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The Saudi Organization for Certified Public Accountants (SOCPA) has endorsed of
ISA 705 as issued by the IAASB taking in consideration the general
additions/modifications stated in the Endorsement Document.
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INTERNATIONAL STANDARD ON AUDITING
705 (REVISED) MODIFICATIONS TO THE
OPINION IN THE INDEPENDENT AUDITOR’S
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REPORT
(Effective for audits of financial statements for
periods ending on or after December 15, 2016)
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Scope of this ISA

This International Standard on Auditing (ISA) deals with the
auditor’s responsibility to issue an appropriate report in
circumstances when, in forming an opinion in accordance with
ISA 700 (Revised),* the auditor concludes that a modification to
the auditor’s opinion on the financial statements is necessary.
This ISA also deals with how the form and content of the
auditor’s report is affected when the auditor expresses a modified
opinion. In all cases, the reporting requirements in ISA 700
(Revised) apply, and are not repeated in this ISA unless they are
explicitly addressed or amended by the requirements of this ISA.

Auditor’s Reports with Modifications to the Opinion International 5 o, o COLaeill (Y + ) dxal yall jlima 3¢l 8 2
Standard on Auditing (ISA) 705 (Revised), Modifications to the }J,jjafjjj_lﬁ/;i: ) m\)fd\ )L‘Z.A dufd u; 5% ,,)5 ﬁ,
Opinion in the Independent Auditor’s Report, should be read in CA: ) ) ) pall £l pal] sleal] e "
conjunction with ISA 200, Overall Objectives of the Independent ek Lealpall Lol g denpalls o Lodl] 5 o el
Auditor and the Conduct of an Audit in Accordance with A sead] Lyl
International Standards on Auditing.
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Types of Modified Opinions
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(a) The nature of the matter giving rise to the modification, that
is, whether the financial statements are materially misstated
or, in the case of an inability to obtain sufficient appropriate
audit evidence, may be materially misstated; and

The auditor’s judgment about the pervasiveness of the
effects or possible effects of the matter on the financial
statements. (Ref: Para. A1)

(b)
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Effective Date
3. This ISA is effective for audits of financial statements for periods
ending on or after December 15, 2016.
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Objective

4. The objective of the auditor is to express clearly an appropriately
modified opinion on the financial statements that is necessary
when:

(@) The auditor concludes, based on the audit evidence
obtained, that the financial statements as a whole are not
free from material misstatement; or
The auditor is unable to obtain sufficient appropriate audit
evidence to conclude that the financial statements as a
whole are free from material misstatement.

(b)
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Definitions
5. For purposes of the ISAs, the following terms have the meanings
attributed below:

(a) Pervasive — A term used, in the context of misstatements, to
describe the effects on the financial statements of
misstatements or the possible effects on the financial
statements of misstatements, if any, that are undetected due
to an inability to obtain sufficient appropriate audit
evidence. Pervasive effects on the financial statements are
those that, in the auditor’s judgment:

(i) Are not confined to specific elements, accounts or
items of the financial statements;

(if) If so confined, represent or could represent a
substantial proportion of the financial statements; or

(iii) In relation to disclosures, are fundamental to users’
understanding of the financial statements.

Modified opinion — A qualified opinion, an adverse opinion

or a disclaimer of opinion on the financial statements.

(b)
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Requirements
Circumstances When a Modification to the
Auditor’s Opinion Is Required

6. The auditor shall modify the opinion in the auditor’s report when:
(a) The auditor concludes that, based on the audit evidence
obtained, the financial statements as a whole are not free
from material misstatement; or (Ref: Para. A2-A7)
The auditor is unable to obtain sufficient appropriate audit
evidence to conclude that the financial statements as a
whole are free from material misstatement. (Ref: Para. A8—
Al2)

(b)
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Determining the Type of Modification to the
Auditor’s Opinion
Qualified Opinion
7. The auditor shall express a qualified opinion when:
(a) The auditor, having obtained sufficient appropriate audit
evidence, concludes that misstatements, individually or in
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the aggregate, are material,
financial statements; or

(b) The auditor is unable to obtain sufficient appropriate audit
evidence on which to base the opinion, but the auditor
concludes that the possible effects on the financial
statements of undetected misstatements, if any, could be
material but not pervasive.

but not pervasive, to the

O - Aanlid) daal Hall A3 e S Le o J gl day - i (1)
258l Ay 4 a sa 25 clge sana (bl Laa ey iy il
o 6lgd 5 e Canal LT L)

m\ﬂ\&\w@su@;d}aﬂ&ﬁu};u}s@)
ol o gty 4y (gl ) Gl O ) i)
- Sy o - Al A e A0S e iy jatll Al
L 5yt Canad LS i 5a 5SS

