TAC

For the USCPA Exam

Auditing & Attestation

seomz AL
(2024 Eaiton







CPA EXAM REVIEW

Auditing

FINAL REVIEW

A

BECKER




BECKER PROFESSIONAL EDUCATION COURSE DEVELOPMENT TEAM

Timothy F. Gearty, CPA, MBA, JD .. .......covieiinn Editor in Chief, Financial/Regulation (Tax) National Editor
Angeline S. Brown, CPA, MAC ................ Director, Accounting Curriculum, Audit/Financial/BEC National Editor
Teresa C. Anderson, CPA, CMA, MPA . . .. ... e e e Manager, Accounting Curriculum
Patrice W. JOhNSoNn, CPA . ... it e e Manager, Accounting Curriculum
Tom Cox, CPA, CMA, CHFP ... o e e Financial (GASB & NFP) National Editor
StEVE LeVIN, JD . o ittt Regulation (Law) National Editor
John B. Pillatsch, MAS, CPA . ... . e e e e Sr. Director, Product Development
Pete CONSOIE . .ttt Director, Educational Technologies
KAt TraN . oot e e Director, Quality Assurance
SEEPNEN BeIENS . o ottt ittt e Manager, Curriculum Quality Assurance
James MCKIMSON. . .ottt e e e e Manager, Software Quality Assurance
ANSON MiIYashiro . ..o o e e Course Production Manager
Michelle McCubbins, MBA . . . ... e e Course Production Project Manager
Brian Cave . . oottt Manager, Software Development
TIM MUNSON. ettt e Course Production Editor
Linda FINEStONe . . ...t Course Production Editor
Eric J. Brunner, PhD Michelle Moshe, CPA, DiplFR

Chris Cocozza, CPA, JD, LLM Peter Olinto, JD, CPA

Robert A. DeFilippis, CPA, MBA Mike Potenza, JD

Jennifer B. Deutsch, CPA, MS Cheryl L. Prachyl, PhD, CPA

Mike Farrell, JD Ray Rigoli, CPA, MBA

Dennis J. Green, CPA, MBA Joshua M. Rosenberg, CPA, CFA, MBA

John S. Grayson, JD, CPA Jonathan R. Rubin, CPA, MBA

Liliana Hickman-Riggs, CPA, CITP, CMA, CIA, CFE, MS Michael Rybak, CPA, CFA

Donald A. Kaniecki, CPA, MBA Christopher Severson, MPA

John B. Kushner, CPA Jeffrey Sherman, JD, CPA (inactive)

Cindy Lawrence, CPA, MBA Roberta Smith, CPA

Seth Levine, CPA, MPrA, MBA, ABD Karen Tarbet, CPA, D

Edward McTague, CPA, MBA Lisa M. Thayer, CPA

Michael Meriwether, CPA, MBA

Permissions

Material from Uniform CPA Examination Selected Questions and Unofficial Answers, 1989 - 2022 copyright © by American
Institute of Certified Public Accountants, Inc., is reprinted and/or adapted with permission.

Any knowing solicitation or disclosure of any questions or answers included on any CPA Examination is prohibited.

Copyright © 2023 by DeVry/Becker Educational Development Corp. All rights reserved.

Printed in JAPAN.

No part of this work may be reproduced, translated, distributed, published or transmitted without the prior written
permission of the copyright owner. Request for permission or further information should be addressed to the
Permissions Department, DeVry/Becker Educational Development Corp.




2024 Edition — Auditing Final Review

AUDITING TABLE OF CONTENTS

1A: Opinions

LI U To 1 @ o] a1 T o 1= PP PPUPPOt
2. Comparative Financial Statements ...........ccoocoiuiiiiiiiiiiec e
3. OhEr HEMS ittt b et b e a e b ettt
4. Reporting on Other INfOrmation ... e e e e e e enes
2: Other Reports & Services

1. Special CoNSIAEIAtIONS ........coiiiiiiiiiie et e e et e e st e e s e e e anreeenae
2. Statements on Standards for Accounting and Review Services ...,
3. Review of interim Financial Statements .........coooiiiiiii e
4. Statements on Standards for Attestation Engagement ...

