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Introduction
Scope of this ISA (NZ)

1. This International Standard on Auditing (New [@ed) (ISA (NZ)) deals with the
auditor's responsibility to issue an appropriat@oré in circumstances when, in
forming an opinion in accordance with ISA (NZ) 7bthe auditor concludes that a
modification to the auditor’s opinion on the fingdcstatements is necessary.

Types of Modified Opinions

2. This ISA (NZ) establishes three types of modifiegpinions, namely, a qualified
opinion, an adverse opinion, and a disclaimer ahiop. The decision regarding
which type of modified opinion is appropriate degemipon(Ref: Para. A1)

(@ The nature of the matter giving rise to the cation, that is, whether the
financial statements are materially misstated mrthe case of an inability to
obtain sufficient appropriate audit evidence, mayaterially misstated; and

(b) The auditor’'s judgement about the pervasiver@sshe effects or possible
effects of the matter on the financial statements.
Effective Date

3. This ISA (NZ) is effective for audits of finamtistatements for periods beginning on
or after 1 September, 2011.

Objective

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

(@) The auditor concludes, based on the audit acel®btained, that the financial
statements as a whole are not free from materisdtatement; or

(b) The auditor is unable to obtain sufficient agprate audit evidence to conclude
that the financial statements as a whole are fara material misstatement.

Definitions

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

(@) Pervasive — A term used, in the context ofstatements, to describe the effects
on the financial statements of misstatements orpibssible effects on the
financial statements of misstatements, if any, @& undetected due to an
inability to obtain sufficient appropriate auditi@ence. Pervasive effects on the
financial statements are those that, in the audijopdgement:

(i) Are not confined to specific elements, accountstems of the financial
statements;

(i) If so confined, represent or could represent atankial proportion of the
financial statements; or

1 ISA(NZ) 700, “Forming an Opinion and Reporting Binancial Statements.”
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(i) In relation to disclosures, are fundamental to sisemderstanding of the
financial statements.

(b) Modified opinion — A qualified opinion, an\a&tse opinion or a disclaimer of
opinion.

Requirements
Circumstances When a Modification to the Auditor'sOpinion Is Required
6. The auditor shall modify the opinion in the daads report when:

(@) The auditor concludes that, based on the awiitence obtained, the financial
statements as a whole are not free from materisstatement; ofRef: Para. A2-
A7)

(b) The auditor is unable to obtain sufficient agprate audit evidence to conclude
that the financial statements as a whole are frem fmaterial misstatement.
(Ref: Para. A8-A12)

Determining the Type of Modification to the Auditor’s Opinion
Qualified Opinion
7.  The auditor shall express a qualified opinioremh

(@) The auditor, having obtained sufficient apprajgr audit evidence, concludes
that misstatements, individually or in the aggregeatre material, but not
pervasive, to the financial statements; or

(b) The auditor is unable to obtain sufficient agpiate audit evidence on which
to base the opinion, but the auditor concludes ti@tpossible effects on the
financial statements of undetected misstatemeinésy, could be material but
not pervasive.

Adverse Opinion

8. The auditor shall express an adverse opinionnwihe auditor, having obtained
sufficient appropriate audit evidence, concludes thisstatements, individually or in
the aggregate, are both material and pervasiveetéinancial statements.

Disclaimer of Opinion

9. The auditor shall disclaim an opinion when thditor is unable to obtain sufficient
appropriate audit evidence on which to base theiopj and the auditor concludes
that the possible effects on the financial statdmeih undetected misstatements, if
any, could be both material and pervasive.

10. The auditor shall disclaim an opinion when, a@rtremely rare circumstances
involving multiple uncertainties, the auditor camdés that, notwithstanding having
obtained sufficient appropriate audit evidence réigg each of the individual
uncertainties, it is not possible to form an opman the financial statements due to
the potential interaction of the uncertainties déineir possible cumulative effect on
the financial statements.
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Consequence of an Inability to Obtain Sufficienprdpriate Audit Evidence Due to a

Limitation— Management Imposed Limitation—by—Managetror—These—Charged—with
Governanee after the Auditor Has Accepted the Eagemt

11.

12.

13.

14.

If, after accepting the engagement, the audiemomes aware that management or
thoese-charged-with-gevernance -hasve imposed ationt on the scope of the audit

that the auditor considers likely to result in theed to express a qualified opinion or

to disclaim an opinion on the financial statemetitg, auditor shall request that-the

management remove the limitatien-be+removed.

If management—erthose—charged-with-governaafieses to remove the limitation

referred to in paragraph 11, the auditor shall comicate the matter to those charged
with governance, unless all of those charged witivegnance are involved in
managing the entify and determine whether it is possible to perfoiteraative
procedures to obtain sufficient appropriate audidence.

If the auditor is unable to obtain sufficieqtpeopriate audit evidence, the auditor
shall determine the implications as follows:

(a) If the auditor concludes that the possibleaffen the financial statements of
undetected misstatements, if any, could be matdni&l not pervasive, the
auditor shall qualify the opinion; or

(b) If the auditor concludes that the possible @feon the financial statements of
undetected misstatements, if any, could be botlenahtand pervasive so that
a qualification of the opinion would be inadequeteeommunicate the gravity
of the situation, the auditor shaiRef: Para. A13-A14)

() Withdraw from the audit, where practicable armbssible under
applicable law or regulation; or

(i) If withdrawal from the audit before issuingethauditor’'s report is not
practicable or possible, disclaim an opinion onfthancial statements.

If the auditor withdraws as contemplated byageaph 13(b)(i), before withdrawing,
the auditor shall communicate to those charged wgtivernance any matters
regarding misstatements identified during the atitht would have given rise to a
modification of the opinion(Ref: Para. A15)

Other Considerations Relating to an Adverse OpimoDisclaimer of Opinion

15.