Adverse Opinion

8. The auditor shall express an adverse opinion when the auditor,
having obtained sufficient appropriate audit evidence, concludes
that misstatements, individually or in the aggregate, are both
material and pervasive to the financial statements.
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Disclaimer of Opinion

9. The auditor shall disclaim an opinion when the auditor is unable
to obtain sufficient appropriate audit evidence on which to base
the opinion, and the auditor concludes that the possible effects on
the financial statements of undetected misstatements, if any,
could be both material and pervasive.
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10. The auditor shall disclaim an opinion when, in extremely rare
circumstances involving multiple uncertainties, the auditor
concludes that, notwithstanding having obtained sufficient
appropriate audit evidence regarding each of the individual
uncertainties, it is not possible to form an opinion on the financial
statements due to the potential interaction of the uncertainties and
their possible cumulative effect on the financial statements.
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Consequence of an Inability to Obtain Sufficient Appropriate Audit

Evidence Due to a Management-Imposed Limitation after the Auditor

Has Accepted the Engagement

11. If, after accepting the engagement, the auditor becomes aware
that management has imposed a limitation on the scope of the
audit that the auditor considers likely to result in the need to
express a qualified opinion or to disclaim an opinion on the
financial statements, the auditor shall request that management
remove the limitation.
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12. If management refuses to remove the limitation referred to in
paragraph 11 of this ISA, the auditor shall communicate the
matter to those charged with governance, unless all of those
charged with governance are involved in managing the entity,?
and determine whether it is possible to perform alternative
procedures to obtain sufficient appropriate audit evidence.
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13. If the auditor is unable to obtain sufficient appropriate audit
evidence, the auditor shall determine the implications as follows:
(@) If the auditor concludes that the possible effects on the

financial statements of undetected misstatements, if any,

could be material but not pervasive, the auditor shall qualify
the opinion; or

(b) If the auditor concludes that the possible effects on the
financial statements of undetected misstatements, if any,
could be both material and pervasive so that a qualification
of the opinion would be inadequate to communicate the
gravity of the situation, the auditor shall:

(i) Withdraw from the audit, where practicable and
possible under applicable law or regulation; or (Ref:
Para. A13)

(if) If withdrawal from the audit before issuing the
auditor’s report is not practicable or possible, disclaim
an opinion on the financial statements. (Ref. Para.
Al4)
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14. If the auditor withdraws as contemplated by paragraph 13(b)(i),
before withdrawing, the auditor shall communicate to those
charged with governance any matters regarding misstatements
identified during the audit that would have given rise to a
modification of the opinion. (Ref: Para. A15)
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Other Considerations Relating to an Adverse Opinion or Disclaimer

of Opinion

15. When the auditor considers it necessary to express an adverse
opinion or disclaim an opinion on the financial statements as a
whole, the auditor’s report shall not also include an unmodified
opinion with respect to the same financial reporting framework
on a single financial statement or one or more specific elements,
accounts or items of a financial statement. To include such an
unmodified opinion in the same report® in these circumstances
would contradict the auditor’s adverse opinion or disclaimer of
opinion on the financial statements as a whole. (Ref: Para. A16)
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Form and Content of the Auditor’s Report When

the Opinion Is Modified

Auditor’s Opinion

16. When the auditor modifies the audit opinion, the auditor shall use
the heading “Qualified Opinion,” “Adverse Opinion,” or
“Disclaimer of Opinion,” as appropriate, for the Opinion section.
(Ref: Para. A17-A19)
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Qualified Opinion
17. When the auditor expresses a qualified opinion due to a material
misstatement in the financial statements, the auditor shall state
that, in the auditor’s opinion, except for the effects of the
matter(s) described in the Basis for Qualified Opinion section:
(&) When reporting in accordance with a fair presentation
framework, the accompanying financial statements present
fairly, in all material respects (or give a true and fair view
of) [...] in accordance with [the applicable financial
reporting framework]; or
(b) When reporting in accordance with a compliance
framework, the accompanying financial statements have
been prepared, in all material respects, in accordance with
[the applicable financial reporting framework].