3A: Before the Field Work

1. AUAItING = OVEIVIEW oottt et e et e et e s et e e nne e e e s naneee s
2. Planning the AUit ... ettt e e et e e e e e e e et e e e e e e e e nnnreeeaaeeeeannees
3. Other AUt IIBMS .ottt e e et e s e e s e e e e e e

3B: Planning

L =TT ol oo I (o) ol ] G PRSP PPN
2. INEErNAl CONIIOL ...ttt e ae e bt e sae e e nbne e sa e e sbneennee e
3. Auditor's RiSK ASSESSIMENT  .......iiiiiiiiieiiie ettt ettt e san e seneesane e
4. Responding t0 ASSESSEA RISK .......uuuuiiiiiiiiiiiiiiiiiiiiiiie e beeseeaseeeaenraenenentnrnrnenrnrnrnrnes

4A: Evidence and Communications
I V1o 1Y o Lo =Y

2. Required Auditor CoOmmMUNICAtION  .......eiiiiii et e et e e e e e e e e e e e e ennees

© 2023 DeVry/Becker Educational Development Corp. All rights reserved.



2024 Edition — Auditing Final Review

4B: Transaction Cycles

1.

2
3
4.
5
6

Transaction CYClE OVEIVIEW .........oiiiiiiiiiiiee ettt et e s e e e e b e e e 4B-3
REVENUE CYCIE ..ttt e e oottt e e e e e e et et e e e e e e e e nnaeeeeeaeeeaannnsneeaas 4B-4
oo 1=Y oo [ (0] (T O3 = SRR 4B-7
Property, Plant and EQuipment CycCle ... 4B-9
Payroll and Personnel CYClE ... ... ettt e e e e e e e e e e e e e nnnaeeeas 4B-10
F U (o 11 gL IO ([T Y (=T T SRR 4B-11

5A: Statistical Sampling

1.

F U Lo 1 S T= o o] o] o o PSP 5A-3

5B: Internal Control Communications

1.

Internal Control CoOMMUNICALIONS  ......iiiiieeee e et e e e e e e e e e e e eeeeees 5B-3

6A: Professional Responsibilities

1.

2
3
4.
5

AICPA Code of Professional CONAUCT ..........ccoiiiiiiiiiiciie e 6A-3
Sarbanes-Oxley ACt OFf 2002 ... e e e e n e e e e e e nnaeeeas 6A-6
Public Company Accounting Oversight Board (PCAOB) ........cooiiiiiiiiiiiiiiiec e 6A-7
U.S. Securities and Exchange Commission (SEC) .......ooiiiiiiiiiiiiiie e 6A-9
U.S. Department Of LADOr ......ooeiiiiiiiiiiiiiiie ettt eeeeeaeesessesssssassssssssssssssssssssssssnsnsnsnnnnnnnes 6A-11

6B: Effect of IT on the Audit

1.

2
3.
4

The Effect of Information Technology on the Audit ..o 6B-3
Quality CoNtrol STANAAIAS  ....cueiiiiieiiie ettt e nane e 6B-7
Ratio Analysis - Analytical ProCeAUIrES ..........cooiiiiiiiiiiiiiiie e 6B-8
AUdit Data ANAIYEHCS ..ottt e e e e e e e e e e e e e e e e nraneaaaaaean 6B-12

© 2023 DeVry/Becker Educational Development Corp. All rights reserved.



