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Introduction
Scope of this ISA (N2)

1. This International Standard on Auditing (New [Bed) (ISA (NZ)) deals with the
auditor’s responsibility to form an opinion on theancial statements. It also deals
with the form and content of the auditor’'s rep@sued as a result of an audit of
financial statements.

2. ISA(NZ) 708 and ISA (NZ) 706 deal with how the form and content of the auditor’
report are affected when the auditor expresses difiea opinion or includes an
Emphasis of Matter paragraph or an Other Mattesigraph in the auditor’s report.

3. This ISA (NZ) is written in the context of a cplate set of general purpose financial
statements. ISA (NZ) 8G@leals with special considerations when finanditesnents
are prepared in accordance with a special purpeseefvork. ISA (NZ) 805deals
with special considerations relevant to an audi single financial statement or of a
specific element, account or item of a financiatement.

4.  This ISA (NZ) promotes consistency in the auttoeport. Consistency in the auditor’s
report, when the audit has been conducted in aanoedwith ISAs (NZ), which are
consistent with International Standards on Auditfi®As) promotes credibility in the
global marketplace by making more readily idertigathose audits that have been
conducted in accordance with globally recognisaeddards. It also helps to promote the
user’s understanding and to identify unusual cirstamces when they occur.

Effective Date
5. This ISA (N2) is effective for audits of finaatistatements for periods beginning on or
after 1 September, 2011.
Objectives
6. The objectives of the auditor are:

(@) To form an opinion on the financial statemdmased on an evaluation of the
conclusions drawn from the audit evidence obtaiaed,

(b) To express clearly that opinion through a wntreport that also describes the
basis for that opinion.

Definitions
7. For purposes of the ISAs (NZ), the followingnter have the meanings attributed
below:

(@) General purpose financial statements — FinAnsiatements prepared in
accordance with a general purpose framework.

1 ISA(NZ) 705, “Modifications to the Opinion inéhndependent Auditor’'s Report.”

ISA (NZ) 706, “Emphasis of Matter Paragraphs @thder Matter Paragraphs in the Independent Auditor’
Report.”

ISA (NZ) 800, “Special Considerations—Audits oifhn&ncial Statements Prepared in Accordance with
Special Purpose Frameworks.”

ISA 805 (NZ), “Special Considerations—Audits oh@e Financial Statements and Specific Elements,
Accounts or Items of a Financial Statement.”
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(b) General purpose framework — A financial repaytiramework designed to meet
the common financial information needs of a widegeof users. The financial
reporting framework may be a fair presentation faork or a compliance
framework.

The term “fair presentation framework” is used éfer to a financial reporting
framework that requires compliance with the requeats of the framework
and:

(i)  Acknowledges explicitly or implicitly that, to achie fair presentation of
the financial statements, it may be necessary Hosd charged with
governance to provide disclosures beyond thoseifsadly required by
the framework; or

(i)  Acknowledges explicitly that it may be necessanytfiose charged with
governance to depart from a requirement of the éraank to achieve fair
presentation of the financial statements. Suchrti@@s are expected to be
necessary only in extremely rare circumstances.

The term “compliance framework” is used to refer aofinancial reporting
framework that requires compliance with the requeats of the framework, but
does not contain the acknowledgements in (i) pabiove>

(c) Unmodified opinion — The opinion expressed bg auditor when the auditor
concludes that the financial statements are prdpaneall material respects, in
accordance with the applicable financial reporfiagnework®

Reference to “financial statements” in this IG¥Y) means “a complete set of general
purpose financial statements, including the relatetds.” The related notes ordinarily
comprise a summary of significant accounting pedi@and other explanatory information.
The requirements of the applicable financial repgriramework determine the form and
content of the financial statements, and what datet a complete set of financial
statements.

Reference to “International Financial ReportBigndards” in this ISA (NZ) means
the International Financial Reporting Standardsadsby the International Accounting
Standards Board, and reference to “Internationali® $ector Accounting Standards”
means the International Public Sector Accountingan&ards issued by the
International Public Sector Accounting Standardaréo

Requirements
Forming an Opinion on the Financial Statements

10. The auditor shall form an opinion on whether fihancial statements are prepared, in

all material respects, in accordance with the apple financial reporting
framework!?®

5

6

7

ISA (NZ) 200, “Overall Objectives of the Indepemtl Auditor and the Conduct of an Audit in Accordan
with International Standards on Auditing (New Zealy” paragraph 13(a).

Paragraphs 35-36 deal with the phrases used presx this opinion in the case of a fair presemati
framework and a compliance framework respectively.

ISA (NZ) 200, paragraph 11.
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In order to form that opinion, the auditor $ltainclude as to whether the auditor has
obtained reasonable assurance about whether thecfal statements as a whole are
free from material misstatement, whether due todrar error. That conclusion shall
take into account:

(@) The auditor’s conclusion, in accordance withA [81Z) 330, whether sufficient
appropriate audit evidence has been obtained:;

(b) The auditor’s conclusion, in accordance withAI§NZ) 450, whether
uncorrected misstatements are material, indivigualin aggregaté? and

(c) The evaluations required by paragraphs 12-15.

The auditor shall evaluate whether the findnstatements are prepared, in all
material respects, in accordance with the requingsnef the applicable financial
reporting framework. This evaluation shall includensideration of the qualitative
aspects of the entity's accounting practices, uhcg indicators of possible
management bids.(Ref: Para. A1-A3)

In particular, the auditor shall evaluate wieethn view of the requirements of the
applicable financial reporting framework:

(@) The financial statements adequately disclosesitnificant accounting policies
selected and applied;

(b) The accounting policies selected and appliedcansistent with the applicable
financial reporting framework and are appropriate;

(c) The accounting estimates are reasonable;

(d) The information presented in the financial etaénts is relevant, reliable,
comparable and understandable;

(e) The financial statements provide adequate aiscés to enable the intended
users to understand the effect of material trarmatand events on the
information conveyed in the financial statements] @ef: Para. A4)

(H The terminology used in the financial statensenhcluding the title of each
financial statement, is appropriate.

When the financial statements are preparedcaordance with a fair presentation
framework, the evaluation required by paragraphd3 2hall also include whether the
financial statements achieve fair presentation. dirditor’'s evaluation as to whether
the financial statements achieve fair presentati@il include consideration of:

(@) The overall presentation, structure and cordéttie financial statements; and

8

10

11

Paragraphs 35-36 deal with the phrases used presx this opinion in the case of a fair presemati
framework and a compliance framework respectively.

ISA (NZ) 330, “The Auditor’s Responses to AsselsRésks,” paragraph 26.
ISA (NZ) 450, “Evaluation of Misstatements Iddietil during the Audit,” paragraph 11.

Management bias is defined in ISA (NZ) 540, “Aimj Accounting Estimates, Including Fair Value
Accounting Estimates, and Related Disclosures,agiaph 7(d), as “a lack of neutrality by management
and/or those charged with governance in the préiparand presentation of information.”
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(b) Whether the financial statements, including tleated notes, represent the
underlying transactions and events in a manneratiaeves fair presentation.

The auditor shall evaluate whether the findnstatements adequately refer to or
describe the applicable financial reporting framewRef: Para. A5-A10)

Form of Opinion

16.

17.

18.

19.

The auditor shall express an unmodified opimidren the auditor concludes that the
financial statements are prepared, in all mataeapects, in accordance with the
applicable financial reporting framework.

If the auditor:

(@) concludes that, based on the audit evidenaarmat, the financial statements as
a whole are not free from material misstatement; or

(b) is unable to obtain sufficient appropriate augliidence to conclude that the
financial statements as a whole are free from nadteisstatement,

the auditor shall modify the opinion in the audioreport in accordance with
ISA (NZ) 705.