When the modification arises from an inability to obtain
sufficient appropriate audit evidence, the auditor shall use the
corresponding phrase “except for the possible effects of the
matter(s) ...” for the modified opinion. (Ref: Para. A20)
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Adverse Opinion
18. When the auditor expresses an adverse opinion, the auditor shall
state that, in the auditor’s opinion, because of the significance of
the matter(s) described in the Basis for Adverse Opinion section:
(@) When reporting in accordance with a fair presentation
framework, the accompanying financial statements do not
present fairly (or give a true and fair view of) [...] in
accordance with [the applicable financial reporting
framework]; or
(b) When reporting in accordance with a compliance
framework, the accompanying financial statements have not
been prepared, in all material respects, in accordance with
[the applicable financial reporting framework].
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Disclaimer of Opinion
19. When the auditor disclaims an opinion due to an inability to
obtain sufficient appropriate audit evidence, the auditor shall:
(a) State that the auditor does not express an opinion on the
accompanying financial statements;
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(b) State that, because of the significance of the matter(s)
described in the Basis for Disclaimer of Opinion section, the
auditor has not been able to obtain sufficient appropriate
audit evidence to provide a basis for an audit opinion on the
financial statements; and

(c) Amend the statement required by paragraph 24(b) of ISA
700 (Revised), which indicates that the financial statements
have been audited, to state that the auditor was engaged to
audit the financial statements.
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Basis for Opinion

T bl

disclaimed an opinion on the financial statements, the auditor
shall describe in the Basis for Opinion section the reasons for any
other matters of which the auditor is aware that would have
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20. When the auditor modifies the opinion on the financial o ALY e Cad AL Q31 g b i el Jaxd Laxie Yo
statements, the auditor shall, in addition to the specific elements | .~ ..y . Y T s , [ .
required by ISA 700 (Revised): (Ref: Para. A21) B ) (Ve o) Al ol e i s dysllaalls23ad )‘a\:’f\

(@ Amend the heading “Basis for Opinion” required by i . ‘
paragraph 28 of ISA 700 (Revised) to “Basis for Qualified */\ 88 o sy o slladl) gl I Gl s ol e Jamy o (1)
Opinion,” “Basis for Adverse Opinion,” or “Basis for " laaaial) L;‘J‘ wal ) (Vo) 44&.‘)«3\ Db A
Disclaimer of Opinion,” as appropriate; and c"éi S el o g laall a6 el sl 1 Gl

(b) Within this section, include a description of the matter (0l caie s
giving rise to the modification. el ) ool 531 a0 il 138 3 b o ()

21. If there is a material misstatement of the financial statements that | & saasa by Blaty Zallall 23 58l 3 (5 m sa oy yat ellia (IS 1Y) Y)Y
relates to specific amounts in the financial statements (including & 4 yall Cilaliagy) d 4pal cilaliady) @lld _a Lag) ALl L3l sl
quantitative disclosures in the notes to the financial statements), mj dbﬂ wue“guﬁ Az of )l e ad ‘(A_JLJ\ 3 gall
the auditor shall include in the Basis for Opinion section a L\Lu; Sl L ALl & L\HLMS\?J
description and quantification of the financial effects of the San e b Sy ol ‘u")“ﬂ =l S
misstatement, unless impracticable. If it is not practicable to —d “‘:‘f‘-‘” <l gl =S paail blee CRadl Jﬂﬁ e OIS 1Y
quantify the financial effects, the auditor shall so state in this (YY13,80 s anl j) andll 138 B elld e Gab o aal jall e
section. (Ref: Para. A22)

22. If there is a material misstatement of the financial statements that | ¢, yu Claliadly (Glaty Adlall 23 58ll 3 (5 ja g oy a3 llia (ST VY
relates to narrative disclosures, the auditor shall include in the ) dasl \)M Gl a3 yana) o bl e ad
Basis for Opinion section an explanation of how the disclosures | ~ i - L) iy yas L 3
are misstated. Lo R e e

23. Ifthere is a material misstatement of the financial statements that | (e ZLadl) adey (3laty Adall 231 gal) 8 (5 8 g oy a3 i (S 1Y) YY
relates to the non-disclosure of information required to be ol el e and dgie lady) o sllaal) il sledl)
disclosed, the auditor shall: S alls ISl e LYl e L (;)

(@) Discuss the non-disclosure with those charged with ¢ ad] i ‘m i C\...;\ £
governance; S Sl sled SN sl o8 Tes (<)

(b) Describe in the Basis for Opinion section the nature of the | <=« U)L“ Al S Al Le - A8 dal) Clalad) s (@
omitted information; and 05Se ol s e USea el (0 5S5 of dapi - U gl ey

