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Introduction
Scope of this ISA (N2)

1.

The International Standards on Auditing (NewIded) (ISAs (NZ)) in the 100-700
series apply to an audit of financial statement$ @ to be adapted as necessary in
the circumstances when applied to audits of othstotical financial information.
This ISA (NZ) deals with special considerationghie application of those ISAs (NZ)
to an audit of a single financial statement or epacific element, account or item of a
financial statement. The single financial statenwnhe specific element, account or
item of a financial statement may be prepared co@ance with a general or special
purpose framework. If prepared in accordance withpacial purpose framework,
ISA (NZ) 800 also applies to the audiRef: Para. A1-A4)

This ISA (NZ) does not apply to the report af@mponent auditor, issued as a result
of work performed on the financial information ofcamponent at the request of a
group engagement team for purposes of an auditafpgfinancial statements (see
ISA (NZ) 600).

This ISA (NZ) does not override the requiremenftthe other ISAs (NZ); nor does it
purport to deal with all special considerations tthmaay be relevant in the
circumstances of the engagement.

Effective Date

4. This ISA (NZ) is effective for audits of singfenancial statements or of specific
elements, accounts or items for periods beginnm@roafter 1 September, 2011. In
the case of audits of single financial statementsfaspecific elements, accounts or
items of a financial statement prepared as at aifgpdate, this ISA (NZ) is effective
for audits of such information prepared as at & dator after 1 September, 2011.

Objective

5.  The objective of the auditor, when applying ISAZ) in an audit of a single financial
statement or of a specific element, account or itdna financial statement, is to
address appropriately the special consideraticatsaite relevant to:

(&) The acceptance of the engagement;
(b) The planning and performance of that engagenaeiak
(c) Forming an opinion and reporting on the sinfy@ncial statement or on the
specific element, account or item of a financiatement.
Definitions
6. For purposes of this ISA (NZ), reference to:

(&) “Element of a financial statement” or “elemenitans an “element, account or
item of a financial statement;”

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

ISA (NZ) 600, “Special Considerations — Audits ofo@p Financial Statements (Including the Work of
Component Auditors).”
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(b) “International Financial Reporting Standardsdans the International Financial
Reporting Standards issued by the InternationaloArting Standards Board;

and

(c) A single financial statement or to a specifieneent of a financial statement
includes the related notes. The related notes antincomprise a summary of
significant accounting policies and other explanatoformation relevant to the
financial statement or to the element.

Requirements
Considerations When Accepting the Engagement

Application of ISAs (N2)

7.

ISA (NZ) 200 requires the auditor to comply wéthISAs (NZ) relevant to the audit.
In the case of an audit of a single financial steget or of a specific element of a
financial statement, this requirement applies peesive of whether the auditor is also
engaged to audit the entity’s complete set of farstatements. If the auditor is not
also engaged to audit the entity’s complete séhahcial statements, the auditor shall
determine whether the audit of a single finandiatesnent or of a specific element of
those financial statements in accordance with 19¥8) is practicable(Ref: Para. A5-
AB)

Acceptability of the Financial Reporting Framework

8.

ISA (NZ) 210 requires the auditor to determihe @cceptability of the financial
reporting framework applied in the preparationtaf financial statementdn the case
of an audit of a single financial statement or o$pecific element of a financial
statement, this shall include whether applicatibthe financial reporting framework
will result in a presentation that provides adegudisclosures to enable the intended
users to understand the information conveyed in fthancial statement or the
element, and the effect of material transactiond aments on the information
conveyed in the financial statement or the elenirat.Para. A7)

Form of Opinion

9.

ISA (NZ) 210 requires that the agreed termshaf audit engagement include the
expected form of any reports to be issued by tft@nr In the case of an audit of a
single financial statement or of a specific elen&ra financial statement, the auditor
shall consider whether the expected form of opinign appropriate in the
circumstancegRef: Para. A8-A9)

Considerations When Planning and Performing the Aud

10.