If financial statements prepared in accordamtd the requirements of a fair
presentation framework do not achieve fair presmmathe auditor shall discuss the
matter with management and, if necessary, thosegetiawith governance, and
depending on the requirements of the applicablantiral reporting framework and
how the matter is resolved, shall determine whethés necessary to modify the
opinion in the auditor’s report in accordance W8 (NZ) 705.(Ref: Para. A11)

When the financial statements are prepared ceordance with a compliance
framework, the auditor is not required to evaluateether the financial statements
achieve fair presentation. However, if in extremedye circumstances the auditor
concludes that such financial statements are niislgathe auditor shall discuss the
matter with management and, if necessary, thosegetiawith governance, and
depending on how it is resolved, shall determinetivdr, and how, to communicate it
in the auditor’s repor{Ref: Para. A12)

Auditor’'s Report
20. The auditor’s report shall be in writingef: Para. A13-A14)

Auditor’s Report for Audits Conducted in Accordamgth International Standards on
Auditing (New Zealand)

Title
21.

The auditor’s report shall have a title thaacly indicates that it is the report of an
independent auditoRef: Para. A15)

Addressee

22. The auditor’s report shall be addressed asimetjlby the circumstances of the

engagemen{Ref: Para. A16)
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Introductory Paragraph
23. The introductory paragraph in the auditor'soreghall:(Ref: Para. A17-A19)
(@) Identify the entity whose financial statemdmse been audited,;
(b) State that the financial statements have bediteal,
(c) Identify the title of each statement that coisgs the financial statements;

(d) Refer to the summary of significant accountpalicies and other explanatory
information; and

(e) Specify the date or period covered by eachnfirs statement comprising the
financial statements.

The Responsibility of Those Charged with Governdnc¢he Financial Statements

24. This section of the auditor’'s report descriltes responsibilities of those in the
organisation that are responsible for the prepamatif the financial statements. The
auditor’s report shall use the term that is appeterin the context of the legal
framework in the particular jurisdiction. In New aand, the appropriate reference is
usually to those charged with governance.

25. The auditor’s report shall include a sectiothvthe heading “[Appropriate term for
those charged with governance, for example, DirsgtadResponsibility for the
Financial Statements.”

26. The auditor’s report shall describe the resibaitg of those charged with governance
for the preparation of the financial statementse Tdescription shall include an
explanation that those charged with governanceemgonsible for the preparation of
the financial statements in accordance with theliegde financial reporting
framework, and for such internal control as theteduine is necessary to enable the
preparation of financial statements that are freenfmaterial misstatement, whether
due to fraud or erro(Ref: Para. A20- A22)

27. Where the financial statements are prepareacaordance with a fair presentation
framework, the explanation of the responsibilitytlodse charged with governance for
the financial statements in the auditor’s reposdlistefer to “the preparation and fair
presentation of these financial statements” or fibeparation of financial statements
that give a true and fair view,” as appropriatéhi@ circumstances.

Auditor’s Responsibility

28. The auditor's report shall include a sectionthwithe heading “Auditor’s
Responsibility.”

29. The auditor’s report shall state that the raspmlity of the auditor is to express an
opinion on the financial statements based on tlié.gRef: Para. A24)

30. The auditor’'s report shall state that the awdhiis conducted in accordance with
International Standards on Auditing (New Zealani)e auditor’s report shall also
explain that those standards require that the @uddmply with ethical requirements
and that the auditor plan and perform the audiltain reasonable assurance about
whether the financial statements are free from nateisstatement(Ref: Para. A25-
A26)
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31. The auditor’s report shall describe an audit btirsgahat:

32.

33.

(@) An audit involves performing procedures to obtairdiai evidence about the
amounts and disclosures in the financial statements

(b) The procedures selected depend on the auditor’gejudnt, including the
assessment of the risks of material misstatemernheffinancial statements,
whether due to fraud or error. In making those @skessments, the auditor
considers internal control relevant to the entitygieparation of the financial
statements in order to design audit procedures dhatappropriate in the
circumstances, but not for the purpose of exprgssin opinion on the
effectiveness of the entity’s internal control.dincumstances when the auditor
also has a responsibility to express an opiniortheneffectiveness of internal
control in conjunction with the audit of the finaalcstatements, the auditor shall
omit the phrase that the auditor’s consideratiomt#rnal control is not for the
purpose of expressing an opinion on the effectisemd internal control; and

(c) An audit also includes evaluating the appropriatersd the accounting policies
used and the reasonableness of accounting estinegewell as the overall
presentation of the financial statements.

Where the financial statements are preparegcaordance with a fair presentation
framework, the description of the audit in the &wmds report shall refer to “the

entity’s preparation and fair presentation of thmifcial statements” or “the entity's
preparation of financial statements that give a tand fair view,” as appropriate in the
circumstances.

The auditor’s report shall state whether thditau believes that the audit evidence the
auditor has obtained is sufficient and appropriat@rovide a basis for the auditor’s
opinion.

NZ 33.1 The auditor’s report shall include a staatras to the existence of any relationship

(other than that of auditor) which the auditor h@th, or any interests which the
auditor has in, the entity. Appendix 2 providessaample of the wording that may be
used in the audit of financial statements to idgrany relationships with, or interests
in, the entity.

Auditor’s Opinion

34.
35.

36.

The auditor’s report shall include a sectiothvhe heading “Opinion.”

When expressing an unmodified opinion on fimgEnstatements prepared in
accordance with a fair presentation framework, d@kditor's opinion shall, unless
otherwise required by law or regulation, use on¢heffollowing phrases, which are
regarded as being equivale(®ef: Para. A27-A33)

(@) The financial statements present fairly, in all enal respects, ... in accordance
with [the applicable financial reporting framewarky

(b) The financial statements give a true and fair vaéw.. in accordance with [the
applicable financial reporting framework].

When expressing an unmodified opinion on firerstatements prepared in accordance
with a compliance framework, the auditor’s opinishall be that the financial
statements are prepared, in all material respacttaccordance with [the applicable

10
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financial reporting framework{Ref: Para. A27, A29-A33)

37. If the reference to the applicable financial repgytframework in the auditor’s
opinion is not to International Financial Reportirfgtandards issued by the
International Accounting Standards Board or Inteomal Public Sector Accounting
Standards issued by the International Public Se&topunting Standards Board, the
auditor’s opinion shall identify the jurisdictiori origin of the framework

Other Reporting Responsibilities

38. If the auditor addresses other reporting respalitg#si in the auditor’s report on the
financial statements that are in addition to thelitaw's responsibility under the
ISAs (NZ) to report on the financial statementgsth other reporting responsibilities
shall be addressed in a separate section in thedsideport that shall be sub-titled
“Report on Other Legal and Regulatory Requiremémptsptherwise as appropriate to
the content of the sectiofRef: Para. A34-A35)

39. If the auditor’s report contains a separatéi@eon other reporting responsibilities, the
headings, statements and explanations referredgaragraphs 23-37 shall be under the
sub-title “Report on the Financial Statements.” TReport on Other Legal and
Regulatory Requirements” shall follow the “Repont the Financial StatementgRef:
Para. A36)

Signature of the Auditor

40. The auditor’s report shall be sign€Bef: Para. A37)

Date of the Auditor’s Report

41. The auditor’s report shall be dated no eathan the date on which the auditor has
obtained sufficient appropriate audit evidence dnctv to base the auditor’s opinion
on the financial statements, including evidencé (Raf: Para. A38-A41)

(@ All the statements that comprise the finanstatements, including the related
notes, have been prepared; and

(b) Those with the recognised authority have asdethat they have taken
responsibility for those financial statements.

Auditor’s Address
42. The auditor’s report shall name the locatioreretthe auditor practises.