When the auditor considers it necessary toesgpan adverse opinion or disclaim an
opinion on the financial statements as a whole, ahéitor’'s report shall not also
include an unmodified opinion with respect to taeng financial reporting framework
on a single financial statement or one or more ifipedements, accounts or items of
a financial statement. To include such an unmadiiéipinion in the same repdiin
these circumstances would contradict the auditadigerse opinion or disclaimer of
opinion on the financial statements as a wh@lef: Para. A16)

ISA (NZ) 260, “Communication with Those ChargeiihaGovernance,” paragraph 13.

ISA (NZ) 805, “Special Considerations—Audits ah§e Financial Statements and Specific Elements,

Accounts or Items of a Financial Statement” dealkh wircumstances where the auditor is engaged to
express a separate opinion on one or more speéiicents, accounts or items of a financial statémen
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Form and Content of the Auditor's Report When the Qpinion Is Modified
Basis for Modification Paragraph

16.

17.

18.

19.

20.

21.

When the auditor modifies the opinion on thmaficial statements, the auditor shall,
in addition to the specific elements required b [81Z) 700, include a paragraph in
the auditor’s report that provides a descriptiontloé matter giving rise to the
modification. The auditor shall place this paragrammediately before the opinion
paragraph in the auditor’s report and use the ngatBasis for Qualified Opinion,”
“Basis for Adverse Opinion,” or “Basis for Disclagmof Opinion,” as appropriate.
(Ref: Para. A17)

If there is a material misstatement of therfoial statements that relates to specific
amounts in the financial statements (including ditetive disclosures), the auditor
shall include in the basis for modification pargra description and quantification
of the financial effects of the misstatement, umlespracticable. If it is not
practicable to quantify the financial effects, tneditor shall so state in the basis for
modification paragraphRef: Para. A18)

If there is a material misstatement of therfoial statements that relates to narrative
disclosures, the auditor shall include in the bdeis modification paragraph an
explanation of how the disclosures are misstated.

If there is a material misstatement of therfoial statements that relates to the non-
disclosure of information required to be disclogéé, auditor shall:

(@) Discuss the non-disclosure with those chargéd governance;

(b) Describe in the basis for modification paragwrape nature of the omitted
information; and,

(c) Unless prohibited by law or regulation, includlee omitted disclosures,
provided it is practicable to do so and the audhas obtained sufficient
appropriate audit evidence about the omitted in&drom. (Ref: Para. A19)

If the modification results from an inabilitp btain sufficient appropriate audit
evidence, the auditor shall include in the basigriodification paragraph the reasons
for that inability.

Even if the auditor has expressed an adversgoapor disclaimed an opinion on the
financial statements, the auditor shall describé@basis for modification paragraph
the reasons for any other matters of which thetauds aware that would have
required a modification to the opinion, and theeef§ thereof(Ref: Para. A20)

Opinion Paragraph

22.

23.

When the auditor modifies the audit opinione tauditor shall use the heading
“Qualified Opinion,” “Adverse Opinion,” or “Disclaner of Opinion,” as appropriate,
for the opinion paragraplRef: Para. A21, A23-A24)

When the auditor expresses a qualified opidioa to a material misstatement in the
financial statements, the auditor shall state i@ ¢ipinion paragraph that, in the
auditor’s opinion, except for the effects of thettads) described in the Basis for
Quialified Opinion paragraph:
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(@) The financial statements present fairly, innahterial respects (or give a true
and fair view of ...) in accordance with the applieallinancial reporting
framework when reporting in accordance with a fa@sentation framework; or

(b) The financial statements have been prepanedalli material respects, in
accordance with the applicable financial reporfiragnework when reporting in
accordance with a compliance framework.

When the modification arises from an inability tbtan sufficient appropriate audit
evidence, the auditor shall use the correspondimgge “except for the possible
effects of the matter(s) ...” for the modified apim. (Ref: Para. A22)

24. When the auditor expresses an adverse opitiierauditor shall state in the opinion
paragraph that, in the auditor’s opinion, becausthe significance of the matter(s)
described in the Basis for Adverse Opinion paragrap

(&) The financial statements do not present féatygive a true and fair view of ...)
in accordance with the applicable financial repaytiramework when reporting
in accordance with a fair presentation framework; o

(b) The financial statements have not been prepareall material respects, in
accordance with the applicable financial reporfiragnework when reporting in
accordance with a compliance framework.

25. When the auditor disclaims an opinion due toimability to obtain sufficient
appropriate audit evidence, the auditor shall statke opinion paragraph that:

(@) Because of the significance of the matter(sycdeed in the Basis for
Disclaimer of Opinion paragraph, the auditor has heen able to obtain
sufficient appropriate audit evidence to provideaais for an audit opinion; and,
accordingly,

(b) The auditor does not express an opinion offitkaacial statements.

Description of Auditor’'s Responsibility When thedAar Expresses a Qualified or Adverse
Opinion

26. When the auditor expresses a qualified or agvepinion, the auditor shall amend the

description of the auditor’s responsibility to stahat the auditor believes that the

audit evidence the auditor has obtained is sufiicéand appropriate to provide a basis
for the auditor’s modified audit opinion.