2024 Edition — Auditing Final Review

6C: Government Auditing

1. GoVErNMENT AUGItING  .ovvieiiiiiiiei et e e e e e e e et e e e e e s esanra e e e eeesessnsbaneeaeeeann 6C-3
2. GAAS Requirements for COMPlIANCE  .......ooiiiiiiiiiiie e e e e e e e e e e e ennnes 6C-3
3. Generally Accepted Government Auditing Standards (GAGAS)  .....oovviiiiiiciiiieee e 6C-6
4. GAGAS Conceptual Framework for INdependence ...........cccoeeiiiiiiiiiiie e 6C-8
5. Single Audit Act (The Code of Federal Regulations) Requirements ...........ccccccceeiiiiiiiiiiieeceecnns 6C-9
6. Reporting Standards and ReqUIremMENtS  .........c..oviiiiiiiiiee e 6C-9

APPENDIX : Audit Communication Examples (Forms)

© 2023 DeVry/Becker Educational Development Corp. All rights reserved.



2024 Edition — Auditing Final Review

NOTES

© 2023 DeVry/Becker Educational Development Corp. All rights reserved.



2024 Edition — Auditing Final Review

AUDITING 1/

Opinions

Audit Opinions

Comparative Financial Statements

Other items

Reporting on Other Information

© 2023 DeVry/Becker Educational Development Corp. All rights reserved.



2024 Edition — Auditing Final Review

NOTES

1A-2
© 2023 DeVry/Becker Educational Development Corp. All rights reserved.



2024 Edition — Auditing Final Review

SUMMARY NOTES

I. Audit Opinions
A. Opinion Types

1. Unmodified opinion—States that the financial statements present fairly, in all material respects,
the financial position, results of operations, and cash flows of the entity, in conformity with the
applicable financial reporting framework.

SRS TE R IE B R — M R 3R 00 T FTRE R I 5 R A R ME (T L L . £ COEE RV, MBL
RiE, BERE, BEOF vy a7 —RNHECRRENTNS I LIZONWTERERRS,
a. Emphasis-of-Matter, Other-Matter, Key Audit Matters, Explanatory, and Critical Audit
Matters paragraphs—Additional communications added to the auditor's report without
modifying the auditor's opinion.
WX Sy, EOMPFHEX Sy, A EOEERFHX - EEANOBRAEEST S L
EEWMIEZITBMO®HE 2504 2 7k

2. Modified opinions—The auditor's report is modified when the auditor concludes that the financial
statements as a whole are materially misstated (GAAP issue) or when the auditor is unable to
obtain sufficient appropriate audit evidence to conclude that the financial statements as a whole
are free from material misstatement (GAAS issue).

BEEER -—MEB#REE L L THEEREBER T GT(CGAAPER ) GG, MB#HRERLE LT
BHERERRTREZERN LV |

Ft I T D T2 80 D443 Ol Gl R BEAFEL A INAE S 2 & L A HY
K7p o T2 (GAASER )& . B & E I Imodify(lETE) S5,

a. Qualified Opinion—States that except for the effects of the matter(s) to which the
qualification relates, the financial statements present fairly..."—used for GAAS or GAAP
issues.

REMBEIER R — “BISMORFROEELRE, MBHRITHEECR TS TS Lk~
%, GAASRCGAAPDYENLYEICRIED & 555 B I -V 5,

b. Adverse—States that the financial statements do not present fairly—GAAP issue.

i EE R eE R I B ISR R STV R L IR 5 —GAAPHERLC RN & 5556,
C.

GAAS issue.

%
Disclaimer—States that auditor does not express an opinion on the financial statements—
BRARPA—EEE NIMBHERICOVTEREZRII L7220 Lk~ 25 —GAASHERLIZ A
b5,

1A-3
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B. Unmodified/Unqualified Opinion
Financial statements are presented fairly in all material respects. The following is an unmodified
opinion for a nonissuer reporting on a single year.
ETOEEQFUTBNT, MHE#EEPBEEIIRRSIN TN DS54,

Unmodified Opinion (Nonissuer)

Independent Auditor’s Report

[Appropriate Addressee]
Report on the Audit of Financial Statements!

