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STARTING WITH EXUBERANCE!

1. Why do you think Auditing Standards were framed?

2. Expand IAASB.

3. What are the various standards issued by the AASB?



INTRODUCTION

• To ensure that information provided in the financial statements are of HIGH 
QUALITY and are ACCEPTABLE worldwide

• The auditing standards board under the council of Institute of Chartered 
Accountants of India have formulated the standards.

• These standards are in line with the International Standards issued by the 
INTERNATIONAL AUDITING AND ASSURANCE BOARD (IAASB).



VARIOUS STANDARDS ISSUED BY AASB

SQC’s- Standards on Quality Controls.

SA’s- Standards on Auditing.

SRE’s- Standards on Review Engagements.

SAE’s- Standards on Assurance Engagements.

SRS’- Standards on Related Services.



Guess ☺



SA 705
MODIFICATIONS TO THE OPINION IN 

THE INDEPENDENT AUDITOR’S 
REPORT



SA 700- FORMING AN OPINION AND 
REPORTING ON FINANCIAL STATEMENTS

The objectives of an auditor include:

1. Forming an opinion on financial statements that are based on the 
evaluation of conclusions which are drawn from audit evidence obtained

2. Expressing clearly such opinion via a written audit report



How to Form an Opinion on Financial 

Statements?
1. An auditor should form his/her opinion on such whether financial statements are 
prepared and presented, keeping in mind all the material respects, as per financial 
reporting frameworks as applicable.

2. In forming his/her opinion, the auditor should determine as to whether he/she 
has gathered reasonable assurance whether financial statements overall are free 
of any material misstatement, whether due to error or fraud.



3. The evaluation of the auditor as to whether financial statements provide a true 
and fair presentation must include the consideration of:

I. The overall structure, presentation, and content of financial statements

AND

Ii. Whether such financial statements, including related notes, exhibit underlying 
events and transactions in a manner which achieves a fair presentation.

4. Whether the financial statement refers to or describe the applicable financial 
reporting framework.



• Title

• Addressee

• Auditor’s Opinion

• Basis of Opinion

• Going Concern

• Key Audit Matters

• Management responsibilities for the Financial Statements

• Responsibilities for the Financial Statements

• Responsibilities of the Auditor for Audit of the Financial Statements

• Other Reporting Responsibilities

• Signature of the Auditor

• Place of Signature

• Date of the Auditor’s Report



SA 705- MODIFICATIONS TO THE OPINION IN 
THE INDEPENDENT AUDITORS REPORT

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

(a) The auditor concludes, based on the audit evidence obtained, that the financial

statements as a whole are not free from material misstatement;

OR

(b) The auditor is unable to obtain sufficient appropriate audit evidence to conclude 
that

the financial statements as a whole are free from material misstatement. 



Determining the Type of Modification to the 
Auditor’s Opinion 

The auditor shall express a QUALIFIED OPINION when:

(a)The auditor, having obtained sufficient appropriate audit evidence, 
concludes that misstatements, individually or in the aggregate, are material, 
but not pervasive, to the 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. 



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.

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. 



CAN YOU RELATE THESE IMAGES? ☺



SA 701
COMMUNICATING KEY AUDIT 

MATTERS IN THE INDEPENDENT 
AUDITORS REPORT



What does SA 701 say?

The PURPOSE of communicating key audit matters is:

A). Enhancing the communicative value of the report of the auditor by offering 
better transparency about the audit which was executed.

B). It offers additional information to users of such financial statements in 
assisting them to understand those matters which in the professional 
judgment of the auditor, were of critical importance in the audit of financial 
statements of the relevant period.

C). It might also assist the users of such financial statements to understand the 
entity and also help in understanding the areas of crucial management 
judgment in such audited financial statements.



Communicating the key audit matters in auditor’s report is:

(a) Not a substitute for the disclosures in financial statements that 

relevant financial reporting framework necessitates management to 

make, or which are otherwise essential for achieving fair presentation

(b) Not a substitute for an auditor expressing his/her modified opinion

when circumstances of any specific audit engagement require such 

expression as per SA 705 (Revised)

(c) Not a substitute to report as per SA 570 (Revised) when any material 

uncertainty exists with respect to conditions or events which might bring 

substantial doubt on the ability of the entity in continuing as a going 

concern

(d) Not a separate opinion on the individual matters



Guess this!!





SA 706- EMPHASIS OF MATTER PARAGRAPHS

AND OTHER MATTER PARAGRAPHS IN THE 

INDEPENDENT AUDITOR’S REPORT

The OBJECTIVE of the auditor, having formed an opinion on the financial
statements, is to draw users’ attention, when in the auditor’s judgment it is necessary
to do so, by way of clear additional communication in the auditor’s report, to:

(a) A matter, although appropriately presented or disclosed in the financial
statements, that is of such importance that it is fundamental to users’ understanding
of the financial statements; or

(b) As appropriate, any other matter that is relevant to users’ understanding of the
audit, the auditor’s responsibilities or the auditor’s report.



• If the auditor considers it necessary to communicate a matter other than 
those that are presented or disclosed in the financial statements that, in the 
auditor’s judgment, is relevant to users’ understanding of the audit, the 
auditor’s responsibilities or the auditor’s report and this is not prohibited by 
law or regulation, the auditor shall do so in a paragraph in the auditor’s 
report, with the heading “Other Matter”, or other appropriate heading.

• The auditor shall include this paragraph immediately after the Opinion 
paragraph and any Emphasis of Matter paragraph, or elsewhere in the 
auditor’s report if the content of the Other Matter paragraph is relevant to 
the Other Reporting Responsibilities section