Description of Auditor’s Responsibility When thed&ar Disclaims an Opinion

27. When the auditor disclaims an opinion due o iability to obtain sufficient
appropriate audit evidence, the auditor shall antedntroductory paragraph of the
auditor’s report to state that the auditor was gedao audit the financial statements.
The auditor shall also amend the description ofabditor’s responsibility and the
description of the scope of the audit to state dmdyfollowing: “Our responsibility is
to express an opinion on the financial statemeatet) on conducting the audit in
accordance with International Standards on Audi{idgw Zealand). Because of the
matter(s) described in the Basis for DisclaimelOgiinion paragraph, however, we
were not able to obtain sufficient appropriate edidence to provide a basis for an
audit opinion.”
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Where the audit engagement is subjedteaaequirements of the Financial Reporting
Act 1993, the audit report is required to state wwek done by the auditor and the
scope and limitations of the audiitTherefore, in the situation described in paralgrap
27, the auditor shall include in the Basis for Dagoer of Opinion paragraph details
outlining the work done and the scope and limitatd the audit. lllustrations 4 to 6

give examples of wording to meet this requirement.

Communication with Those Charged with Governance

28.

When the auditor expects to modify the opiniorthe auditor’s report, the auditor
shall communicate with those charged with goveraahe circumstances that led to
the expected modification and the proposed wordihthe modification.(Ref: Para.

A25)

*k*k

Application and Other Explanatory Material

Types of Modified Opinions(Ref: Para. 2)

Al. The table below illustrates how the auditotidgement about the nature of the matter
giving rise to the modification, and the pervasess of its effects or possible effects
on the financial statements, affects the type @fiop to be expressed.

Auditor’s Judgement about the Pervasiveness oEffexts
Nature of Matter Giving Rise or Possible Effects on the Financial Statements

to the Modification

Material but Not Pervasive Material and Pervasive
Financial statements are Qualified opinion Adverse opinion
materially misstated P P
Inablllty_to Obta'T‘ Suﬁ'C'ent Qualified opinion Disclaimer of opinion
appropriate audit evidence

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

A2.

AS.

ISA (NZ) 700 requires the auditor, in order flrm an opinion on the financial
statements, to conclude as to whether reasonadlgasce has been obtained about
whether the financial statements as a whole aeeffoen material misstatemeht his
conclusion takes into account the auditor’s evamabf uncorrected misstatements, if
any, on the financial statements in accordance \Bigh(NZ) 450°

ISA (NZ) 450 defines a misstatement as a difiee between the amount,
classification, presentation, or disclosure of poréed financial statement item and

*  Financial Reporting Act 1993, sections 16 (1)g@a)l (b) — reporting entities; and sections 17&)and (b)
— exempt companies.

> ISA(NZ) 700, paragraph 11.

® ISA (NZ) 450, “Evaluation of Misstatements Iddieiil during the Audit,” paragraph 11.

10
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the amount, classification, presentation, or dsate that is required for the item to
be in accordance with the applicable financial repg framework. Accordingly, a
material misstatement of the financial statemerday arise in relation to:

(@) The appropriateness of the selected accouptihges;
(b) The application of the selected accountingqgiesi; or

(c) The appropriateness or adequacy of disclosnrée financial statements.

Appropriateness of the Selected Accounting Policies

A4. In relation to the appropriateness of the antiog policies management has selected,
material misstatements of the financial statemeratg arise when:

(@) The selected accounting policies are not consistéhtthe applicable financial
reporting framework; or

(b) The financial statements, including the relatedesptdo not represent the
underlying transactions and events in a mannerattaeves fair presentation.

A5. Financial reporting frameworks often contaigugements for the accounting for, and
disclosure of, changes in accounting policies. Whtre entity has changed its
selection of significant accounting policies, a enal misstatement of the financial
statements may arise when the entity has not cemhplith these requirements.

Application of the Selected Accounting Policies

A6. In relation to the application of the selectettcounting policies, material
misstatements of the financial statements may:arise

(&) When _management has not applied the selected aaugipolicies-have—rot
been—apphied consistently with the financial rejmgrtframework, including
when _management has not applied the selected aouguolicies-have—rot
been-applied consistently between periods or talairtransactions and events
(consistency in application); or

(b) Due to the method of application of the selectezbanting policies (such as an
unintentional error in application).
Appropriateness or Adequacy of Disclosures in timafcial Statements

A7. In relation to the appropriateness or adequatydisclosures in the financial
statements, material misstatements of the finastaéments may arise when:

(@) The financial statements do not include althad disclosures required by the
applicable financial reporting framework;

(b) The disclosures in the financial statementsnatepresented in accordance with
the applicable financial reporting framework; or

(c) The financial statements do not provide theld®ures necessary to achieve fair
presentation.
Nature of an Inability to Obtain Sufficient Appropr iate Audit Evidence (Ref: Para. 6(b))

A8. The auditor’s inability to obtain sufficient yopriate audit evidence (also referred to
as a limitation on the scope of the audit) mayesitiem:

11
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(@) Circumstances beyond the control of the entity;
(b) Circumstances relating to the nature or tinohthe auditor’s work; or

(c) Limitations imposed by management-erthosegdshivith-governance.

A9. An inability to perform a specific procedureegonot constitute a limitation on the
scope of the audit if the auditor is able to obtifficient appropriate audit evidence
by performing alternative procedures. If this ist pmssible, the requirements of
paragraphs 7(b) and 10 apply as appropriate. Lilmits imposed by management or
those-charged-with-governance may have other iatpas for the audit, such as for

the auditor’s assessment of fraud risks and coratide of engagement continuance.
A10. Examples of circumstances beyond the confrtieentity include when:
. The entity’'s accounting records have been destroyed

. The accounting records of a significant componewehbeen seized indefinitely
by governmental authorities.

All. Examples of circumstances relating to the meatr timing of the auditor’'s work
include when:

. The entity is required to use the equity methodadounting for an associated
entity, and the auditor is unable to obtain sudinti appropriate audit evidence
about the latter’s financial information to evakiathether the equity method
has been appropriately applied.