ISA (NZ) 200 states that ISAs (NZ) are writiarthe context of an audit of financial
statementsthey are to be adapted as necessary in the ciranoest when applied to

ISA (NZ) 200, “Overall Objectives of the Indepent@&uditor and the Conduct of an Audit in Accordance
with International Standards on Auditing (New Zealy” paragraph 18.

ISA (NZ) 210, “Agreeing the Terms of Audit Engagerts” paragraph 6(a).
ISA (NZ) 210, paragraph 10(e).
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audits of other historical financial informatién.In planning and performing the audit
of a single financial statement or of a specifieneént of a financial statement, the
auditor shall adapt all ISAs (NZ) relevant to thedia as necessary in the
circumstances of the engagemeRéf: Para. A10-A14)

Forming an Opinion and Reporting Considerations

11.

When forming an opinion and reporting on a Ilginfjnancial statement or on a
specific element of a financial statement, the mudhall apply the requirements in
ISA (NZ) 7002 adapted as necessary in the circumstances ofntiegement.(Ref:
Para. A15-A16)

Reporting on the Entity’'s Complete Set of Finan8tdtements and on a Single Financial
Statement or on a Specific Element of Those FiaafStatements

12.

13.

If the auditor undertakes an engagement tarr@ooa single financial statement or on
a specific element of a financial statement in aogfion with an engagement to audit
the entity’s complete set of financial statemettig, auditor shall express a separate
opinion for each engagement.

An audited single financial statement or aniteddspecific element of a financial
statement may be published together with the éntiydited complete set of financial
statements. If the auditor concludes that the pteten of the single financial

statement or of the specific element of a finanstatement does not differentiate it
sufficiently from the complete set of financial tet@ments, the auditor shall ask
management-andfor-those-charged-with-gevernanaxtify the situation. Subject to
paragraphs 15 and 16, the auditor shall also éifteate the opinion on the single
financial statement or on the specific element ofir@ncial statement from the
opinion on the complete set of financial statemefmte auditor shall not issue the
auditor’'s report containing the opinion on the #&nfnancial statement or on the
specific element of a financial statement untiis$estd with the differentiation.

Modified Opinion, Emphasis of Matter Paragraph oth&d Matter Paragraph in the
Auditor’s Report on the Entity’s Complete Set oh&mncial Statements

14.

15.

If the opinion in the auditor’s report on arnigfs complete set of financial statements
is modified, or that report includes an Emphasisviaitter paragraph or an Other
Matter paragraph, the auditor shall determine tiecethat this may have on the
auditor’s report on a single financial statementoar a specific element of those
financial statements. When deemed appropriateatidgor shall modify the opinion
on the single financial statement or on the speeiliment of a financial statement, or
include an Emphasis of Matter paragraph or an Otatter paragraph in the
auditor’s report, accordinglyRef: Para. A17)

If the auditor concludes that it is necessargxpress an adverse opinion or disclaim
an opinion on the entity's complete set of finahcgatements as a whole,

6 ISA(NZ) 200, paragraph 2.

7 I1SA (NZ) 200, paragraph 13(f), explains that thertéfinancial statements” ordinarily refers to angplete
set of financial statements as determined by thguirements of the applicable financial reporting
framework.

8 ISA(NZ) 700, “Forming an Opinion and Reporting Bimancial Statements.”
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ISA (NZ) 705 does not permit the auditor to includethe same auditor’s report an
unmodified opinion on a single financial statem#vat forms part of those financial
statements or on a specific element that formsgfattose financial statemeritZhis

is because such an unmodified opinion would cordtathe adverse opinion or
disclaimer of opinion on the entity’'s complete eéfinancial statements as a whole.
(Ref: Para. A18)

If the auditor concludes that it is necessargxpress an adverse opinion or disclaim
an opinion on the entity’s complete set of finahstatements as a whole but, in the
context of a separate audit of a specific elemkat s included in those financial
statements, the auditor nevertheless consideprbpriate to express an unmodified
opinion on that element, the auditor shall onlysdaf:

(@) The auditor is not prohibited by law or regigdatfrom doing so;

(b) That opinion is expressed in an auditor’s repoat is not published together
with the auditor’s report containing the adversaimm or disclaimer of opinion;
and

(c) The specific element does not constitute a nyagotion of the entity’s complete
set of financial statements.