Opinion

We have audited the accompanying financial statements of ABC Company, which comprise the balance sheet
as of December 31, 20X1 and 20X0, and the related statements of income, changes in stockholders' equity, and
cash flows for the years then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of ABC Company as of December 31, 20X1 and 20X0, and the results of its operations and its cash
flows for the year then ended in accordance with accounting principles generally accepted in the United States
of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of ABC Company and to meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audits. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Responsibilities of management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about ABC Company's ability to continue as
a going concern for [insert the time period set by the applicable financial reporting framework].

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not
a guarantee that an audit conducted in accordance with GAAS will always detect a material misstatement
when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on the
financial statements.

(continued)

1A-4
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(continued)

In performing an audit in accordance with GAAS, we:

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.

Other Information [Included in the Annual Report]

Management is responsible for the other information [included in the annual report]. The other information
comprises the [information included in the annual report] but does not include the financial statements and
our auditor's report thereon. Our opinion on the financial statements does not cover the other information,
and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and
consider whether a material inconsistency exists between the other information and the financial statements,
or the other information otherwise appears to be materially misstated. If, based on the work performed, we
conclude that an uncorrected material misstatement of the other information exists, we are required to
describe it in our report.

Report on Other Legal and Regulatory Requirements
[The form and content of this section of the auditor's report would vary depending on the nature of the

[Signature of the auditor's firm]
[City and state where the auditor's report is issued]
[Date of the auditor's report]

2024 Edition — Auditing Final Review

Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of ABC Company's internal control. Accordingly, no such opinion is expressed.2

Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about ABC Company's ability to continue as a going concern for a reasonable period of
time.

auditor's other reporting responsibilities.]

'The subtitle, "Report on the Audit of the Financial Statements," is unnecessary in circumstances in which
the second subtitle, "Report on Other Legal and Regulatory Requirements," is not applicable.

2|n circumstances in which the auditor also has a responsibility to express an opinion on the effectiveness of
internal control in conjunction with the audit of the financial statements, omit the following: "but not for
the purpose of expressing an opinion on the effectiveness of ABC Company's internal control. Accordingly,
no such opinion is expressed."

1A-5
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Unqualified Opinion (Issuer)

Report of Independent Registered Public Accounting Firm
To the shareholders and the board of directors of X Company:

Opinion on the Financial Statements

We have audited the accompanying balance sheets of X Company (the "Company") as of December 31, 20X2 and 20X1,
the related statements of income, comprehensive income, stockholders equity, and cash flows for each of the years then
ended, and the related notes and schedules (collectively referred to as the "financial statements"). In our opinion, the
financial statements present fairly, in all material respects, the financial position of the Company as of December 31,
20X2 and 20X1, and the results of its operations and its cash flows for the years then ended, in conformity with
accounting principles generally accepted in the United States of America.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an
opinion on the Company's financial statements based on our audits. We are a public accounting firm registered with the
Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect to
the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities
and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks of material
misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to
those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
financial statements. Our audits also included evaluating the accounting principles used and significant estimates made
by management, as well as evaluating the overall presentation of the financial statements. We believe that our audits
provide a reasonable basis for our opinion.

Critical Audit Matters

The critical audit matters communicated below are matters arising from the current period audit of the financial
statements that were communicated or required to be communicated to the audit committee and that: (1) relate to
accounts or disclosures that are material to the financial statements and (2) involved our especially challenging,
subjective, or complex judgments. The communication of critical audit matters does not alter in any way our opinion on
the financial statements, taken as a whole, and we are not, by communicating the critical audit matters below, providing
separate opinions on the critical audit matters or on the accounts or disclosures to which they relate.

[Include critical audit matters]

[Signature]

We have served as the Company’s auditor since [year]
[City and state or country]

[Date]

© 2023 DeVry/Becker Educational Development Corp. All rights reserved.
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C. Audits of Group Financial Statements
When an auditor acts as the auditor of group financial statements, the auditor must determine
whether to make reference to any component auditors in the auditor's report on the group financial
statements.
EEND TN —T B HEDOER LT 556, ARSIV CTcomponent auditoriZ DWW C &
K B 0RE LT T 7,

1.