(c) Unless prohibited by law or regulation, include the omitted | o Ziuliall daal jall A3 e 4G W e Joan & el
disclosures, provided it is practicable to do so and the N vig)z{ﬂ\ aall) Ad sl il glaall
auditor has obtained sufficient appropriate audit evidence
about the omitted information. (Ref: Para. A23)

24, If the modification results from an inability to obtain sufficient | 3l ;4 Sl e Jpaall e 0l aae e ol Joaatll (IS 13) Y€
appropriate audit evidence, the auditor shall include in the Basis ol 853 e il 2 gal el e Cand dliall daal )
for Opinion section the reasons for that inability. i ol Gl

25. When the auditor expresses a qualified or adverse opinion, the | & L)l Jyed 4dde Cand (lia jlae sl Uninia Ul ) aal el o Levie Yo
auditor shall amend the statement about whether the audit | 13 L s, (Voo) Aal ) lma e (2) YA 58 Can gay 3y sllaall
evidence obtained is sufficient and appropriate to provide a basis i) i 5 44IS e cldle I i ) dealyall Al el
for the auditor’s opinion required by paragraph 28(d) of ISA 700 S "o u‘"" AR o o L
(Revised) to include the word “qualified” or “adverse”, as | <™= T o= S Cpaall 4 )l o
appropriate. N

26. When the auditor disclaims an opinion on the financial | ;i sy D& ALl A8l 4 L;\J el e asl el @.w Laie Y1
statements, the auditor’s report shall not include the elements YA (W)Y A | s e A | Uiall o i
required by paragraphs 28(b) and 28(d) of ISA 700 (Revised). e (T () uu)msh ww\)l:j z:,a . A_‘i‘);n Lo
Those elements are: PO iy )‘ - . i 2=
(a) A reference to the section of the auditor’s report where the A (B el llspue g Al adl sl ()

auditor’s responsibilities are described; and ‘ el Al

(b) A statement about whether the audit evidence obtained is | 3 lele J seanl) o i) daal jall Aaf cilS 1Y) Lo glis 3 ke (<)
sufficient and appropriate to provide a basis for the auditor’s Al Gyl il i g 34K
opinion.

27. Even if the auditor has expressed an adverse opinion or | &l & sl el e aiial sl Liajlae Ul aal el sl o Jia YV
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required a modification to the opinion, and the effects thereof.
(Ref: Para. A24)

GV Shaes ki, S il g e e 058 A
(Ve s adl raal ) Ledle 43 jiall ol il

Description of Auditor’s Responsibilities for the Audit of the Financial

Statements When the Auditor Disclaims an Opinion on the Financial

Statements

28. When the auditor disclaims an opinion on the financial statements
due to an inability to obtain sufficient appropriate audit evidence,
the auditor shall amend the description of the auditor’s

responsibilities required by paragraphs 38-40 of ISA 700

(Revised) to include only the following: (Ref: Para. A25)

(a) A statement that the auditor’s responsibility is to conduct an
audit of the entity’s financial statements in accordance with
International Standards on Auditing and to issue an
auditor’s report;

(b) A statement that, however, because of the matter(s)
described in the Basis for Disclaimer of Opinion section, the
auditor was not able to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion on the
financial statements; and
The statement about auditor independence and other ethical
responsibilities required by paragraph 28(c) of ISA 700
(Revised).

©
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Considerations When the Auditor Disclaims an Opinion on the

Financial Statements

29. Unless required by law or regulation, when the auditor disclaims
an opinion on the financial statements, the auditor’s report shall
not include a Key Audit Matters section in accordance with ISA
701.* (Ref: Para. A26)
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Communication with Those Charged with
Governance
30. When the auditor expects to modify the opinion in the auditor’s

report, the auditor shall communicate with those charged with
governance the circumstances that led to the expected
modification and the wording of the modification. (Ref: Para.
A27)
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Application and Other Explanatory Material
Types of Modified Opinions (Ref: Para. 2)

Al. The table below illustrates how the auditor’s judgment about the
nature of the matter giving rise to the modification, and the
pervasiveness of its effects or possible effects on the financial
statements, affects the type of opinion to be expressed.