Auditor’s Report Prescribed by Law or Regulation

43. If the auditor is required by law or regulatmima specific jurisdiction to use a specific
layout or wording of the auditor’s report, the d@ods report shall include, at a
minimum, each of the following elementBef: Para. A42)

(@) Atitle;
(b) An addressee, as required by the circumstasfdd® engagement;

(c) Anintroductory paragraph that identifies thrahcial statements audited;

11
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(d) A description of the responsibility of thoseaofped with governance (using the
appropriate term, see paragraph 24) for the préparaof the financial
statements;

(e) A description of the auditor’s responsibility £xpress an opinion on the
financial statements and the scope of the audit,iticludes:

«  Areference to International Standards on Audi(Mgw Zealand) and the law
or regulation; and

«  Adescription of an audit in accordance with thstsadards;

(H An opinion paragraph containing an expressidnopinion on the financial
statements and a reference to the applicable falareporting framework used to
prepare the financial statements (including idgimgf the jurisdiction of origin of
the financial reporting framework that is not Im&tonal Financial Reporting
Standards or International Public Sector AccourBtamdards, see paragraph 37);

(g) The auditor’s signature;

(h) The date of the auditor’s report; and

() The auditor’s address.

If the prescribed layout or wording do not meethiaimum requirements above, the

auditor shall attach a separate report that cordoton the requirements of this
ISA (NZ).*2

Auditor’s Report for Audits Conducted in Accordamath Both New Zealand’s Auditing
Standards and International Standards on Auditing

44,

[45.

An auditor is required to conduct an audit tcadance with the ISAs (NZ).
Compliance with ISAs (NZ) will also mean the auditoas complied with the
International Standards on Auditing (ISAs) in tlemduct of the audit. In this case, the
auditor’s report may refer to International Stam$aon Auditing in addition to the
International Standards on Auditing (New Zealan@kf: Para. A43-A44)

When the auditor’s report refers to both thational auditing standards and
International Standards on Auditing, the auditoeport shall identify the jurisdiction
of origin of the national auditing standardsHaragraph not relevant in New Zealand
— see paragraph 30.

Supplementary Information Presented with the Finan@l Statements(Ref: Para. A45-A51)

46.

If supplementary information that is not reqdiby the applicable financial reporting
framework is presented with the audited finandialesnents, the auditor shall evaluate
whether such supplementary information is cleailfeintiated from the audited
financial statementdf such supplementary information is not clearlyfedientiated
from the audited financial statements, the audgball ask management and, if
necessary, those charged with governance, to chmwehe unaudited supplementary
information is presented. If management and thbseged with governance refuse to

12 See ISA (NZ) 210, “Agreeing the Terms of Auditdagements,” paragraphs 21 and NZ 21.1.

12
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do so, the auditor shall explain in the auditorépart that such supplementary
information has not been audited.

Supplementary information that is not requibgdthe applicable financial reporting

framework but is nevertheless an integral parthef financial statements because it
cannot be clearly differentiated from the auditedificial statements due to its nature
and how it is presented shall be covered by th@a@tglopinion.

*k*k

Application and Other Explanatory Material
Qualitative Aspects of the Entity’s Accounting Pratices (Ref: Para. 12)

Al

A2.

AS.

Management and those charged with governandee raanumber of judgements
about the amounts and disclosures in the finagtaéments.

ISA (NZ) 260 contains a discussion of the gatlie aspects of accounting practiteés.
In considering the qualitative aspects of the atiiccounting practices, the auditor
may become aware of possible management bias. Udiramay conclude that the
cumulative effect of a lack of neutrality, togetheith the effect of uncorrected
misstatements, causes the financial statementswdsla to be materially misstated.
Indicators of a lack of neutrality that may afféwe auditor’s evaluation of whether the
financial statements as a whole are materiallytatiss include the following:

. The selective correction of misstatements broughhanagement’s attention
during the audit (for example, correcting misstatata with the effect of
increasing reported earnings, but not correctingstatements that have the
effect of decreasing reported earnings).

. Possible management bias in the making of accayestimates.

ISA (NZ) 540 addresses possible management Ilmasmaking accounting
estimates? Indicators of possible management bias do nottitates misstatements
for purposes of drawing conclusions on the readenabs of individual accounting
estimates. They may, however, affect the auditevaluation of whether the
financial statements as a whole are free from nadteisstatement.

Disclosure of the Effect of Material Transactions ad Events on the Information
Conveyed in the Financial StatementgRef: Para. 13(e))

A4.

It is common for financial statements preparedccordance with a general purpose
framework to present an entity’s financial positiinancial performance and cash
flows. In such circumstances, the auditor evaluatesther the financial statements
provide adequate disclosures to enable the intendgeid to understand the effect of
material transactions and events on the entityfsaricial position, financial
performance and cash flows.

13 ISA (NZ) 260, “Communication with Those ChargeithwGovernance,” Appendix 2.

14 1SA (NZ) 540, “Auditing Accounting Estimates, Inding Fair Value Accounting Estimates, and Related
Disclosures,” paragraph 21.

13
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Description of the Applicable Financial Reporting Famework (Ref: Para. 15)

AS.

AG.

A7.

As explained in ISA (NZ) 200, the preparatidntire financial statements by those
charged with governance requires the inclusionrofadequate description of the
applicable financial reporting framework in the dircial statementS. That
description is important because it advises usktheofinancial statements of the
framework on which the financial statements arebtas

A description that the financial statements @repared in accordance with a
particular applicable financial reporting framewoik appropriate only if the

financial statements comply with all the requiretseaf that framework that are
effective during the period covered by the finahstatements.

A description of the applicable financial refpog framework that contains
imprecise, qualifying or limiting language (for ewmple, “the financial statements
are in substantial compliance with Internationaldficial Reporting Standards”) is
not an adequate description of that framework amaty mislead users of the
financial statements.

Reference to More than One Financial Reporting Feauork

A8.

A9.

A10.

In some cases, the financial statements magesept that they are prepared in
accordance with two financial reporting framewori®r example, generally
accepted accounting practice in New Zealand aretrational Financial Reporting
Standards). This may be because those chargedgaitbrnance are required, or
have chosen, to prepare the financial statementsadoordance with both
frameworks, in which case both are applicable fanreporting frameworks. Such
description is appropriate only if the financiahtetments comply with each of the
frameworks individually. To be regarded as beingpared in accordance with both
frameworks, the financial statements need to compith both frameworks
simultaneously and without any need for reconcibteggements. Non-public benefit
entities who do not qualify for differential repoig concessions, or who are
qualifying entities but elect not to apply any bé tdifferential reporting concessions
available in theFramework for Differential Reportingwill be able to claim
compliance with International Financial Reportingrlards if they comply with all
the requirements of the New Zealand Equivalentsiniernational Financial
Reporting Standards.

Financial statements that are prepared in decme with one financial reporting
framework and that contain a note or supplemensdagement reconciling the
results to those that would be shown under andtharework, are not prepared in
accordance with that other framework. This is beeathe financial statements do
not include all the information in the manner regdiby that other framework.

The financial statements may, however, be gmexp in accordance with one
applicable financial reporting framework and, irdéidn, describe in the notes to
the financial statements the extent to which timarfcial statements comply with
another framework (for example, financial stateragmepared in accordance with
the national framework that also describe the éxterwhich they comply with

International Financial Reporting Standards). Sdescription is supplementary

15

ISA (NZ) 200, paragraphs A2-A3.

14
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financial information and, as discussed in paragrdp, is considered an integral
part of the financial statements and, accordinglgovered by the auditor’s opinion.

Form of Opinion (Ref: Para. 18-19)

All. There may be cases where the financial statespalthough prepared in accordance
with the requirements of a fair presentation frameyy do not achieve fair
presentation. Where this is the case, it may besiplesfor those charged with
governance to include additional disclosures in fihancial statements beyond
those specifically required by the framework orgktremely rare circumstances, to
depart from a requirement in the framework in orileachieve fair presentation of
the financial statements.

Al1l2. It will be extremely rare for the auditor torsider financial statements that are
prepared in accordance with a compliance frameworkbe misleading if, in
accordance with ISA (NZ) 210, the auditor deterrdirtbat the framework is
acceptablé®

Auditor’'s Report (Ref: Para. 20)

Al13. A written report encompasses reports issudthid copy format and those using an
electronic medium.

Al4. Appendix 1 contains illustrations of auditor€ports on financial statements,
incorporating the elements set forth in paragr&ihg2.