The auditor shall not express an unmodifiedhiopi on a single financial statement of
a complete set of financial statements if the audias expressed an adverse opinion
or disclaimed an opinion on the complete set drfrial statements as a whole. This
is the case even if the auditor's report on thelsirfinancial statement is not
published together with the auditor's report camtay the adverse opinion or
disclaimer of opinion. This is because a singlaaficial statement is deemed to
constitute a major portion of those financial statets.

*kk

Application and Other Explanatory Material
Scope of this ISA (NZ)(Ref: Para. 1)

Al

A2.

ISA (NZ) 200 defines the term *“historical fir@al information” as information
expressed in financial terms in relation to a pafér entity, derived primarily from
that entity’s accounting system, about economimsveccurring in past time periods
or about economic conditions or circumstances attpin time in the pasf

ISA (NZ) 200 defines the term “financial staiemts” as a structured representation of
historical financial information, including relategbtes, intended to communicate an
entity’'s economic resources or obligations at apim time or the changes therein for
a period of time in accordance with a financial aeipg framework. The term
ordinarily refers to a complete set of financiahtestments as determined by the
requirements of the applicable financial reporfirsgnework*!

9 ISA(NZ) 705, “Modification to the Opinion in thadiependent Auditor’'s Report”, paragraph 15.
10 |SA (NZ) 200, paragraph 13(g).
11 ISA (NZ) 200, paragraph 13(f).
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ISAs (NZ) are written in the context of an audli financial statement;they are to
be adapted as necessary in the circumstances wigiedato an audit of other
historical financial information, such as a sindjieancial statement or a specific
element of a financial statement. This ISA (NZ)istssin this regard. (Appendix 1
lists examples of such other historical finanamebrmation.)

A reasonable assurance engagement other thaaudi of historical financial
information is performed in accordance with Intélor@al Standard on Assurance
Engagements (New Zealand) (ISAE (NZ)) 3360.

Considerations When Accepting the Engagement
Application of ISAs (NZRef: Para. 7)

AS.

AG.

ISA (NZ) 200 requires the auditor to comply hwia) relevant ethical requirements,
including those pertaining to independence, rajatio financial statement audit
engagements, and (b) all ISAs (NZ) relevant toaihgit. It also requires the auditor to
comply with each requirement of an ISA (NZ) unlessthe circumstances of the
audit, the entire ISA (NZ) is not relevant or tleguirement is not relevant because it
is conditional and the condition does not exist.ekteptional circumstances, the
auditor may judge it necessary to depart from aveeit requirement in an ISA (N2)
by performing alternative audit procedures to ashige aim of that requiremetit.

Compliance with the requirements of ISAs (N&Jevant to the audit of a single
financial statement or of a specific element ofirmricial statement may not be
practicable when the auditor is not also engagealtht the entity’'s complete set of
financial statements. In such cases, the audittenofioes not have the same
understanding of the entity and its environment|uding its internal control, as an
auditor who also audits the entity’s complete ddfimancial statements. The auditor
also does not have the audit evidence about thergeqguality of the accounting
records or other accounting information that wohtl acquired in an audit of the
entity’s complete set of financial statements. Adowgly, the auditor may need
further evidence to corroborate audit evidence medurom the accounting records.
In the case of an audit of a specific element fifiancial statement, certain ISAs (N2)
require audit work that may be disproportionatetite element being audited. For
example, although the requirements of ISA (NZ)'82be likely to be relevant in the
circumstances of an audit of a schedule of accawttsivable, complying with those
requirements may not be practicable because duti effort required. If the auditor
concludes that an audit of a single financial st&tet or of a specific element of a
financial statement in accordance with ISAs (NZ)ymat be practicable, the auditor

may discuss with-these-charged-with-gevernancengment whether another type of

engagement might be more practicable.