Nature of Matter | Auditor’s Judgment about  the
Giving Rise to the | Pervasiveness of the Effects or
Modification Possible Effects on the Financial
Statements
Material but Not | Material and
Pervasive Pervasive
Financial statements | Qualified Adverse opinion
are materially | opinion
misstated
Inability to obtain | Qualified Disclaimer of
sufficient appropriate | opinion opinion
audit evidence

16 AY) A adll) ) gall g Gaadadl)
) Aarall &) Y g1 g
GV eV dapls Jon gl all oSa S 288 olol e gl Janll i

(Y 38l

il sil) 8 Alaiaall a3l il o as) il HLaml gaey dpaedll ) ol
2313 s 3 sl ) g 58 e Al

i) LS (s1e Gl an) sall pSs
Ll il 56l 6 Abainall <ol il of ) )
F = Lf‘//dJ/Q;ﬂ/JAY/{y,LL
_ilia g (5 8 s> ey
it (ud
) L J5 48 yae AdLall 30 gall
u'a)\a.q Lﬁ‘) Ladata L._S\J z > 6;}:i
. - d}..aa.“ L_A{: SJJBM ple
#h U‘f"‘“\” Liata 5l W oge 4G Lo
¢ Loliall Zaal yal)

Lo Ll (o€l 83 gm0 33ams aa dsal) el (e iy LS A0 5 ) pall s 4 303 gmdl 23yl ASLaall 8 aainal) Anal el e
nbeall el i (e Ul c0anl) s3a i als Aa sradl A yad) ASLaall b dallail) Al e (3

A ) sl ¢ i/

© IFAC

ol i el Tt ol g1 e £2LYIY ) Rnnlsall Jna

Ot D Galaall 2 gaall Aggl

(*)

(*)



Y \ SOCPA
d_ysg_sull d_igll

Ml aad el 5 55 (33 (sl e Bl

Circumstances When a Modification to the

Auditor’s Opinion Is Required

Nature of Material Misstatements (Ref: Para. 6(a))

A2. ISA 700 (Revised) requires the auditor, in order to form an opinion
on the financial statements, to conclude as to whether reasonable
assurance has been obtained about whether the financial
statements as a whole are free from material misstatement.® This
conclusion takes into account the auditor’s evaluation of
uncorrected misstatements, if any, on the financial statements in
accordance with ISA 450.°

el Al 1 Gt Ll o3k 0 g
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A3. ISA 450 defines a misstatement as a difference between the

amount, classification, presentation, or disclosure of a reported

financial statement item and the amount, classification,

presentation, or disclosure that is required for the item to be in

accordance with the applicable financial reporting framework.

Accordingly, a material misstatement of the financial statements

may arise in relation to:

(a) The appropriateness of the selected accounting policies;

(b) The application of the selected accounting policies; or

(c) The appropriateness or adequacy of disclosures in the
financial statements.

e 2 idae G ) 4l e Gy jadll (£00) Aaad pall Jlire Ciyzy Y
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= Gl L A0l 30 all
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ALl 230 gl s ) sl cilalad) S S Al (7)

Appropriateness of the Selected Accounting Policies
A4. In relation to the appropriateness of the accounting policies
management has selected, material misstatements of the financial
statements may arise when:
(a) The selected accounting policies are not consistent with the
applicable financial reporting framework; or
(b) The financial statements, including the related notes, do not
represent the underlying transactions and events in a manner
that achieves fair presentation.

bl Al all clabndl Al
Ol Gyl Lslal Sl dpasad) clabnd) daulia Gl Led g
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Ab. Financial reporting frameworks often contain requirements for
the accounting for, and disclosure of, changes in accounting
policies. Where the entity has changed its selection of significant
accounting policies, a material misstatement of the financial
statements may arise when the entity has not complied with these

requirements.
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Application of the Selected Accounting Policies
A6. In relation to the application of the selected accounting policies,
material misstatements of the financial statements may arise:

(&) When management has not applied the selected accounting
policies consistently with the financial reporting
framework, including when management has not applied
the selected accounting policies consistently between
periods or to similar transactions and events (consistency in
application); or

(b) Due to the method of application of the selected accounting
policies (such as an unintentional error in application).

3t Al clabnd) Gl
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Appropriateness or Adequacy of Disclosures in the Financial
Statements
AT7. In relation to the appropriateness or adequacy of disclosures in
the financial statements, material misstatements of the financial
statements may arise when:
(@) The financial statements do not include all of the disclosures
required by the applicable financial reporting framework;
(b) The disclosures in the financial statements are not presented
in accordance with the applicable financial reporting
framework; or
(c) The financial statements do not provide the disclosures
necessary to achieve fair presentation.
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A8.

Nature of an Inability to Obtain Sufficient Appropriate Audit Evidence
(Ref: Para. 6(b))

The auditor’s inability to obtain sufficient appropriate audit

evidence (also referred to as a limitation on the scope of the audit)

may arise from:

(a) Circumstances beyond the control of the entity;

(b) Circumstances relating to the nature or timing of the
auditor’s work; or

(c) Limitations imposed by management.

o) Dl Zea Ll A o s Lo o ponl] o 5, e Tl

(e

Wl e G L Gle Jpanll o aal el 38 ane Las o Say A
o (Raal el Gt o 2l Lo L) Ll 5) Banliall aa) sl

S seml ol e il ks e S iy ol ()
Y lea B asd (g)

AQ9.