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

. The auditor determines that performing substanpwecedures alone is not
sufficient, but the entity’s controls are not effee.

Al12. Examples of an inability to obtain sufficieappropriate audit evidence arising from a

limitation on the scope of the audit imposed by agament-erthese-charged-with
governanee include when:

. Management prevents the auditor from observingcthenting of the physical
inventory.

. Management prevents the auditor from requestingreat confirmation of
specific account balances.

Consequence of an Inability to Obtain Sufficient Apropriate Audit Evidence Due to a

Limitation-Management Imposed Limitation by-Managerent-orThese-Charged-with
Governance after the Auditor Has Accepted the Engagment (Ref: Para. 13(b)-14)

A13. The practicality of withdrawing from the audiiay depend on the stage of completion
of the engagement at the time that management gsptese scope limitatien- is
impesed. If the auditor has substantially completedlaudit, the auditor may decide
to complete the audit to the extent possible, distlan opinion and explain the scope
limitation in the Basis for Disclaimer of Opiniomgagraph prior to withdrawing.

Al4. In certain circumstances, withdrawal from #uglit may not be possible if the auditor
is required by law or regulation to continue the&ia@engagement. This may be the
case for an auditor that is appointed to auditfithencial statements of public sector
entities. It may also be the case in jurisdictisiinere the auditor is appointed to audit

12
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the financial statements covering a specific perardappointed for a specific period
and is prohibited from withdrawing before the coetn of the audit of those
financial statements or before the end of thatgokerrespectively. The auditor may
also c70nsider it necessary to include an Other eMagtaragraph in the auditor’s
report.

When the auditor concludes that withdrawafrfrthe audit is necessary because of a
scope limitation, there may be a professional, llegaegulatory requirement for the
auditor to communicate matters relating to the drglwval from the engagement to
regulators or the entity’s owners.

Considerations Relating to an Adverse Opinionor Disclaimer of Opinion (Ref:

Para. 15)

Al6.

The following are examples of reporting cir@tances that would not contradict the
auditor’s adverse opinion or disclaimer of opinion:

. The expression of an unmodified opinion on finahstatements prepared under
a given financial reporting framework and, withihet same report, the
expression of an adverse opinion on the same fiaastatements under a
different financial reporting framewofk.

. The expression of a disclaimer of opinion regardimg results of operations,
and cash flows, where relevant, and an unmodifipthion regarding the
financial position (see ISA (NZ) 510 In this case, the auditor has not
expressed a disclaimer of opinion on the finarstialements as a whole.

Form and Content of the Auditor's Report When the Qpinion Is Modified
Basis for Modification Paragraptref: Para. 16-17, 19(b), 21)

Al7.

A18.

Al9.

Consistency in the auditor’'s report helps tonpote users’ understanding and to
identify unusual circumstances when they occur.ofdingly, although uniformity in
the wording of a modified opinion and in the dgston of the basis for the
modification may not be possible, consistency ithbiive form and content of the
auditor’s report is desirable.

An example of the financial effects of matemaisstatements that the auditor may
describe in the basis for modification paragraphthe auditor’s report is the
guantification of the effects on income tax, incolmefore taxes, net income and
equity if inventory is overstated.

Disclosing the omitted information in the ®a&r modification paragraph would not
be practicable if:

(@) The disclosures have not been prepared by mare&g or the disclosures are
otherwise not readily available to the auditor; or

(b) In the auditor’s judgement, the disclosures Molble unduly voluminous in
relation to the auditor’s report.

7

8

9

ISA (NZ) 706, “Emphasis of Matter Paragraphsha Independent Auditor’s Report,” paragraph A5.
See paragraph A32 of ISA (NZ) 700 for a desariptf this circumstance.
ISA (NZ) 510, “Initial Audit EngagementsOpening Balances,” paragraph 10.

13
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An adverse opinion or a disclaimer of opinr@hating to a specific matter described
in the basis for qualification paragraph does netify the omission of a description
of other identified matters that would have otheenviequired a modification of the
auditor’s opinion. In such cases, the disclosureswath other matters of which the
auditor is aware may be relevant to users of thenitial statements.

Opinion ParagraphRef: Para. 22-23)

A21.

A22.

Inclusion of this paragraph heading makeslearcto the user that the auditor's
opinion is modified and indicates the type of mmaifion.

When the auditor expresses a qualified opinibmould not be appropriate to use
phrases such as “with the foregoing explanation™srbject to” in the opinion
paragraph as these are not sufficiently clear mefol.

lllustrative Auditors’ Reports

A23.

A24.

lllustrations 1 and 2 in the Appendix contauditors’ reports with qualified and
adverse opinions, respectively, as the financakstents are materially misstated.

lllustration 3 in the Appendix contains an aoids report with a qualified opinion as
the auditor is unable to obtain sufficient appraggiaudit evidence. lllustration 4
contains a disclaimer of opinion due to an inapiti obtain sufficient appropriate
audit evidence about a single element of the firmnstatements. lllustration 5
contains a disclaimer of opinion due to an inapiti obtain sufficient appropriate
audit evidence about multiple elements of the fam@nstatements. Illustration 6
contains a disclaimer of opinion due to an inapitis obtain sufficient appropriate
audit evidence about any elements of the finarstalements. In each of the latter
three cases, the possible effects on the finastaéments of the inability are both

material and pervasive.