Making Reference to the Component Auditor

When making reference to the component auditor, the auditor's report on the group financial
statements should clearly indicate that the component was audited by the component auditor
and should include the magnitude of the portion of the financial statements audited by the
component auditor.

B A E 235V Cecomponent auditorlZ 5 & 546, %2 component’icomponent auditor
ICE->THEEINEZ &, KUmagnitude(GZED R E )% 7V — 7 EAEREFEICE VTR
L2z b7eu,

Assumption of Responsibility

When the group auditor decides to assume responsibility for the work of a component auditor,
no reference to the component auditor is made in the auditor's report.

7 v— T B4 N 73component auditor® Fjii L 72 EEASEIPH & SO H(EE R D &V Ol E L
Bh. 7 N—TERRLEEICE Y Tcomponent auditoric 5 & L7z,

D. Emphasis-of-Matter and Other-Matter Paragraphs, Explanatory, Key Audit Matters,and
Critical Audit Matters Paragraphs

1.

2,

Emphasis-of-Matter Paragraphs (Nonissuer)

An emphasis-of-matter paragraph is included in the auditor's report when required by GAAS or
at the auditor's discretion. An emphasis-of-matter paragraph is used when referring to a matter
that is appropriately presented or disclosed in the financial statements and is of such
importance that it is fundamental to the users' understanding of the financial statements.
GAASIC L > TER SN DA - ITEA AN LI LR L 5A . BA RS EI(Zemphasis-of-
matter paragraph(GEFHFH X0 BN S 5, MR FER L, WHBH#RICB W CGETNICBTR
ENTVBRHERTIEDH D, FIHZEOHMER L2 MLENH L2 BERFHIZOWTE LT 256
WZEMA b, (B : Acceptable/Justified change in accounting principle)
a. Report Requirements
When an emphasis-of-matter paragraph is included in the auditor's report, the auditor
should:
1. Use the heading "Emphasis of Matter" or other appropriate heading,
"Emphasis-of-Matter” & 7= 13% DY) 2237 7 F 7 D2 A4 MV ERFET S
2. Describe the matter and the location of relevant disclosures, and
WREHONA LT L, SUFHIIET 2EROBERMTOI TV DS 2T
)
3. State that the auditor's report is not modified with respect to the matter emphasized.
ZOMPHFHEIC L > TEBEADERNEDL D LD TRV ELHT D

Other-Matter Paragraphs (Nonissuer)

An other-matter paragraph is included in the auditor's report when required by GAAS or at the

auditor's discretion. Other-matter paragraphs refer to matters other than those presented or

disclosed in the financial statements that are relevant to the users' understanding of the audit,

the auditor's responsibilities, or the auditor's report.

GAASIZ L > CHER SN D GE L ITEEADLE LUK L-5GE. EfRREEICother-matter

paragraph( OFIERX ) B M SN D, £ OMFER L, MEARICBWTHRR ST

1A-7
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RNEIET, FAZEOBMEEZGINERD LEHICOWTE KT 2R ARSI NS,

a. Report Requirements
When an other-matter paragraph is included in the auditor's report, the auditor should:
1. Use the heading "Other Matter" or other appropriate heading, and
"Other-Matter” & 72 1X¢ DAY 72 X7 7 F 7D H A bV EHFT D
2. Describe the matter and the location of relevant disclosures.
IR FEHONR ZLE L, A FHICE T 25 ROBRBTON TV 2 5T 215
%

3. Explanatory Paragraphs (Issuer)

An explanatory paragraph is included in the auditor’s report when required by PCAOB auditing
standards or at the auditor’s discretion. The inclusion of an explanatory paragraph in the
auditor’s report does not affect the auditor’s opinion.