Auditor’s Report for Audits Conducted in Accordamgth International Standards on
Auditing (New Zealand)

Title (Ref: Para. 21)

Al15. A title indicating the report is the report afh independent auditor, for example,
“Independent Auditor’s Report,” affirms that thedeor has met all of the relevant
ethical requirements regarding independence anekeftbre, distinguishes the
independent auditor’s report from reports issuedtbers.

AddressegRef: Para. 22)

Al6. Law or regulation often specifies to whom #nalitor’s report is to be addressed.
The auditor’s report is normally addressed to tHfosevhom the report is prepared,
often to the shareholders of the entity whose firerstatements are being audited,
or to the readers of the financial statementshigndase of public sector entities).

Introductory Paragrap{Ref: Para. 23)

Al7. The introductory paragraph states, for examfiiat the auditor has audited the
accompanying financial statements of the entityictvitcomprise [state the title of
each financial statement comprising the complete afefinancial statements
required by the applicable financial reporting feamork, specifying the date or
period covered by each financial statement] and shenmary of significant
accounting policies and other explanatory inforovati

16 ISA (NZ) 210, “Agreeing the Terms of Audit Engagemts,” paragraph 6(a).
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A19.
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When the auditor is aware that the auditedrfanal statements will be included in a
document that contains other information, suchraarmual report, the auditor may
consider, if the form of presentation allows, idiing the page numbers on which
the audited financial statements are presenteds Tbips users to identify the
financial statements to which the auditor’s repelates.

The auditor’s opinion covers the completedeinancial statements as defined by
the applicable financial reporting framework. Fomample, in the case of many
general purpose frameworks, the financial statesngrdiude: a balance sheet, an
income statement, a statement of changes in equitgsh flow statement, and a
summary of significant accounting policies and otbeplanatory information. In
some jurisdictions additional information mightalse considered to be an integral
part of the financial statements.

The Responsibility of Those Charged with Governdnceghe Financial Statemenigef: Para.
26)

A20.

A21.

A22.

A23.

ISA (NZ) 200 explains the premise, relatinghie responsibilities of those charged
with governance, on which an audit in accordandé W8As (NZ) is conductet.
Those charged with governance accept responsiliditythe preparation of the
financial statements in accordance with the apbleafinancial reporting
framework, including, where relevant, fair preséinta Those charged with
governance also accept responsibility for suchrimatecontrol as they determine
necessary to enable the preparation of financialestents that are free from
material misstatement, whether due to fraud orrerfthe description of the
responsibilities of those charged with governancehe auditor’s report includes
reference to both responsibilities as it helpsxqgan to users the premise on which
an audit is conducted.

There may be circumstances when it is appatgrior the auditor to add to the
description of the responsibility of those chargeth governance in paragraph 26 to
reflect additional responsibilities that are relatveo the preparation of the financial
statements in the context of the particular judgdn or the nature of the entity.

Paragraph 26 is consistent with the form inclwhhe responsibilities are agreed in
the engagement letter or other suitable form oftemi agreement, as required by
ISA (NZ) 21028 ISA (NZ) 210 provides some flexibility by explaimj that, if law or
regulation prescribes the responsibilities of thaterged with governance in
relation to financial reporting, the auditor mayetenine that the law or regulation
includes responsibilities that, in the auditor’dgement, are equivalent in effect to
those set out in ISA (NZ) 210. For such responsigxl that are equivalent, the
auditor may use the wording of the law or regulatio describe them in the
engagement letter or other suitable form of writtgmeement. In such cases, this
wording may also be used in the auditor’s reporie¢scribe the responsibilities of
those charged with governance as required by pgrhdt6. In other circumstances,
including where the auditor decides not to usewbeding of law or regulation as
incorporated in the engagement letter, the wordingaragraph 26 is used.

In some jurisdictions, law or regulation pmésing the responsibilities of those

17

18

ISA (NZ) 200, paragraph 13()).
ISA (NZ) 210, paragraphs 6(b)(i)-(ii).
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charged with governance may specifically refer responsibility for the adequacy
of accounting books and records, or accountingesyst As books, records and
systems are an integral part of internal contra ¢@fined by ISA (NZ) 315

(Revised}®), the descriptions in ISA (NZ) 210 do not make cfie reference to

them.

Auditor’'s ResponsibilityRef: Para. 29-30)

A24.

A25.

A26.

The auditor’s report states that the auditoesponsibility is to express an opinion
on the financial statements based on the auditrderoto contrast it to the

responsibility of those charged with governancetfar preparation of the financial
statements.

The reference to the standards used convelysetasers of the auditor’s report that
the audit has been conducted in accordance widihlested standards.

In accordance with ISA (NZ) 200, the auditaed not represent compliance with
ISAs (NZ) or ISAs in the auditor’s report unlese thuditor has complied with the
requirements of ISA (NZ) 200 and all other ISAs jN&evant to the audff

Auditor’s Opinion(Ref: Para. 35-37)

Wording of the auditor’s opinion prescribed by lanregulation

A27.

NZ-A27.1

ISA (NZ) 210 explains that, in some cases, lawregulation of the relevant
jurisdiction prescribes the wording of the audsoreport (which in particular
includes the auditor’s opinion) in terms that armgngicantly different from the
requirements of ISAs (NZ). In these circumstand&# (NZ) 210 requires the
auditor to evaluate:

(&) Whether users might misunderstand the assuranagnedtfrom the audit of
the financial statements and, if so,

(b) Whether additional explanation in the auditor’sagpcan mitigate possible
misunderstanding.

If the auditor concludes that additional explamatio the auditor’s report cannot
mitigate possible misunderstanding, ISA (NZ) 21§uiees the auditor not to accept
the audit engagement, unless required by law arlaggn to do so. In accordance
with ISA (NZ) 210, an audit conducted in accordamgth such law or regulation
does not comply with ISAs (NZ). Accordingly, theditor does not include any
reference in the auditor’s report to the audit hgvbeen conducted in accordance
with International Standards on Auditing (New Zealp %

Professional and Ethical Standard 1 (Benj*—Rule—11 requires assurance

practitioners to-cemply act in accordance with-Aingjthe sStandards issued by the
External Reporting Board, the New Zealand Auditimgd Assurance Standards

¥ ISA (NZ) 315 (Revised), “Identifying and Assesgirthe Risks of Material Misstatement through
Understanding the Entity and Its Environment,” gaaph 4(c).

20

ISA (NZ) 200, paragraph 20. Compliance withl8lAs (NZ) relevant to the auditor will mean complia

with ISAs.
2L |SA(NZ) 210, paragraph 21.
%22 pPES-1 (Revised), “Code of Ethicals-Standardé\Esurance Practitioners”.
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Board and the New Zealand Auditing and Assuraneandsirds Board; therefore

assurance practitioners shall not sign an audibrtegpat does not conform to the
requirements of this ISA (NZ). In the extremelyeraituation described above, the
auditor shall attach a separate report that corddorthe requirements of this ISA
(NZ).

“Present fairly, in all material respects” or “giadrue and fair view”

A28.

Whether the phrase “present fairly, in all emetl respects,” or the phrase “give a
true and fair view” is used in any particular jalition is determined by the law or
regulation governing the audit of financial statetsein that jurisdiction, or by
generally accepted practice in that jurisdictiorhaié law or regulation requires the
use of different wording, this does not affect tequirement in paragraph 14 of this
ISA (NZ) for the auditor to evaluate the fair pnetsgion of financial statements
prepared in accordance with a fair presentatioménsork.

Description of information that the financial staients present

A29.

In the case of financial statements prepanedcicordance with a fair presentation
framework, the auditor’s opinion states that timaficial statements present fairly, in
all material respects, or give a true and fair vadwthe information that the financial
statements are designed to present, for examplleeioase of many general purpose
frameworks, the financial position of the entity atsthe end of the period and the
entity’s financial performance and cash flows fwe period then ended.

Description of the applicable financial reportimgrhework and how it may affect the
auditor’s opinion

A30.