Communication with Those Charged with GovernancegRef: Para. 28)
A25. Communicating with those charged with goven®athe circumstances that lead to an

expected modification to the auditor’s opinion atmé proposed wording of the
modification enables:

(@) The auditor to give notice to those chargechwgbvernance of the intended
modification(s) and the reasons (or circumstanfiesghe modification(s);

(b) The auditor to seek the concurrence of thoseged with governance regarding
the facts of the matter(s) giving rise to the expécmodification(s), or to
confirm matters of disagreement with managemestiak; and

(c) Those charged with governance to have an oppityt where appropriate, to
provide the auditor with further information andpéanations in respect of the
matter(s) giving rise to the expected modificatg)n(

14
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Appendix

(Ref: Para. A23-24)

lllustrations of Auditors’ Reports with Modificatio ns to the Opinion

lllustration 1: An auditor’s report for a reportirgntity as defined in the Financial
Reporting Act 1993 containing a qualified opiniacedo a material misstatement of the
financial statements.

lllustration 2: An auditor’s report for a reportirgntity as defined in the Financial
Reporting Act 1993 containing an adverse opinioa ttua material misstatement of the
financial statements.

lllustration 3: An auditor’s report for a reporgirentity as defined in the Financial
Reporting Act 1993 containing a qualified opinionedto the auditor’s inability to
obtain sufficient appropriate audit evidence.

lllustration 4: An auditor’s report for a reporgirentity as defined in the Financial
Reporting Act 1993 containing a disclaimer of opmidue to the auditor’s inability to
obtain sufficient appropriate audit evidence abausingle element of the financial
statements.

lllustration 5: An auditor’s report for a repomgirentity as defined in the Financial
Reporting Act 1993 containing a disclaimer of opmidue to the auditor’s inability to
obtain sufficient appropriate audit evidence abowitiple elements of the financial
statements.

lllustration 6: An auditor’s report for a reporgirentity as defined in the Financial
Reporting Act 1993 containing a disclaimer of opmidue to the auditor’s inability to
obtain sufficient appropriate audit evidence abamty element of the financial
statements.

15
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lllustration 1:
Circumstances include the following:

« Audit of a complete set of general purpose financiastatements of a reporting entity
as defined by the Financial Reporting Act 1993.

« 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*°

« Inventories are misstated. The misstatement is dead to be material but not
pervasive to the financial statements.

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, 20dlthe 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 Statements

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 suchrialecontrol 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 Inteomati Standards on Auditing (New
Zealand). Those standards require that we compily athical requirements 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 prowsd 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 ngpkhose 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 notHferpgurpose of expressing an opinion on the
effectiveness of the entity’s internal contfolAn audit also includes evaluating the

10 |SA (NZ) 210, “Agreeing the Terms of Audit Engagemts.”

Or other term that is appropriate in the contéxthe legal framework in the particular jurisdaati

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

11

12
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appropriateness of accounting policies used anddhgonableness of accounting estimates
made by management, as well as evaluating the lovemesentation of the financial
statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a
basis for our unmodified opinion on cash flows aod qualified audit opinion on financial
position and financial performance.

Other than in our capacity as auditor we have natiomship with, or interests in, ABC
Limited.

Basis for Qualified Opinion on Financial PositionéFinancial Performance

The company’s inventories are carried in the baarsheet at xxx.—Fhe—directors
haveManagement has not stated the inventorieg &wer of cost and net realisable value but
have stated them solely at cost, which constit@edeparture from the New Zealand
Equivalents to International Financial Reportingrfstards. The company’s records indicate
that had-the-directorsmanagement stated the invesitat the lower of cost and net realisable
value, an amount of xxx would have been requiredrite the inventories down to their net
realisable value. Accordingly, cost of sales wdwdgte been increased by xxx, and income tax,
net income and shareholders’ equity would have bemluced by xxx, xxx and Xxxx,
respectively.

Qualified Opinion on Financial Position and FinaatPerformance

In our opinion, except for the effects of the matescribed in the Basis for Qualified
Opinion paragraph the financial statements on page® ....:

« comply with generally accepted accounting pradgticdew Zealand,;
* give atrue and fair view ahe financial position of ABC Limited as at DecemBé,
20X1, and of its financial performance for the ydan ended.
Opinion on Cash Flows
In our opinion, the financial statements on pagesto.....give a true and fair view of cash
flows of ABC Limited for the year ended Decembey 30X1.
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 under@hgr legislation or regulation.]

[Auditor’s signature]

[Date of the auditor’s report]

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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[Auditor’s address]
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lllustration 2:
Circumstances include the following:

« Audit of consolidated general purpose financial st@ments prepared for a reporting
entity as defined by the Financial Reporting Act 193.

« 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

« The financial statements are materially misstated de to the non-consolidation of a
subsidiary. The material misstatement is deemed tbe pervasive to the financial
statements. The effects of the misstatement on tfieancial statements have not been
determined because it was not practicable to do so.

INDEPENDENT AUDITOR’'S REPORT
To the Shareholders of ABC Limited

Report on the Financial Statements

We have audited the financial statements of ABCilachand group, on pages .... to ....
which comprise the consolidated and separate balgimeets of ABC Limited as at December
31, 20X1, the consolidated and separate incomenstatts, statements of changes in equity
and cash flow statements for the year then endetlassummary of significant accounting
policies and other explanatory information.

113

Directors™ Responsibility for the Financial Statements

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 suchrialecontrol 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 Inteomati Standards on Auditing (New
Zealand). Those standards require that we compily athical requirements 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 prosd 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 ngpkhose 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 notHferpurpose of expressing an opinion on the

13 Or other term that is appropriate in the contithe legal framework in the particular jurisdarti
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effectiveness of the entity’s internal contfolAn audit also includes evaluating the
appropriateness of accounting policies used anddhgonableness of accounting estimates
made by management, as well as evaluating the lovemresentation of the financial
statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a
basis for our unmodified opinion on the separatarfcial statements of ABC Limited and
our adverse audit opinion on the consolidated firarstatements.