An inability to perform a specific procedure does not constitute a
limitation on the scope of the audit if the auditor is able to obtain
sufficient appropriate audit evidence by performing alternative
procedures. If this is not possible, the requirements of paragraphs
7(b) and 9-10 apply as appropriate. Limitations imposed by
management may have other implications for the audit, such as
for the auditor’s assessment of fraud risks and consideration of
engagement continuance.

13 ) pall GBlai e 108 Gare o) ya) 25 e 5all aae JS Y4
Lonlial) daal el 21l e iS5 Le e Jgeanl) e 10l gal jall 0
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A10.

Examples of circumstances beyond the control of the entity

include when:

. The entity’s accounting records have been destroyed.

»  The accounting records of a significant component have
been seized indefinitely by governmental authorities.

LA 8yl e 7 AT S g Rl ARG (e ) o
alinall dpalaadl Cdladl Gali o
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e e dal ) de pendl) i Se

All.

Examples of circumstances relating to the nature or timing of

the auditor’s work include when:

e The entity is required to use the equity method of
accounting for an associated entity, and the auditor is unable
to obtain sufficient appropriate audit evidence about the
latter’s financial information to evaluate whether the equity
method has been appropriately applied.

* The timing of the auditor’s appointment is such that the
auditor is unable to observe the counting of the physical
inventories.

* The auditor determines that performing substantive
procedures alone is not sufficient, but the entity’s controls
are not effective.

e el Jee i g5 gl daglay A83al) <13 g Hlall ABieY) e V)
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Al2.

Examples of an inability to obtain sufficient appropriate audit

evidence arising from a limitation on the scope of the audit

imposed by management include when:

« Management prevents the auditor from observing the
counting of the physical inventory.

+ Management prevents the auditor from requesting external
confirmation of specific account balances.

daal el A3 a5 e e Jsandl e 5 )l aae Lo dBaY) (e VY
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Determining the Type of Modification to the
Auditor’s Opinion

Consequence of an Inability to Obtain Sufficient Appropriate Audit
Evidence Due to a Management-Imposed Limitation after the Auditor
Has Accepted the Engagement (Ref: Para. 13(b)(i)-14)

Al3.

The practicality of withdrawing from the audit may depend on
the stage of completion of the engagement at the time that
management imposes the scope limitation. If the auditor has
substantially completed the audit, the auditor may decide to
complete the audit to the extent possible, disclaim an opinion
and explain the scope limitation within the Basis for Disclaimer
of Opinion section prior to withdrawing.
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Al4.

In certain circumstances, withdrawal from the audit may not be
possible if the auditor is required by law or regulation to
continue the audit engagement. This may be the case for an
auditor that is appointed to audit the financial statements of
public sector entities. It may also be the case in jurisdictions
where the auditor is appointed to audit the financial statements
covering a specific period, or appointed for a specific period and
is prohibited from withdrawing before the completion of the
audit of those financial statements or before the end of that
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period, respectively. The auditor may also consider it necessary
to include an Other Matter paragraph in the auditor’s report.®

$ o3l (e 4l Lial gl sall (6 285 sl e 5yl olli s

M), 5 A AT el 38 (el o

A15. When the auditor concludes that withdrawal from the audit is
necessary because of a scope limitation, there may be a
professional, legal or regulatory requirement for the auditor to
communicate matters relating to the withdrawal from the
engagement to regulators or the entity’s owners.
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Other Considerations Relating to an Adverse Opinion or Disclaimer

of Opinion (Ref: Para. 15)

Al16. The following are examples of reporting circumstances that
would not contradict the auditor’s adverse opinion or disclaimer
of opinion:

* The expression of an unmodified opinion on financial
statements prepared under a given financial reporting
framework and, within the same report, the expression of an
adverse opinion on the same financial statements under a
different financial reporting framework .2