A31.

A32.

The identification of the applicable financi&porting framework in the auditor’s
opinion is intended to advise users of the auditoeport of the context in which the
auditor’s opinion is expressed; it is not intendedimit the evaluation required in
paragraph 14. The applicable financial reportirgmiework is identified in such
terms as:

“... In accordance with International Financial Repay Standards” or
“... in accordance with generally accepted accounpiragtice in New Zealand.”

When the applicable financial reporting franoekvencompasses financial reporting
standards and legal or regulatory requirementsfrémeework is identified in such
terms as “... in accordance with International FinanReporting Standards and the
requirements of Jurisdiction X Corporations ActSA (NZ) 210 deals with
circumstances where there are conflicts betweerfitlamcial reporting standards
and the legislative or regulatory requirements.

As indicated in paragraph A8, the financiahteinents may be prepared in
accordance with two financial reporting frameworkghich are therefore both
applicable financial reporting frameworks. Accomglyy each framework is

considered separately when forming the auditor’'sniop on the financial

statements, and the auditor’s opinion in accordawvite paragraphs 35-36 refers to
both frameworks as follows:

3 ISA (NZ) 210, paragraph 18.
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(a) If the financial statements comply with each of fremeworks individually,
two opinions are expressed: that is, that the Girsdrstatements are prepared
in accordance with one of the applicable finanogdorting frameworks (for
example, generally accepted accounting practicéNew Zealand) and an
opinion that the financial statements are preparextcordance with the other
applicable financial reporting framework (for exdmpnternational Financial
Reporting Standards). These opinions may be exgulessparately or in a
single sentence (for example, the financial statgmare presented fairly, in
all material respects, in accordance with generabtcepted accounting
practice in New Zealand and with International Ricial Reporting
Standards).

(b) If the financial statements comply with one of tiameworks but fail to
comply with the other framework, an unmodified apmcan be given that the
financial statements are prepared in accordande tvé one framework (for
example, the national framework) but a modifiednagm given with regard to
the other framework (for example, International &faial Reporting
Standards) in accordance with ISA (NZ) 705.

As indicated in paragraph A10, the financi@tesments may represent compliance
with the applicable financial reporting frameworkda in addition, disclose the
extent of compliance with another financial repagtiframework. As explained in
paragraph A46, such supplementary information &eed by the auditor’s opinion
as it cannot be clearly differentiated from theafigial statements.

(@) If the disclosure as to the compliance with theeofinamework is misleading,
a modified opinion is expressed in accordance &th(NZ) 705.

(b) If the disclosure is not misleading, but the audjtadges it to be of such
importance that it is fundamental to the users’arstanding of the financial
statements, an Emphasis of Matter paragraph isdagdexccordance with
ISA (NZ) 706, drawing attention to the disclosure.

Other Reporting ResponsibilitigRef: Para. 38-39)

A34.

A35.

A36.

In some jurisdictions, the auditor may haveiaonal responsibilities to report on
other matters that are supplementary to the atslitesponsibility under the ISAs
(NZ) to report on the financial statements. Formepke, the auditor may be asked to
report certain matters if they come to the audstattention during the course of the
audit of the financial statements. Alternativehg tauditor may be asked to perform
and report on additional specified proceduresooexpress an opinion on specific
matters, such as the adequacy of accounting bouksegords.

In some cases, the relevant law or regulatiag require or permit the auditor to report
on these other responsibilities within the audito€port on the financial statements. In
other cases, the auditor may be required or pedniti report on them in a separate
report.

These other reporting responsibilities arerassked in a separate section of the
auditor’s report in order to clearly distinguisteth from the auditor’s responsibility

under the ISAs (NZ) to report on the financial staénts. Where relevant, this

section may contain sub-heading(s) that describ#{s) content of the other

reporting responsibility paragraph(s).
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Signature of the AuditqRef: Para. 40)

A37.

The auditor’s signature is either in the nashéhe audit firm, the personal name of
the auditor or both, as appropriate for the paldicengagement. In addition to the
auditor’s signature, in certain jurisdictions, #neditor may be required to declare in
the auditor’s report the auditor’'s professional aasttancy designation or the fact
that the auditor or firm, as appropriate, has bemognised by the appropriate
licensing authority in that jurisdiction.

Date of the Auditor’'s ReporRef: Para. 41)

A38.

A39.

A40.

A4l.

The date of the auditor’s report informs theemof the auditor’s report that the
auditor has considered the effect of events amisai@ions of which the auditor
became aware and that occurred up to that date.alid#or’s responsibility for
events and transactions after the date of the atgliteport is addressed in
ISA (NZ) 560%*

Since the auditor’s opinion is provided on fimancial statements and the financial
statements are the responsibility of those chavngddgovernance, the auditor is not
in a position to conclude that sufficient approf@iaudit evidence has been obtained
until evidence is obtained that all the statemethizt comprise the financial
statements, including the related notes, have pegpared and those charged with
governance have accepted responsibility for them.

In some types of entities, law or regulatidentifies the individuals or bodies (for
example, the directors) that are responsible faclcaling that all the statements that
comprise the financial statements, including tha&tee notes, have been prepared, and
specifies the necessary approval process. In sasdscevidence is obtained of that
approval before dating the report on the finansiatements. In other cases, however,
the approval process is not prescribed in law @ulegion. In such cases, the
procedures the entity follows in preparing and Ifgirag its financial statements in
view of its governance structures are considerexder to identify the individuals or
body with the authority to conclude that all thateiments that comprise the financial
statements, including the related notes, have pegpared. In some cases, law or
regulation identifies the point in the financigtstment reporting process at which the
audit is expected to be complete.

In some cases, final approval of the finanstatements by shareholders is required
before the financial statements are issued publiclthese situations, final approval
by shareholders is not necessary for the auditorcdoclude that sufficient
appropriate audit evidence has been obtained. ateeaf approval of the financial
statements for purposes of ISAs (NZ) is the ead&te on which those with the
recognised authority determine that all the stateméhat comprise the financial
statements, including the related notes, have pegpared and that those with the
recognised authority have asserted that they lekentresponsibility for them.

2 1SA (NZ) 560, “Subsequent Events,” paragraphd 10-

20



ISA (NZ) 700

Auditor’s Report Prescribed by Law or Regulati@ef: Para. 43)

A42.

ISA (NZ) 200 explains that the auditor may feguired to comply with legal or
regulatory requirements in addition to I1SAs (NZ)Where this is the case, the
auditor may be obliged to use a layout or wordimg¢hie auditor’s report that differs
from that described in this ISA (NZ). As explainadparagraph 4, consistency in the
auditor’s report, when the audit has been conduictestcordance with ISAs (NZ),
promotes credibility in the global marketplace bgkimg more readily identifiable
those audits that have been conducted in accordastbe globally recognised
standards. When the differences between the legedgulatory requirements and
ISAs (NZ) relate only to the layout and wording tbe auditor’s report and, at a
minimum, each of the elements identified in parpgrd3(a)(i) are included in the
auditor’s report, the auditor’s report may refetriternational Standards on Auditing
(New Zealand). Accordingly, in such circumstandesduditor is considered to have
complied with the requirements of ISAs (NZ), evehew the layout and wording
used in the auditor’s report are specified by legal regulatory reporting
requirements. Where specific requirements in aqudatr jurisdiction do not conflict
with ISAs (NZ), adoption of the layout and wordinged in this ISA (NZ) assists
users of the auditor’s report more readily to retsg the auditor’s report as a report
on an audit conducted in accordance with ISAs (NBA (NZ) 210 deals with
circumstances where law or regulation prescribes l#tyout or wording of the
auditor’s report in terms that are significanthyffelient from the requirements of
ISAs (N2Z).)

Auditor’s Report for Audits Conducted in Accordamgth Both New Zealand Auditing
Standards and International Standards on AuditiRe: Para. 44)

A43.

Ad4.