12 1SA (NZ) 200, paragraph 2.

13 |SAE (NZ) 3000, “Assurance Engagements Other thamlitd or Reviews of Historical Financial
Information.”

14 ISA (NZ) 200, paragraphs 14, 18 and 22-23.
15 |SA (NZ) 570, “Going Concern.”
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Acceptability of the Financial Reporting Framew@Rgf: Para. 8)

A7.

A single financial statement or a specific edgmnof a financial statement may be
prepared in accordance with an applicable finarrejpbrting framework that is based
on a financial reporting framework established by authorised or recognised
standards setting organisation for the preparatbra complete set of financial

statements (for example, International Financigbd®eng Standards). If this is the
case, determination of the acceptability of theliapple framework may involve

considering whether that framework includes all thguirements of the framework
on which it is based that are relevant to the priagi®on of a single financial statement
or of a specific element of a financial stateméat provides adequate disclosures.

Form of OpinionRef: Para. 9)

A8.

A9.

The form of opinion to be expressed by the udiepends on the applicable financial
reporting framework and any applicable laws or tafpns® In accordance with
ISA (NZ) 700:*'

(&) When expressing an unmodified opinion on a compkée of financial
statements prepared in accordance with a fair ptagsen framework, the
auditor’s opinion, unless otherwise required by lamregulation, uses one of
the following phrases:

(i) the financial statements present fairly, inl ahaterial respects, in
accordance with [the applicable financial reportirsgnework]; or

(i) the financial statements give a true and ¥@éw of ... in accordance with
[the applicable financial reporting framework]; and

(b) When expressing an unmodified opinion on a compké of financial
statements prepared in accordance with a complizmogework, the auditor’s
opinion states that the financial statements agpared, in all material respects,
in accordance with [the applicable financial repartframework].

In the case of a single financial statementbrla specific element of a financial
statement, the applicable financial reporting freumik may not explicitly address the
presentation of the financial statement or of tleenent. This may be the case when
the applicable financial reporting framework is dxdson a financial reporting
framework established by an authorised or recogns$andards setting organisation
for the preparation of a complete set of financahtements (for example,
International Financial Reporting Standards). Theitar therefore considers whether
the expected form of opinion is appropriate in light of the applicable financial
reporting framework. Factors that may affect thditaw’'s consideration as to whether
to use the phrases “presents fairly, in all maktegapects,” or “gives a true and fair
view of ...” in the auditor’s opinion include:

Whether the applicable financial reporting framekvigr explicitly or implicitly
restricted to the preparation of a complete sénahcial statements.

Whether the single financial statement or the dpeelement of a financial

16 |SA (NZ) 200, paragraph 8.
17 ISA (NZ) 700, paragraphs 35-36.

10
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statement will:

0 Comply fully with each of those requirements of ttenework relevant to
the particular financial statement or the particudement, and the
presentation of the financial statement or the el@ninclude the related
notes.

0 If necessary to achieve fair presentation, prodidelosures beyond those
specifically required by the framework or, in extiepal circumstances,
depart from a requirement of the framework.

The auditor’s decision as to the expected formphion is a matter of professional
judgement. It may be affected by whether use ofpim@ases “presents fairly, in all
material respects,” or “gives a true and fair view'the auditor’s opinion on a single
financial statement or on a specific element ofirarfcial statement prepared in
accordance with a fair presentation framework isegally accepted in the particular
jurisdiction.

Considerations When Planning and Performing the Aud (Ref: Para. 10)

A10.

All.