Other than in our capacity as auditor we have natiomship with, or interests in, ABC
Limited or any of its subsidiaries.

Basis for Adverse Opinion on the Group Financiat&mnents

As explained in Note X, the company has not codstdéd the financial statements of
subsidiary XYZ Company it acquired during 20X1 hesm it has not yet been able to
ascertain the fair values of certain of the sulasy material assets and liabilities at the
acquisition date. This investment is therefore aoted for on a cost basis. Under the New
Zealand Equivalents to International Financial Repg Standards, the subsidiary should
have been consolidated because it is controlletidgompany. Had XYZ been consolidated,
many elements in the accompanying financial statésnevould have been materially

affected. The effects on the financial statemeinthe failure to consolidate have not been
determined.

Adverse Opinion on the Group Financial Statements

In our opinion, because of the significance of th&tter discussed in the Basis for Adverse
Opinion paragraph, the group financial statementpages .... to ....:

e do not comply with generally accepted accountiragiice in New Zealand;

* do not give a true and fair view tife financial position of ABC Limited group as at
December 31, 20X1, and the financial performama Gash flows of the group for
the year then ended.

Opinion on ABC Limited Separate Financial Staterment

In our opinion, the financial statements on pagesto......give a true and fair view of the
financial position of ABC Limited as at December, 2DX1, and its financial performance
and cash flows for the year ended on that date.

Report on Other Legal and Regulatory Requirements

In accordance with the Financial Reporting Act 1988 report that:

* In the above respect alone we have not obtaindthalinformation and explanations
we have required.

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

1 In circumstances when the auditor also has respitity 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 financial statements that give a ttad fair view of the matters to which they reiaterder
to design audit procedures that are appropriatieeircircumstances.”
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[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 3:
Circumstances include the following:

« Audit of a complete set of general purpose financiastatements for a reporting entity
as defined by the Financial Reporting Act 1993.

« 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.

« The auditor was unable to obtain sufficient approprate audit evidence regarding an
investment in a foreign affiliate. The possible effcts of the inability to obtain
sufficient appropriate audit evidence are deemed tbe material but not pervasive to
the financial statements.

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 Statements

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 Inteomati Standards on Auditing (New
Zealand). Those standards require that we compily 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 obtaiia 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

15 Or other term that is appropriate in the contithe legal framework in the particular jurisdarti

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

16
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appropriateness of accounting policies used anddhgonableness of accounting estimates
made by management, as well as evaluating the lovemesentation of the financial
statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a
basis for our unmodified opinion on cash flows aod qualified audit opinion on financial
position and financial performance.

Other than in our capacity as auditor we have natiomship with, or interests in, ABC
Limited.
Basis for Qualified Opinion on Financial PositionéFinancial Performance

ABC Limited’s investment in XYZ Limited, a foreigassociate acquired during the year and
accounted for by the equity method, is carriedxaton the balance sheet as at December 31,
20X1, and ABC's share of XYZ’s net income of xxxn€luded in ABC’s income for the year
then ended. We were unable to obtain sufficient@mpate audit evidence about the carrying
amount of ABC’s investment in XYZ as at Decembey 30X1 and ABC’s share of XYZ's
net income for the year because we were deniedsact®e the financial information,
management, and the auditors of XYZ. Consequentywere unable to determine whether
any adjustments to these amounts were necessatry.

Qualified Opinion on Financial Position and FinaatPerformance

In our opinion, except for the possible effectstioé matter described in the Basis for
Qualified Opinion paragraph, the financial stateta@m pages .... to ....:

« Comply with generally accepted accounting pradtiddew Zealand;
* Give a true and fair view dhe financial position of ABC Limited as at Decembe
31, 20X1, and of its financial performance for ylear then ended.
Opinion on Cash Flows
In our opinion, the financial statements on pagesto......give a true and fair view of the
cash flows of ABC Limited for the year ended Decembl, 20X1.
Report on Other Legal and Regulatory Requirements
In accordance with the Financial Reporting Act 1988 report that:

* In the above respect alone we have not obtaineh@linformation and explanations
that we 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 under@hgr legislation or regulation.]

[Auditor’s signature]

[Date of the auditor’s report]

follows: “In making those risk assessments, theitaudonsiders internal control relevant to theitgist
preparation of financial statements that give a ttnd fair view of the matters to which they reiaterder
to design audit procedures that are appropriatieeircircumstances.”
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[Auditor’s address]

lllustration 4:
Circumstances include the following:

« Audit of a complete set of general purpose financiastatements for a reporting entity
as defined by the Financial Reporting Act 1993.

+ 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.

« The auditor was unable to obtain sufficient approprate audit evidence about a singlé
element of the financial statements. That is, theuditor was also unable to obtain
audit evidence about the financial information of ajoint venture investment that
represents over 90% of the company’s net assets. @lpossible effects of this inability
to obtain sufficient appropriate audit evidence aredeemed to be both material and
pervasive to the financial statements.

A} %

INDEPENDENT AUDITOR’'S REPORT
To the Shareholders of ABC Limited

Report on the Financial Statements

We were engaged to audit the financial statemdrA8€ Limited 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 Statements

The directors are responsible for the preparatiothese financial statements in accordance
with generally accepted accounting practice in N&saland and that give a true and fair
view of the matters to which they relate, and fachs internal control as the directors

determine is necessary to enable the preparatidmarfcial statements that are free from

material misstatement, whether due to fraud omrerro

Auditor’s Responsibility

Our responsibility is to express an opinion on ¢hi#sancial statements based on conducting
the audit in accordance with International Stanslama Auditing (New Zealand). Because of

the matter described in the Basis for DisclaimeDpinion paragraph, however, we were not
able to obtain sufficient appropriate audit evidehz provide a basis for an audit opinion.