The auditor may refer in the auditor’s reporthe audit having been conducted in
accordance with both International Standards onithugdas well as New Zealand
auditing standards when the auditor complies wattheof the ISAs (NZ) relevant to
the audit®

A reference to both International StandardsAaditing and the national auditing
standards is not appropriate if there is a conbietween the requirements in ISAs
and those in the national auditing standards thaildvlead the auditor to form a
different opinion or not to include an EmphasisM#étter paragraph that, in the
particular circumstances, is required by ISAs. &xample, some national auditing
standards prohibit the auditor from including andhasis of Matter paragraph to
highlight a going concern problem, whereas ISA B@uires the auditor to add an
Emphasis of Matter paragraph in such circumstaficessuch a case, the auditor’s
report refers only to the auditing standards (eith@ernational Standards on
Auditing or the national auditing standards) in@dance with which the auditor’s
report has been prepared.

25

26

27

ISA (NZ) 200, paragraph A55.
ISA (NZ) 200, paragraph A56.
ISA 570, “Going Concern,” paragraph 19.
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Supplementary Information Presented with the Finan@l Statements(Ref: Para. 46-47)

A45.

A46.

A47.

A48.

A49.

AS0.

AS51.

In some circumstances, the entity may be redguby law, regulation or standards, or
may voluntarily choose, to present together withe thnancial statements
supplementary information that is not required Iy &pplicable financial reporting
framework. For example, supplementary informatiaghthbe presented to enhance
a user’s understanding of the applicable finan@pbrting framework or to provide
further explanation of specific financial statematgms. Such information is
normally presented in either supplementary schedui@s additional notes.

The auditor’s opinion covers supplementaryoinfation that cannot be clearly
differentiated from the financial statements beeao$ its nature and how it is
presented. For example, this would be the case wihemotes to the financial
statements include an explanation of the extenwhah the financial statements
comply with another financial reporting framewoikie auditor’s opinion would

also cover notes or supplementary schedules tleatciarss-referenced from the
financial statements.

Supplementary information that is covered iy auditor’s opinion does not need to
be specifically referred to in the introductory ggwraph of the auditor’s report when
the reference to the notes in the description ef statements that comprise the
financial statements in the introductory paragrispgsufficient.

Law or regulation may not require that the @amentary information be audited,
and those charged with governance may decide reditdhe auditor to include the
supplementary information within the scope of thditof the financial statements.

The auditor’s evaluation whether unauditedpseimentary information is presented
in a manner that could be construed as being cdveyethe auditor’s opinion

includes, for example, where that information ieganted in relation to the financial
statements and any audited supplementary informatod whether it is clearly
labeled as “unaudited.”

The entity could change the presentation udiited supplementary information
that could be construed as being covered by thiaaisdopinion, for example, by:

. Removing any cross references from the financialestents to unaudited
supplementary schedules or unaudited notes sahitbalemarcation between
the audited and unaudited information is suffidieotear.

. Placing the unaudited supplementary informationsidet of the financial
statements or, if that is not possible in the enstances, at a minimum place
the unaudited notes together at the end of theirsjmotes to the financial
statements and clearly label them as unauditeduditeal notes that are
intermingled with the audited notes can be misprted as being audited.

The fact that supplementary information isudited does not relieve the auditor of
the responsibility to read that information to itBnmaterial inconsistencies with
the audited financial statements. The auditor'spaasibilities with respect to
unaudited supplementary information are consisterth those described in
ISA (NZ) 7207

28

ISA (NZ) 720, “The Auditor's Responsibilities R¢ihg to Other Information in Documents Containing

Audited Financial Statements.”
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Appendix 1
(Ref: Para. A14)

lllustrations of Auditors’ Reports on Financial Statements

lllustration 1: An entity not subject to the FinslcReporting Act 1993. An auditor’s
report on financial statements prepared in accaslawith a fair presentation
framework designed to meet the common financialrmition needs of a wide range
of users (for example, generally accepted accogmiiactice in New Zealand).

lllustration 2: A company, other than an exempt pany. [Therefore subject to the
Financial Reporting Act 1993.]

lllustration 3: An exempt company as defined byRieancial Reporting Act 1993.

lllustration 4: An auditor’s report on financiabs¢ments prepared in accordance with a
compliance framework designed to meet the commmemntial information needs of a
wide range of users.

lllustration 5: An auditor’s report on consolidatBdancial statements prepared for a
reporting entity as defined by the Financial RejpgrAct 1993.
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[llustration 1:
Circumstances include the following:
. Audit of a complete set of financial statements.

. The financial statements are prepared for a generapurpose in accordance with
generally accepted accounting practice in New Zeaid.

. The entity is NOT subject to the Financial Reportig Act 1993 or any other
legislation.

. The terms of the audit engagement reflect descripin of the responsibility of those
charged with governance for the financial statemerstin ISA (NZ) 210.

. In addition to the audit of the financial statemens, the auditor has other reporting
responsibilities required under local law.

INDEPENDENT AUDITOR’S REPORT
To the Beneficiaries of ABC Trust
Report on the Financial Statements

We have audited the financial statements of ABGsiTam pages .... to ...., which comprise
the balance sheet as at December 31, 20X1, anddbme statement, statement of changes
in equity [and cash flow statemenfpr the year then ended, and a summary of sigmific
accounting policies and other explanatory inforovati

Trustees® Responsibility for the Financial Statements

The trustees are responsible for the preparatiah fain presentationof these financial
statements in accordance with generally accepteauating practice in New Zealand and for
such internal control as the trustees determingeisessary to enable the preparation of
financial statements that are free from materiagstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on ¢hiésancial statements based on our audit.
We conducted our audit in accordance with Inteomai Standards on Auditing (New
Zealand). Those standards require that we complly athical requirements and plan and
perform the audit to obtain reasonable assuranocatathether the financial statements are
free from material misstatement.

The sub-title “Report on the Financial Statemeigstinnecessary in circumstances when the secdnd su
title “Report on Other Legal and Regulatory Reqguieats” is not applicable.

If one is prepared.
Or other term that is appropriate for the natfrthe entity.

Where the responsibility of those charged witkiegnance is to prepare financial statements thvat @itrue
and fair view, this may read: “The trustees ar@aoesible for the preparation of financial stateraghat
give a true and fair view of the matters to whitleyt relate and in accordance with generally acdepte
accounting practice in New Zealand and for such...”
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An audit involves performing procedures to obtaudif evidence about the amounts and
disclosures in the financial statements. The proed selected depend on the auditor’s
judgement, including the assessment of the riskeaterial misstatement of the financial
statements, whether due to fraud or error. In ntpkhose risk assessments, the auditor
considers internal control relevant to the entifyieparation and fair presentafioof the
financial statements in order to design audit pdaces that are appropriate in the
circumstances, but not for the purpose of exprgsam opinion on the effectiveness of the
entity’s internal controf.An audit also includes evaluating the appropriessnof accounting
policies used and the reasonableness of accowsgingates, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a
basis for our audit opinion.

Other than in our capacity as auditor we have fagiomship with, or interests in, ABC Trust.
Opinion

In our opinion, the financial statements on pagesto...... present fairly, in all material
respects, (ogive a true and fair view pthe financial position of ABC Trust as at December
31, 20X1, andd) its financial performance [and its cash flolv&lr the year then ended in
accordance with generally accepted accountingipeact New Zealand.

Report on Other Legal and Regulatory Requirements

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

[Auditor’s signature]
[Date of the auditor’s report]
[Auditor’s address]

® In the case of footnote 4, this sentence may: réadnaking those risk assessments, the auditosiders

internal control relevant to the entity’'s prepasatpf financial statements that give a true andfaw of

the matters to which they relate in order to desmmit procedures that are appropriate in the
circumstances, but not for the purpose of exprgsaimopinion on the effectiveness of the entitgigiinal
control.”