The relevance of each of the ISAs (NZ) requicareful consideration. Even when
only a specific element of a financial statemerthis subject of the audit, ISAs (N2)
such as ISA (NZ) 24¢ ISA (NZ) 550° and ISA (NZ) 570 are, in principle, relevant.
This is because the element could be misstatedemit of fraud, the effect of related
party transactions, or the incorrect applicatiorthaf going concern assumption under
the applicable financial reporting framework.

[Amended by the NZAuASB.]

NZA11.1 Furthermore, ISAs (NZ) are written in thentext of an audit of financial statements;

Al2.

Al3.

they are to be adapted as necessary in the ciranoest when applied to the audit of a
single financial statement or of a specific elemehta financial statemeft. For
example, written representations from those changétl governance about the
complete set of financial statements would be wmalaby written representations
about the presentation of the financial statemeth® element in accordance with the
applicable financial reporting framework.

When auditing a single financial statementaoispecific element of a financial
statement in conjunction with the audit of the trgi complete set of financial
statements, the auditor may be able to use auidiereee obtained as part of the audit
of the entity’s complete set of financial statensemt the audit of the financial
statement or the element. ISAs (NZ), however, megihie auditor to plan and perform
the audit of the financial statement or elemenbltain sufficient appropriate audit
evidence on which to base the opinion on the firstatement or on the element.

The individual financial statements that cois@ra complete set of financial
statements, and many of the elements of those dialastatements, including their
related notes, are interrelated. Accordingly, whaditing a single financial statement
or a specific element of a financial statement,ahditor may not be able to consider

18 |SA (NZ) 240, “The Auditor’'s Responsibilities Relag to Fraud in an Audit of Financial Statements.”
19 ISA (NZ) 550, “Related Parties.”
20 ISA (NZ) 200, paragraph 2.

11
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the financial statement or the element in isolati@onsequently, the auditor may need
to perform procedures in relation to the intereflaitems to meet the objective of the
audit.

Furthermore, the materiality determined forsiagle financial statement or for a
specific element of a financial statement may beelothan the materiality determined
for the entity’s complete set of financial statemserhis will affect the nature, timing
and extent of the audit procedures and the evalualfi uncorrected misstatements.

Forming an Opinion and Reporting Considerations(Ref: Para. 11, 14)

Al5.

Al6.

ISA (NZ) 700 requires the auditor, in formiag opinion, to evaluate whether the
financial statements provide adequate disclosuvegntable the intended users to
understand the effect of material transactionsearshts on the information conveyed
in the financial statementdIn the case of a single financial statement aa specific
element of a financial statement, it is importdmattthe financial statement or the
element, including the related notes, in view of tlequirements of the applicable
financial reporting framework, provides adequatsckiisures to enable the intended
users to understand the information conveyed in fthancial statement or the
element, and the effect of material transactiond aments on the information
conveyed in the financial statement or the element.

Appendix 2 of this ISA (NZ) contains illustiats of auditors’ reports on a single
financial statement and on a specific elementfafancial statement.

Modified Opinion, Emphasis of Matter Paragraph ahér Matter Paragraph in the
Auditor’s Report on the Entity's Complete Set afdficial StatemeniRef: Para. 14-15)

Al7.

Al8.

Even when the modified opinion on the entitysnplete set of financial statements,
Emphasis of Matter paragraph or Other Matter pafgrdoes not relate to the
audited financial statement or the audited elem#,auditor may still deem it

appropriate to refer to the modification in an QtNe&tter paragraph in an auditor’s
report on the financial statement or on the elenbexctiuse the auditor judges it to
be relevant to the users’ understanding of theteddinancial statement or the
audited element or the related auditor’s repog (S& (NZ) 706)*

In the auditor’s report on an entity’'s completet of financial statements, the
expression of a disclaimer of opinion regarding tésults of operations and cash
flows, where relevant, and an unmodified opiniogareling the financial position is
permitted since the disclaimer of opinion is beisgued in respect of the results of
operatizgns and cash flows only and not in respét¢h® financial statements as a
whole:

21 ISA(NZ) 700, paragraph 13(e).
22 |1SA (N2) 706, “Emphasis of Matter Paragraphs andeDMatter Paragraphs in the Independent Auditor’s
Report,” paragraph 6.