» The expression of a disclaimer of opinion regarding the
results of operations, and cash flows, where relevant, and an
unmodified opinion regarding the financial position (see ISA
510°%). In this case, the auditor has not expressed a disclaimer
of opinion on the financial statements as a whole.
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Form and Content of the Auditor’s Report When

the Opinion Is Modified
[llustrative Auditor’s Reports (Ref: Para. 16)
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Al7. Ill_uﬁtratiO?]sc. ldand(Zi indthe Appel}d_ix contain au@itc:r’s repo;ts Sl e Galdl ool (Y) (\)u\“: A 5.:5\ u\;dj.u” Gsiag Vi
with qualified and adverse opinions, respectively, as the Sl ) &l o N | all dca law o ddadiaie ol L N |
financial statements are materially misstated. B e R I N * J.; f )A

(S JS A8
A18. Tllustration 3 in the Appendix contains an auditor’s report with (_;b.\ & e s e Galdl & 0 (7) v il 23 gaill (g giny ) Al

a qualified opinion as the auditor is unable to obtain sufficient
appropriate audit evidence. lllustration 4 contains a disclaimer
of opinion due to an inability to obtain sufficient appropriate
audit evidence about a single element of the financial
statements. Illustration 5 contains a disclaimer of opinion due to
an inability to obtain sufficient appropriate audit evidence about
multiple elements of the financial statements. In each of the
latter two cases, the possible effects on the financial statements
of the inability are both material and pervasive. The Appendices
to other ISAs that include reporting requirements, including
ISA 570 (Revised),’® also include illustrations of auditor’s
reports with modified opinions.
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Auditor’s Opinion (Ref: Para. 16)
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Qualified Opinion (Ref: Para. 17) (\ V5l caal ) Jadaiall L5\}\

A20. When the auditor expresses a qualified opinion, it would not be Ahasiu) i) e sS4l i U el gad Laie Y i

appropriate to use phrases such as “with the foregoing
explanation” or “subject to” in the Opinion section as these are
not sufficiently clear or forceful.
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Basis for Opinion (Ref: Para. 20, 21, 23, 27)
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modification may not be possible, consistency in both the form
and content of the auditor’s report is desirable.
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specific matter described within the Basis for Opinion section
does not justify the omission of a description of other identified
matters that would have otherwise required a modification of
the auditor’s opinion. In such cases, the disclosure of such other
matters of which the auditor is aware may be relevant to users
of the financial statements.

A22. An example of the financial effects of material misstatements | lesaa o 28 i) iy s gall ciliy il ALl el il e ABaY) o XYY
that‘the. auditor may describg within the quis for Opinion e Q\)gm] < aaaill sa ‘a‘)_,‘)‘fﬁujgsi)]\ wmi?“éu’_ét;\)‘d\
section in the au_dltor s report is the quantl_ﬁcatlon of the ef_‘fect_s Jaa ‘:ALAJ el yuall 5 318 )l\ Jé Jaally (Jaall dy w88
on income tax, income before taxes, net income and equity if e €0 oS 13« |
inventory is overstated. i e L Ladte 0558401 AL G sia
A23. Disclosing the omitted information within the Basis for Opinion | ¢Sy o Leda a3 Al cila glaall oo L;\JH o pnd CL..a&‘}{\ ol XY
section would not be practicable if: 30 llas
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Description of Auditor’s Responsibilities for the Audit of the Financial
Statements When the Auditor Disclaims an Opinion on the Financial
Statements (Ref: Para. 28)

A25. When the auditor disclaims an opinion on the financial
statements, the following statements are better positioned
within the Auditor’s Responsibilities for the Audit of the
Financial Statements section of the auditor’s report, as
illustrated in Illustrations 4-5 of the Appendix to this ISA:

»  The statement required by paragraph 28(a) of ISA 700
(Revised), amended to state that the auditor’s
responsibility is to conduct an audit of the entity’s
financial statements in accordance with ISAs; and

»  The statement required by paragraph 28(c) of ISA 700
(Revised) about independence and other ethical
responsibilities.
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Considerations When the Auditor Disclaims an Opinion on the

Financial Statements (Ref: Para. 29)

A26. Providing the reasons for the auditor’s inability to obtain
sufficient appropriate audit evidence within the Basis for
Disclaimer of Opinion section of the auditor’s report provides
useful information to users in understanding why the auditor has
disclaimed an opinion on the financial statements and may
further guard against inappropriate reliance on them. However,
communication of any key audit matters other than the matter(s)
giving rise to the disclaimer of opinion may suggest that the
financial statements as a whole are more credible in relation to
those matters than would be appropriate in the circumstances,
and would be inconsistent with the disclaimer of opinion on the
financial statements as a whole. Accordingly, paragraph 29 of
this ISA prohibits a Key Audit Matters section from being
included in the auditor’s report when the auditor disclaims an
opinion on the financial statements, unless the auditor is
otherwise required by law or regulation to communicate key
audit matters.
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Communication with Those