In circumstances when the auditor also has respitity to express an opinion on the effectiveness
internal control in conjunction with the audit dfet financial statements, this sentence would belegdbas
follows: “In making those risk assessments, theitaudonsiders internal control relevant to theitgist
preparation and fair presentation of the finanstatements in order to design audit proceduresdiet
appropriate in the circumstances.” In the case adftrfote 4, this may read: “In making those risk
assessments, the auditor considers internal carfelant to the entity’s preparation of finanatdtements
that give a true and fair view of the matters tdohitthey relate in order to design audit procedtinas are
appropriate in the circumstances.”

" If a cash flow statement is prepared.
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lllustration 2:
Circumstances include the following:

. Audit of a complete set of financial statements ad reporting entity (in this case a
company) as defined by the Financial Reporting Act993.

. The terms of the audit engagement reflect the degption of the responsibility of
those charged with governance for the financial staments in ISA (NZ) 210.

INDEPENDENT AUDITOR’S REPORT
To the Shareholders of ABC Limited
Report on the Financial Statements

We have audited the financial statements of ABC itach on pages .... to ...., which
comprise the balance sheet as at December 31, 20lthe income statement, statement of
changes in equity and cash flow statement for thar yhen ended, and a summary of
significant accounting policies and other explanatoformation.

Directors’ Responsibility for the Financial Statemt®

The directors are responsible for the preparatiofinancial statements in accordance with
generally accepted accounting practice in New Zwhind that give a true and fair view of
the matters to which they relate, and for suchrivalecontrol as the directors determine is
necessary to enable the preparation of financiaestents that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on ¢hiésancial statements based on our audit.
We conducted our audit in accordance with Inteomai Standards on Auditing (New
Zealand). Those standards require that we complly athical requirements and plan and
perform the audit to obtain reasonable assuranoatathether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtaudia evidence about the amounts and
disclosures in the financial statements. The proeed selected depend on the auditor’s
judgement, including the assessment of the riskeaterial misstatement of the financial
statements, whether due to fraud or error. In ntpkhose risk assessments, the auditor
considers internal control relevant to the entify'eparation of financial statements that give
a true and fair view of the matters to which thekate in order to design audit procedures that
are appropriate in the circumstances, but notHerpurpose of expressing an opinion on the
effectiveness of the entity’s internal contfolAn audit also includes evaluating the
appropriateness of accounting policies used andeasonableness of accounting estimates,
as well as evaluating the presentation of the irrstatements.

8 In circumstances when the auditor also has respility to express an opinion on the effectivene$s

internal control in conjunction with the audit dfet financial statements, this sentence would belegdas
follows: “In making those risk assessments, theitaudonsiders internal control relevant to theitgist
preparation of the financial statements that giteua and fair view of the matters to which thelate in
order to design audit procedures that are apprgpnahe circumstances.”
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We believe that the audit evidence we have obtamedfficient and appropriate to provide a
basis for our audit opinion.
Other than in our capacity as auditor we have natiomship with, or interests in, ABC
Limited.
Opinion
In our opinion, the financial statements on pageda.....:

« comply with generally accepted accounting pradticdew Zealand

e give a true and fair view of the financial positiohABC Limited as at December 31,

20X1 and its financial performance and its castvéldor the year ended on that date.

Report on Other Legal and Regulatory Requirements
In accordance with the Financial Reporting Act 1988 report that:

* We have obtained all the information and explamatithat we have required.

* In our opinion proper accounting records have despt by ABC Limited as far as
appears from an examination of those records.

[Add any matters required to be included underathgr legislation or regulation.]

[Auditor’s signature]
[Date of the auditor’s report]
[Auditor’s address]

®  May also include: comply with International Firéal Reporting Standards, if appropriate.
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lllustration 3:
Circumstances include the following:

. Audit of a complete set of financial statements ain exempt company as defined
by the Financial Reporting Act 1993.
. The terms of the audit engagement reflect the deggption of the responsibility of
those charged with governance for the financial staments in ISA (NZ) 210.
INDEPENDENT AUDITOR’S REPORT
To the Shareholders of ABC Limited
Report on the Financial Statements
We have audited the financial statements of ABC itach on pages .... to ...., which

comprise the balance sheet as at December 31, 20Wd1the income statement for the year
then ended, and a summary of significant accounpogcies and other explanatory
information.

Directors’ Responsibility for the Financial Statemt®

The directors are responsible for the preparatiothese financial statements in accordance
with the Financial Reporting Order 1994 and forlsutternal control as they determine is
necessary to enable the preparation of financialestents that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on ¢hfssancial statements based on our audit.
We conducted our audit in accordance with Inteomai Standards on Auditing (New
Zealand)'° Those standards require that we comply with ethisguirements and plan and
perform the audit to obtain reasonable assurancatathether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtaiia evidence about the amounts and
disclosures in the financial statements. The promsd selected depend on the auditor’s
judgement, including the assessment of the riskmaterial misstatement of the financial
statements, whether due to fraud or error. In npkhose risk assessments, the auditor
considers internal control relevant to the entigyteparation of the financial statements in
order to design audit procedures that are apptepneathe circumstances, but not for the
purpose of expressing an opinion on the effectiser® the entity’s internal contrbl.An
audit also includes evaluating the appropriaten&ssaccounting policies used and the
reasonableness of accounting estimates as wellahisaging the presentation of the financial
statements.

19 The auditor may also claim compliance with Ingtional Standards on Auditing.

In circumstances when the auditor also has resipitity to express an opinion on the effectiveness
internal control in conjunction with the audit dfet financial statements, this sentence would belegdas
follows: “In making those risk assessments, theitaudonsiders internal control relevant to theitgist
preparation of the financial statements in ordemdésign audit procedures that are appropriate én th
circumstances.”

11
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We believe that the audit evidence we have obtamedfficient and appropriate to provide a
basis for our audit opinion.
Other than in our capacity as auditor we have natiomship with, or interests in, ABC
Limited.
Opinion
In our opinion, the financial statements on pagesto.....are prepared, in all material
respects, in accordance with the Financial Repp@mnder 1994.
Report on Other Legal and Regulatory Requirements
In accordance with the Financial Reporting Act 1988 report that:

* We have obtained all the information and explamatithat we have required.

* In our opinion proper accounting records have despt by ABC Limited as far as
appears from an examination of those records.

[Add any matters required to be included underathgr legislation or regulation.]
[Auditor’s signature]

[Date of the auditor’s report]

[Auditor’s address]
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lllustration 4:
Circumstances include the following:
. Audit of a complete set of financial statements ragred by law or regulation.

. The financial statements are prepared for a generapurpose by the entity in
accordance with the Financial Reporting Framework XYZ Law) of Jurisdiction
X (that is, a financial reporting framework, encompassing law or regulation,
designed to meet the common financial information @eds of a wide range of
users, but which is NOT a fair presentation framewk).

. The terms of the audit engagement reflect the degption of the responsibility of
those charged with governance for the financial staments in ISA (NZ) 210.

INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]

We have audited the financial statements of ABGitjgron pages .... to ...., which comprise
the balance sheet as at December 31, 20X1, anddbme statement, statement of changes
in equity and cash flow statement for the year thaded, and a summary of significant
accounting policies and other explanatory infororati

The Responsibility of [Those Charged with Governace]*? for the Financial Statements

[Those charged with governance] are responsiblettier preparation of these financial
statements in accordance with XYZ Law of JurisdictX and for such internal control as
[those charged with governance] determine is necgse enable the preparation of financial
statements that are free from material misstateméregther due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on ¢hfssancial statements based on our audit.
We conducted our audit in accordance with Inteomai Standards on Auditing (New
Zealand)'® Those standards require that we comply with ethisguirements and plan and
perform the audit to obtain reasonable assurancatathether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtauia evidence about the amounts and
disclosures in the financial statements. The promsd selected depend on the auditor’s
judgement, including the assessment of the riskmaterial misstatement of the financial

statements, whether due to fraud or error. In npkhose risk assessments, the auditor
considers internal control relevant to the entigyteparation of the financial statements in
order to design audit procedures that are apptepneathe circumstances, but not for the
purpose of expressing an opinion on the effectisers the entity’s internal contrl.An

12 Use the term that is appropriate in the contéste legal framework in the particular jurisdiatio

The auditor may also claim compliance with Inggional Standards on Auditing.