Other than in our capacity as auditor we have natiomship with, or interests in, ABC
Limited.
Basis for Disclaimer of Opinion

An audit would ordinarily involve performing proages to obtain audit evidence about the
amounts and disclosures in the financial statemeni$he procedures selected would
ordinarily depend on the auditor’s judgement, idahg the assessment of the risks of

17 Or other term that is appropriate in the contithe legal framework in the particular jurisdarti
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material misstatement of the financial statemertiether due to fraud or error. In making
those risk assessments, the auditor considersnaitarontrol relevant to the entity's
preparation of financial statements that give a uod fair view of the matters to which they
relate in order to design audit procedures thatppgopriate in the circumstances, but not for
the purpose of expressing an opinion on the effentiss of the entity’s internal contrdl.

The company’s investment in its joint venture XYZolntry X) Limited is carried at xxx on
the company’s balance sheet, which represents @8 of the company’s net assets as at
December 31, 20X1. We were not allowed access g¢onthnagement and the auditors of
XYZ, including XYZ'’s auditors’ audit documentatioAs a result, the scope of our audit was
limited and we were unable to undertake adequadé ptocedures in respect of that aspect
of this audit. We were unable to determine whe#imgr adjustments were necessary in respect
of the company’s proportional share of XYZ's assbt it controls jointly, its proportional
share of XYZ's liabilities for which it is jointlyesponsible, its proportional share of XYZ’s
income and expenses for the year, and the elemeaiitgng up the statement of changes in
equity and cash flow statement.

Disclaimer of Opinion

Because of the significance of the matter describetthe Basis for Disclaimer of Opinion
paragraph, we have not been able to obtain sufti@ppropriate audit evidence to provide a
basis for an audit opinion. Accordingly, we do retpress an opinion on the financial
statements on pages .... to .....

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

* As noted above we have not received all the inftionaand explanations we 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]

18 In circumstances when the auditor also has respitity to express an opinion on the effectivene$s

internal control in conjunction with the audit ahdncial statements, this sentence would be woeted
follows: “In making those risk assessments, theitaudonsiders internal control relevant to theitgist
preparation of financial statements that give a @nd fair view of the mattes to which they reiaterder
to design audit procedures that are appropriatieeirtircumstances.”
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lllustration 5:
Circumstances include the following:

« Audit of a complete set of general purpose financiastatements for a reporting entity
as defined by the Financial Reporting Act 1993.

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

« The auditor was unable to obtain sufficient approprate audit evidence about multiple
elements of the financial statements. That is, thauditor was unable to obtain audit
evidence about the entity’s inventories and accoustreceivable. The possible effects
of this inability to obtain sufficient appropriate audit evidence are deemed to be bot|
material and pervasive to the financial statements.

>

INDEPENDENT AUDITOR’'S REPORT
To the Shareholders of ABC Limited

Report on the Financial Statements

We were engaged to audit the financial statemdrmA8€ Limited on pages .... to ...., which
comprise the balance sheet as at December 31, 20dlthe income statement, statement of
changes in equity and cash flow statement for thar fhen ended, and a summary of
significant accounting policies and other explanatoformation.

Directors™® Responsibility for the Financial Statements

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 suchrialecontrol 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 ¢hisancial statements based on conducting
the audit in accordance with International Stanslamal Auditing (New Zealand). Because of

the matters described in the Basis for DisclainfeDpinion paragraph, however, we were

not able to obtain sufficient appropriate auditdewice to provide a basis for an audit
opinion.

Other than in our capacity as auditor we have hatiomship with, or interests in, ABC
Limited.

Basis for Disclaimer of Opinion

An audit would ordinarily involve performing proages to obtain audit evidence about the
amounts and disclosures in the financial statemeni$he procedures selected would
ordinarily depend on the auditor’s judgement, idahg the assessment of the risks of
material misstatement of the financial statemertisther due to fraud or error. In making

19 Or other term that is appropriate in the contithe legal framework in the particular jurisdarti
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those risk assessments, the auditor considersnatterontrol relevant to the entity’s
preparation of financial statements that give a faod fair view of the matters to which they
relate in order to design audit procedures thatppeopriate in the circumstances, but not for
the purpose of expressing an opinion on the effentiss of the entity’s internal contfdl.

We were not appointed as auditors of the company after December 31, 20X1 and thus

did not observe the counting of physical inven®iaé the beginning and end of the year. We
were unable to satisfy ourselves by alternative mae@mncerning the inventory quantities

held at December 31, 20X0 and 20X1 which are statele balance sheet at xxx and xxx,

respectively. In addition, the introduction of asneomputerised accounts receivable system
in September 20X1 resulted in numerous errors co@ws receivable. As of the date of our
audit report, management was still in the procdsedifying the system deficiencies and

correcting the errors. We were unable to confirmverify by alternative means accounts

receivable included in the balance sheet at a sotadunt of xxx as at December 31, 20X1.

As a result of these matters, the scope of ourtamds limited and we were unable to

determine whether any adjustments might have beendf necessary in respect of recorded
or unrecorded inventories and accounts receivanid,the elements making up the income
statement, statement of changes in equity andftaslstatement.

Disclaimer of Opinion

Because of the significance of the matters desdribéhe Basis for Disclaimer of Opinion
paragraph, we have not been able to obtain suftie@ppropriate audit evidence to provide a
basis for an audit opinion. Accordingly, we do retpress an opinion on the financial
statements on pages .... to .....