23 ISA (NZ) 510, “Initial Audit Engagements — Openigplances,” paragraph A8, and ISA (NZ) 705,
paragraph Al16.

12
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Appendix 1
(Ref: Para. A3)

Examples of Specific Elements, Accounts or Items af Financial Statement

. Accounts receivable, allowance for doubtful acceurteivable, inventory, the liability
for accrued benefits of a private pension plan, theorded value of identified
intangible assets, or the liability for “incurredtinot reported” claims in an insurance
portfolio, including related notes.

. A schedule of externally managed assets and incofma private pension plan,
including related notes.

. A schedule of net tangible assets, including relatetes.
. A schedule of disbursements in relation to a lgmeperty, including explanatory notes.
. A schedule of profit participation or employee bses, including explanatory notes.

13
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Appendix 2
(Ref: Para. A16)

lllustrations of Auditors’ Reports on a Single Financial Statement and on a
Specific Element of a Financial Statement

lllustration 1: An auditor’s report on a singledimcial statement prepared in accordance
with a general purpose framework (for purposeshisf ifllustration, a fair presentation
framework).

lllustration 2: An auditor’s report on a singledimcial statement prepared in accordance
with a special purpose framework (for purposeshes tllustration, a fair presentation
framework).

lllustration 3: An auditor’s report on a specifiement, account or item of a financial
statement prepared in accordance with a specigloparframework (for purposes of
this illustration, a compliance framework).

14



ISA (NZ) 805

[llustration 1:
Circumstances include the following:
. Audit of a balance sheet (that is, a single finanal statement).

. The balance sheet has been prepared by managemeitlte entity in accordance
with the requirements of generally accepted accouintg practice in New Zealand
relevant to preparing a balance sheet.

. The applicable financial reporting framework is a fair presentation framework
designed to meet the common financial information @eds of a wide range of
users.

. 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 has determined that it is appropriate b use the phrase “presents
fairly, in all material respects,” in the auditor’'s opinion.

INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]

We have audited the accompanying balance sheeBGf lAmited as at December 31, 20X1
and a summary of significant accounting policied ather explanatory information (together
“the financial statement”).

Directors’ Responsibility for the Financial Statement

The directors are responsible for the preparatind fair presentation of this financial
statement in accordance with those requiremengemérally accepted accounting practice in
New Zealand relevant to preparing such a finargtetement and for such internal control as
the directors determine is necessary to enablprépgaration of the financial statement that is
free from material misstatement, whether due todrar error.

Auditor’'s Responsibility

Our responsibility is to express an opinion onfthancial statement based on our audit. We
conducted our audit in accordance with Internati&@tandards on Auditing (New Zealand).
Those standards require that we comply with ethiegliirements and plan and perform the
audit to obtain reasonable assurance about whétieefinancial statement is free from
material misstatement.

An audit involves performing procedures to obtairia evidence about the amounts and
disclosures in the financial statement. The procesiiselected depend on the auditor's
judgement, including the assessment of the riskmaterial misstatement of the financial

statement, whether due to fraud or error. In makimgse risk assessments, the auditor
considers internal control relevant to the entitgigparation and fair presentation of the
financial statement in order to design audit proced that are appropriate in the

circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the

15
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entity’s internal controf. An audit also includes evaluating the appropriessof accounting
policies used and the reasonableness of accousdingates, if any, made by management as
well as evaluating the overall presentation offthancial statement.

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.

Opinion

In our opinion, the financial statement presenidyfain all material respects, the financial
position of ABC Limited as at December 31, 20Xlagtordance with those requirements of

generally accepted accounting practice in New Zehtalevant to preparing such a financial
statement.