In circumstances when the auditor also has respitity to express an opinion on the effectiveness
internal control in conjunction with the audit d¢fet financial statements, this sentence would belegdas
follows: “In making those risk assessments, theitaudonsiders internal control relevant to theitgist
preparation of the financial statements in orderd#ésign audit procedures that are appropriate én th
circumstances.”

13
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audit also includes evaluating the appropriaten&ssaccounting policies used and the
reasonableness of accounting estimates as wellahisaging the presentation of the financial
statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a
basis for our audit opinion.

Other than in our capacity as auditor we have natiomship with, or interests in, ABC
[entity].
Opinion

In our opinion, the financial statements of ABCtsfh on pages .... to ....for the year ended
December 31, 20X1 are prepared, in all materiglgets, in accordance with XYZ Law of
Jurisdiction X.

[Auditor’s signature]

[Date of the auditor’s report]
[Auditor’s address]
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lllustration 5:
Circumstances include the following:

. Audit of consolidated financial statements preparedor a reporting entity as defined
by the Financial Reporting Act 1993.

. The terms of the group audit engagement reflect thdescription of the responsibility
of those charged with governance for the financiatatements in ISA (NZ) 210.

INDEPENDENT AUDITOR’S REPORT
To the Shareholders of ABC Limited
Report on the Financial Statements’

We have audited the financial statements of ABCitdachand group on pages ... to ..., which
comprise the consolidated and separate balancésstieABC Limited as at December 31,
20X1, the consolidated and separate income statspsatements of changes in equity and
cash flow statements for the year then ended, asdnamary of significant accounting
policies and other explanatory information.

Directors’ Responsibility for the Financial Statemte

The directors are responsible for the preparatiofinancial statements in accordance with
generally accepted accounting practice in New Zwhind that give a true and fair view of
the matters to which they relate and for such nmakcontrol as the directors determine is
necessary to enable the preparation of financialestents that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on ¢hfssancial statements based on our audit.
We conducted our audit in accordance with Inteomai Standards on Auditing (New
Zealand)!® Those standards require that we comply with ethisguirements and plan and
perform the audit to obtain reasonable assurancatathether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtairia evidence about the amounts and
disclosures in the financial statements. The promsd selected depend on the auditor’s
judgement, including the assessment of the riskeaterial misstatement of the financial

statements, whether due to fraud or error. In ntpkhose risk assessments, the auditor
considers internal control relevant to the entifyreparation of financial statements that give
a true and fair view of the matters to which thekate in order to design audit procedures that
are appropriate in the circumstances, but notHerpgurpose of expressing an opinion on the
effectiveness of the entity’'s internal conttblAn audit also includes evaluating the

5 The sub-title “Report on the Financial Statemefigstinnecessary in circumstances when the secdnd su

title “Report on Other Legal and Regulatory Reqguieats” is not applicable.
The auditor may also claim compliance with Inggional Standards on Auditing.

In circumstances when the auditor also has respitity to express an opinion on the effectiveness
internal control in conjunction with the audit d¢fet financial statements, this sentence would belegdbas
follows: “In making those risk assessments, theitaudonsiders internal control relevant to theitgist

16
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appropriateness of accounting policies used andeasonableness of accounting estimates,
as well as evaluating the overall presentatiomeffinancial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a
basis for our audit opinion.

Other than in our capacity as auditor we have tatiomship with, or interests in, ABC
Limited or any of its subsidiaries.
Opinion
In our opinion, the financial statements on pageda.....:
« comply with generally accepted accounting praaiicdew Zealand;
« comply with International Financial Reporting Stards;

e give atrue and fair view of the financial positiohABC Limited and the group as at
December 31, 20X1, and their financial performazce cash flows for the year then
ended.

Report on Other Legal and Regulatory Requirements
In accordance with the Financial Reporting Act 1988 report that:

* We have obtained all the information and explametive have required.

* In our opinion proper accounting records have despt by ABC Limited as far as
appears from our examination of those records.

[Add any matters required to be included underathgr legislation or regulation.]

[Auditor’s signature]
[Date of the auditor’s report]

[Auditor’s address]

preparation of financial statements that give a ttad fair view of the matters to which they reiaterder
to design audit procedures that are appropriatieeirtircumstances.”
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Appendix 2
(Ref: Para. NZ 33.1)

Existence of any Other Relationship of the Auditomwith the Entity

The Financial Reporting Act 1993 (sections 16 andréquires the audit report of a reporting
entity or an exempt company to state the existaicany relationship (other than that of
auditor) which the auditor has with, or any intéseshich the auditor has in, the entity or any
of its subsidiaries (in the case of a reportingtgnt

Paragraph NZ 33.1 of this Standard requires thétaudf all entities to state in the audit
report the existence of any relationship (othenttieat of auditor) which the auditor has with,
or any interests the auditor has in, the entitsiror of its subsidiaries.

The material below sets out an example of wordifngcly can be used in the audit report
where the auditor has a relationship with (othantthat of auditor), or interests in, an entity
or any of its subsidiaries.

“Our firm carries out other assignments for thetighin the area of taxation advice and
special consultancy projects. In addition to tipsncipals and employees of our firm deal
with the (entity) on normal terms within the ordipecourse of trading activities of the
business of (entity). The firm has no other relatup with, or interests in, the (entity).
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ACCOMPANYING ATTACHMENT: SHMHARHY—CONFORMITY TO T HE
INTERNATIONAL STANDARDS ON AUDITING

This conformity statement accompanies but is ndtgddSA (NZ) 700.

Conformity with International Standards on Auditing

This International Standard on Auditing (New Zealp(SA (NZ)) conforms to International
Standard on Auditing ISA 70Borming an Opinion and Reporting on Financial Staénts
issued by the International Auditing and AssuraBtandards Board (IAASB), an
independent standard-setting board of the IntevnatiFederation of Accountants (IFAC).

Paragraphs that have been added to this ISA (N da not appear in the text of the
equivalent ISA) are identified with the prefix “NZ”

The following requirements are additional to ISA&hd ASA 700:

. The auditor’s report shall include a statementcaghe existence of any relationship
(other than that of auditor) which the auditor hath, or any interests which the
auditor has in, the entity. Appendix 2 provideseaample of the wording that may be
used in the audit of financial statements to idgrany relationships with, or interests
in, the entity. [Ref: Para NZ 33.1]

. If the prescribed layout or wording do not meet thi@imum requirements above, the
auditor shall attach a separate report that cordotm the requirements of this
ISA (NZ).*® [Ref. Para. NZ43.1]

This ISA (NZ) incorporates terminology and defiaits used in New Zealand. References to
“management” and “those charged with governanceéhmeen amended in the ISAs (NZ)
because the statutory responsibility for the prafp@am of the financial statements rests with
those charged with governance.

Compliance with thissA (Nz) enables compliance with ISA 700.

Comparison with Australian Auditing Standards

In Australia the Australian Auditing and AssurarS&ndards Board (AUASB) has issued
Australian Auditing Standard ASA 70Borming an Opinion and Reporting on a Financial
Report.

ASA 700 conforms to ISA 700.
The following requirements are additional to ISA7nhd ISA (NZ) 700:

. When an entity, in accordance with Accounting SémddAASB 101 Presentation of
Financial Statements has included in the notekddihancial statements, an explicit
and unreserved statement of compliance with Intenm@al Financial Reporting
Standards (IFRSs), and the auditor agrees wittetii¢y’s statement of compliance,
the auditor shall state that in the auditor’s ammithe financial report complies with
IFRSs. [Ref: Para. Aus 37.1]

. The auditor’s report shall be dated as of the tlageauditor signs that report. [Ref:
Para. Aus 40.1]

18 See ISA (NZ) 210, “Agreeing the Terms of Auditdagements,” paragraphs 21 and NZ 21.1.
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