Report on Other Legal and Regulatory Requirements

In accordance with the Financial Reporting Act 1988 report that:

* As noted above we have not received all the inftionaand explanations that we
have required.

* Because of the items noted above we are unableeterndine whether proper
accounting records have been kept by ABC Limited.

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

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

[Auditor’s address]

2 |n circumstances when the auditor also has respility to express an opinion on the effectivene$s

internal control in conjunction with the audit ahdncial statements, this sentence would be woeted
follows: “In making those risk assessments, theitaudonsiders internal control relevant to theitgist
preparation of financial statements that give a @nd fair view of the mattes to which they reiaterder
to design audit procedures that are appropriatieeircircumstances.”
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lllustration 6:
Circumstances include the following:

« Audit of a complete set of general purpose financiastatements for a reporting entity
as defined by the Financial Reporting Act 1993.

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

« The auditor was unable to obtain sufficient approprate audit evidence as a
consequence of a fire at head office which destrayenany of the accounting records
The possible effects of this inability to obtain sfficient appropriate audit evidence
are deemed to be both material and pervasive to tifenancial statements.

INDEPENDENT AUDITOR’'S REPORT
To the Shareholders of ABC Limited

Report on the Financial Statements

We were engaged to audit the financial statemdrA8€ Limited 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 Stateme

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 ¢hi#sancial statements based on conducting
the audit in accordance with International Stanslamal Auditing (New Zealand). Because of

the matters described in the Basis for DisclainfeDpinion paragraph, however, we were

not able to obtain sufficient appropriate auditdevice to provide a basis for an audit
opinion.

Other than in our capacity as auditor we have natiomship with, or interests in, ABC
Limited.

Basis for Disclaimer of Opinion

An audit would ordinarily involve performing proages to obtain audit evidence about the
amounts and disclosures in the financial statemeni$e procedures selected would
ordinarily depend on the auditor’s judgement, idahg the assessment of the risks of
material misstatement of the financial statemertiether due to fraud or error. In making
those risk assessments, the auditor would ordyneoihsider internal control relevant to the
entity’s preparation of financial statements thatega true and fair view of the matters to
which they relate in order to design audit proceduthat are appropriate in the
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circumstances, but not for the purpose of exprgsam opinion on the effectiveness of the
entity’s internal controf?

We were unable to access many of the accountiryde@s a consequence of a fire at the
company’s head office which destroyed many of #eanting records. The financial report
consequentially includes a number of material an®lased on estimates. However, we
were unable to undertake any audit proceduresesetastimates.

Disclaimer of Opinion

Because of the significance of the matters desdribéhe Basis for Disclaimer of Opinion
paragraph, we have not been able to obtain sufti@ppropriate audit evidence to provide a
basis for an audit opinion. Accordingly, we do retpress an opinion on the financial
statements on pages ....to .....

Report on Other Legal and Regulatory Requirements

In accordance with the Financial Reporting Act 1988 report that:

* As noted above we have not received all the inftionaand explanations that we
have required.

* Because of the items noted above we are unableeterndine whether proper
accounting records have been kept by ABC Limited.

[Add any matters required to be included under@hegr legislation or regulation.]

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

2L |n circumstances when the auditor also has resipility to express an opinion on the effectivene$s

internal control in conjunction with the audit ahdncial statements, this sentence would be woeted
follows: “In making those risk assessments, theitaudonsiders internal control relevant to theitgist
preparation of financial statements that give a @nd fair view of the mattes to which they reiaterder
to design audit procedures that are appropriatieeircircumstances.”
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ACCOMPANYING ATTACHMENT: SHIMHARHY—CONFORMITY TO T HE
INTERNATIONAL STANDARDS ON AUDITING

This conformity statement accompanies but is nat@aSA (NZ) 705.
Conformity with International Standards on Auditing

This ISA (NZ) conforms to International StandardAwnditing (ISA) 705Modifications to
the Opinion in the Independent Auditor's Rep@sued by the International Auditing and
Assurance Standards Board (IAASB), an independantlard-setting board of the
International Federation 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 requirement is additional to ISA 788d ASA 705:

. Where the audit engagement is subject to the rexpeints of the Financial Reporting
Act 1993, the audit report is required to statewloek done by the auditor and the
scope and limitations of the audit. Thereforehia situation described in paragraph
27, the auditor shall include in the Basis for lasoer of Opinion paragraph details
outlining the work done and the scope and limitatd the audit. lllustrations 4 to 6
give examples of wording to meet this requiremgef. Para. NZ 27.1]

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 prafpan of the financial statements rests with
those charged with governance. Paragraphs whieremees to “management” have been
amended have been labelled as NZ paragraphs.

Compliance with this ISA (NZ) enables compliancéhwBA 705.

Comparison with Australian Auditing Standards

In Australia the Australian Auditing and AssurarSandards Board (AUASB) has issued
Australian Auditing Standard ASA 70Blodifications to the Opinion in the Independent
Auditor’s Report.

ASA 705 conforms to ISA 705.
The following requirements are additional to ISA7nhd ISA (NZ) 705:

. If there is a material misstatement of the finahi@port that relates to the non-
disclosure of information required to be disclogbe, auditor shall:

. Request management and/or those charged withrrggowee to correct the non-
disclosure in the financial report.. [Ref: ParasA19.1]

. Where, under paragraph 19(c) of this Auditing 8tad, the omitted disclosures
are not included in the basis of modification paaad, the auditor shall include
the reasons for the omission from the basis of fitadion paragraph. [Ref: Para.
Aus 19.2]
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