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

24 In circumstances when the auditor also has respitihsito express an opinion on the effectivene$s o
internal control in conjunction with the audit d¢fet financial statement, this sentence would be aeab
follows: “In making those risk assessments, theitaudonsiders internal control relevant to theitgist
preparation and fair presentation of the finansiaitement in order to design audit procedures dhat
appropriate in the circumstances.”
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lllustration 2:
Circumstances include the following:

. Audit of a statement of cash receipts and disburseamts (that is, a single financia
statement).

. The financial statement has been prepared by managent of the entity in
accordance with the cash receipts and disbursementsasis of accounting tg
respond to a request for cash flow information recged from a creditor. Fhe
entityManagement has a choice of financial reportig frameworks.

. The applicable financial reporting framework is a fair presentation framework
. . . . . e 25
designed to meet the financial information needs a&pecific users.

. The auditor has determined that it is appropriate b use the phrase “presents
fairly, in all material respects,” in the auditor’s opinion.

. Distribution or use of the auditor’s report is not restricted.

INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]

We have audited the accompanying statement of as#ipts and disbursements of ABC
Limited for the year ended December 31, 20X1 arsimmary of significant accounting
policies and other explanatory information (togethiee financial statement”). The financial
statement has been prepared by management usiegsheaeceipts and disbursements basis
of accounting described in Note X.

Directors’ Responsibility for the Financial Statement

The directors are responsible for the preparatind fair presentation of this financial
statement in accordance with the cash receipts dasiobursements basis of accounting
described in Note X; this includes determining tie&t cash receipts and disbursements basis
of accounting is an acceptable basis for the patioar of the financial statement in the
circumstances, and for such internal control agdthectors determine is necessary to enable
the preparation of the financial statement théteis from material misstatement, whether due
to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express an opinion onfthancial statement based on our audit. We
conducted our audit in accordance with Internati&@tandards on Auditing (New Zealand).
Those standards require that we comply with ethiegliirements and plan and perform the
audit to obtain reasonable assurance about whdligefinancial statement is free from
material misstatement.

An audit involves performing procedures to obtaidia evidence about the amounts and
disclosures in the financial statement. The procegiselected depend on the auditor's
judgement, including the assessment of the riskmaterial misstatement of the financial

25 |SA (NZ) 800 contains requirements and guidancéherform and content of financial statements pregar
in accordance with a special purpose framework.
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statement, whether due to fraud or error. In makimgse risk assessments, the auditor
considers internal control relevant to the entitgigparation and fair presentation of the

financial statement in order to design audit proced that are appropriate in the

circumstances, but not for the purpose of exprgsaimopinion on the effectiveness of the

entity’s internal control. An audit also includesatiating the appropriateness of accounting
policies used and the reasonableness of accousdingates, if any, made by management as
well as evaluating the overall presentation offthancial statement.

We believe that the audit evidence we have obtamsdfficient 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.

Opinion

In our opinion, the financial statement presenigyfain all material respects, the cash
receipts and disbursements of ABC Limited for thearyended December 31, 20X1 in
accordance with the cash receipts and disburserbasis of accounting described in Note X.
Basis of Accounting

Without modifying our opinion, we draw attention Mote X to the financial statement,
which describes the basis of accounting. The fimdngtatement is prepared to provide
information to XYZ Creditor. As a result, the statnt may not be suitable for another
purpose.

[Auditor’s signature]

[Date of the auditor’s report]
[Auditor's address]
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lllustration 3:
Circumstances include the following:

. Audit of the liability for “incurred but not report ed” claims in an insurance
portfolio (that is, element, account or item of aihancial statement).

. The financial information has been prepared by_mangement of the entity in
accordance with the financial reporting provisionsestablished by a regulator tg
meet the requirements of that regulator—Fhe-entitilanagement does not have a
choice of financial reporting frameworks.

. The applicable financial reporting framework is a @mpliance framework
. . . . . . 26
designed to meet the financial information needs apecific users.