Governance (Ref: Para. 30)

A27. Communicating with those charged with governance the
circumstances that lead to an expected modification to the
auditor’s opinion and the wording of the modification enables:

Charged with
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(@ The auditor to give notice to those charged with
governance of the intended modification(s) and the
reasons (or circumstances) for the modification(s);

(b)  Theauditor to seek the concurrence of those charged with
governance regarding the facts of the matter(s) giving
rise to the expected modification(s), or to confirm matters
of disagreement with management as such; and

(c) Those charged with governance to have an opportunity,
where appropriate, to provide the auditor with further
information and explanations in respect of the matter(s)
giving rise to the expected modification(s).
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Appendix

(Ref: Para. A17-A18, A25)

Illustrations of Auditor’s Reports with Modifications to the
Opinion

Illustration 1: An auditor’s report containing a qualified opinion
due to a material misstatement of the financial statements.
Illustration 2: An auditor’s report containing an adverse opinion
due to a material misstatement of the consolidated financial
statements.

Illustration 3: An auditor’s report containing a qualified opinion
due to the auditor’s inability to obtain sufficient appropriate audit
evidence regarding a foreign associate.

Illustration 4: An auditor’s report containing a disclaimer of
opinion due to the auditor’s inability to obtain sufficient
appropriate audit evidence about a single element of the
consolidated financial statements.

Illustration 5: An auditor’s report containing a disclaimer of
opinion due to the auditor’s inability to obtain sufficient
appropriate audit evidence about multiple elements of the
financial statements.
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Ilustration 1 — Qualified Opinion due to a Material Misstatement of

the Financial Statements

For purposes of this illustrative auditor’s report, the following
circumstances are assumed:

Audit of a complete set of financial statements of a listed entity
using a fair presentation framework. The audit is not a group
audit (i.e., ISA 600! does not apply).

The financial statements are prepared by management of the
entity in accordance with IFRSs (a general purpose
framework).

The terms of the audit engagement reflect the description of
management’s responsibility for the financial statements in
ISA 210.%2

Inventories are misstated. The misstatement is deemed to be
material but not pervasive to the financial statements (i.e., a
qualified opinion is appropriate).

The relevant ethical requirements that apply to the audit are
those of the jurisdiction.
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. Based on the audit evidence obtained, the auditor has
concluded that a material uncertainty does not exist related to
events or conditions that may cast significant doubt on the
entity’s ability to continue as a going concern in accordance
with ISA 570 (Revised).

. Key audit matters have been communicated in accordance with
ISA 701.

*  Those responsible for oversight of the financial statements
differ from those responsible for the preparation of the
financial statements.

. In addition to the audit of the financial statements, the auditor
has other reporting responsibilities required under local law.
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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of ABC Company [or Other Appropriate
Addressee]

Report on the Audit of the Financial Statements*®

Qualified Opinion

We have audited the financial statements of ABC Company (the
Company), which comprise the statement of financial position as at
December 31, 20X1, and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year
then ended, and notes to the financial statements, including a summary
of significant accounting policies.

In our opinion, except for the effects of the matter described in the
Basis for Qualified Opinion section of our report, the accompanying
financial statements present fairly, in all material respects, (or give a
true and fair view of) the financial position of the Company as at
December 31, 20X1, and (of) its financial performance and its cash
flows for the year then ended in accordance with International
Financial Reporting Standards (IFRSS).

Jiaal) pa) pall y 85

[(Pubia) AT ) 45 50 5i] @ @ T4 adln )

O adl g8l A2 pa 0 &S

Ldasd) g0

DSl Al Jais ) (Al oo T AS ) ALl Q) gall L) 8
o <yl Al g e Jalll Jaall Aailiy oY ox) pen VY 6 LS )
Gl el 8 Ll Al Al il Aali, Sl s
Lol Sl (adle elld b Ly cdgllall 230 il ae 48 yall cilalia¥l
Aagdl)

&b Lidniall () ulio] and 8 mm gl a8l il UL 5 L
A sall Gl gl was (g Jany i a4 pal) ALl G0 ) 8 (B 8
A0 L3 5 Ll Welal s Yo x) ransa Y 8 LSSl )5S 54l
Gs*w\ el il A sl plaall T g ey il lld 8 Aginall Al
Ll Wawiad Gl 5 AY) G laall s ulaall s (9350 sl Gy sl dSledl)

L9 8 Cpandaall 40 gl

Basis for Qualified Opinion

The Company’s inventories are carried in the statement of financial
position at xxx. Manage