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

. Distribution of the auditor’s report is restricted.

INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]

We have audited the accompanying schedule of #tdity for “incurred but not reported”

claims of ABC Insurance Limited as at DecemberZIX1 (“the schedule”). The schedule
has been prepared by management based on [desiceibinancial reporting provisions
established by the regulator].

Directors’ Responsibility for the Schedule

The directors are responsible for the preparatioimed schedule in accordance with [describe
the financial reporting provisions established thg tegulator] and for such internal control as
the directors determine is necessary to enablerdgaration of the schedule that is free from
material misstatement, whether due to fraud orerro

Auditor’'s Responsibility

Our responsibility is to express an opinion ongbeedule based on our audit. We conducted
our audit in accordance with International Standand Auditing (New Zealand). Those
standards require that we comply with ethical regjuents and plan and perform the audit to
obtain reasonable assurance about whether thewdehedree from material misstatement.

An audit involves performing procedures to obtairia evidence about the amounts and
disclosures in the schedule. The procedures sdla#pend on the auditor's judgement,
including the assessment of the risks of materiabtatement of the schedule, whether due to
fraud or error. In making those risk assessmemis, auditor considers internal control
relevant to the entity’s preparation of the schednlorder to design audit procedures that are
appropriate in the circumstances, but not for theppse of expressing an opinion on the
effectiveness of the entity’'s internal control. Aaudit also includes evaluating the

26 |SA (NZ) 800 contains requirements and guidanc¢éherform and content of financial statements pregar
in accordance with a special purpose framework.
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appropriateness of accounting policies used anddhgonableness of accounting estimates
made by management, as well as evaluating the lbpeeaentation of the schedule.

We believe that the audit evidence we have obtamsdfficient 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
Insurance Limited.
Opinion

In our opinion, the financial information in thehsdule of the liability for “incurred but not

reported” claims of ABC Insurance Limited as at Bmber 31, 20X1 is prepared, in all
material respects, in accordance with [describdittancial reporting provisions established
by the regulator].

Basis of Accounting and Restriction on Distribution

Without modifying our opinion, we draw attentionNote X to the schedule, which describes
the basis of accounting. The schedule is prepareabsist ABC Insurance Limited to meet

the requirements of Regulator DEF. As a resultsttteedule may not be suitable for another
purpose. Our report is intended solely for ABC hasice Limited and Regulator DEF and

should not be distributed to parties other than ABglirance Limited or Regulator DEF.

[Auditor’s signature]

[Date of the auditor’s report]
[Auditor’'s address]
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ACCOMPANYING ATTACHMENT: SHMHARHY—CONFORMITY TO T HE
INTERNATIONAL STANDARDS ON AUDITING

This conformity statement accompanies but is nat@aSA (NZ) 805.

Conformity with International Standards on Auditing

This International Standard on Auditing (New Zedalp(SA (NZ)) conforms to International
Standard on Auditing ISA (NZ) 80Special Considerations — Audits of Single Financial
Statements and Specific Elements, Accounts or héa&inancial Statemenissued by the
International Auditing and Assurance Standards 8¢9E#XASB), an independent standard-
setting board of the International Federation ofduntants (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”

References to “management” and “those chargedgotiernance” have been amended in the
ISAs (NZ) because the statutory responsibilitythar preparation of the financial statements
rests with those charged with governance. The I®4sire the auditor to obtain written
representations from management. The ISAs (NA)ireqvritten representations from those
charged with governance. Paragraphs where reiesdnc’management” have been
amended have been labelled as NZ paragraphs.

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 this ISA (NZ) enables compliancéwBSA 805.

Comparison with Australian Standards on Assurance Bgagements

In Australia the Australian Auditing and Assurar8@ndards Board (AUASB) has issued
Australian Auditing Standard ASA 805pecial Considerations — Audits of Single Financial
Statements and Specific Elements, Accounts or hém&inancial Statement.

ASA 805 conforms to ISA 805.
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