PCAOBIZ & » CTHER SN B LA XA AN MLE LKW L2546, BERfEE Cexplanatory
paragraph2Mfi&EN 5, ZOHEIZL > TEEAOERBED L O TIEARW,

* PCAOBIZHIEIE 223, —fAYIZopinion section D& IZIEA S5,

4. Key Audit Matters (Nonissuers Only)

Key audit matters (KAMs) are those matters that were of most significance in the audit of the
financial statements of the current period. Such matters are selected from the matters
communicated with those charged with governance. Entities have the option of whether or not to
engage the auditor to communicate key audit matters but should consider the needs of the users
of the financial statements when making this determination.

RPN EMOMBHERES L, RBEHETHD LB LICFHIZOWTHER LT &
Thd LY LAl Eins,

a. Report Requirements
When the auditor is engaged to communicate key audit matters, the audit report should include:
1. A separate section of the auditor’s report with the heading “Key Audit Matters”; and
RTTZT7DHA VE“Key Audit Matters” & BHFLT 5
2. A description of why the matter was considered to be of most significance and how the
matter was addressed.
KAMONE, b HETH D & OHIWNIED E TORME, BE Loxtice &2 2

If the auditor is engaged to communicate key audit matters, but determines, based on the facts
and circumstances of the audit, that there are no items to communicate, a statement to this effect
should be included in the auditor’'s report under the subheading “Key Audit Matters.”

5. Critical Audit Matters (Issuers Only)

The auditor’s report for audits of issuers must include any critical audit matters (CAMs) arising
from the current period‘s audit of the financial statements, or state that the auditor determined
that there were no CAMs.

AT Mvissuer DA, CAMDGLHITMAEA TH Y . BE AR AL OMBGHREAE L. K
HEETH D LA LFHEICOWTHET S

A critical audit matter is a matter that was communicated or required to be communicated to the
audit committee and that:

1. relates to accounts or disclosures that are material to the financial statements; and

2. involved especially challenging, subjective, or complex auditor judgment.

1A-8
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a. Report Requirements
For each CAM identified, the audit report should include:
1. Identification of the CAM;
CAMDF5iE
2. Description of the principal considerations that led the auditor to determine that the matter
was a CAM;
HOLEETHD L OHENZE D E TORKE
3. Description of how the CAM was addressed in the audit; and
BEAE b oD i
4. Reference to the relevant financial statement accounts or disclosures.
BEET 2 E B R~ DS I

6. Going Concern — fikfsi{c 2

a. The auditor is responsible for evaluating audit evidence to determine whether there is
"substantial doubt" that the client will be able to continue as a going concern for a
reasonable period time, as defined by the financial reporting framework used (FASB—one
year after financial statements are issued or available to be issued; GASB—one year
beyond the date of the financial statements).

EBNITZ 747 v MRk r LT, AHENRWM (FASBTHE, financial
statements DFEATH B IFELIN) | FEZWE TR TH D Z LI “BHRRER HdHoHL
O WA 5 EERH D,

b. If substantial doubt exists, a separate section in the auditor's report with the heading
"Substantial Doubt About the Entity's Ability to Continue as a Going Concern" (nonissuer)
or explanatory paragraph (issuer) stating the auditor's concerns should be added to the
auditor's opinion. The words "substantial doubt" and "going concern™ must be included.
Note that International Standards on Auditing use the term "significant doubt."

BRI INTFET D554, "Substantial Doubt About the Entity's Ability to Continue as a
Going Concern" (nonissuer) % 7z {Zexplanatory paragraph (issuer) Z B8/ L. “Substantial
doubt’ - "going concern” L\ 5 H7E% & CEE N D& ZHRET 5,

* e, BEARREFRICE L CTAMEFEMENFmWIGA L, disclaimer of opinion (& RLANZEE)
HIEIRTE D

** F7-. nonissuer®iZA TmanagementiZ L % xR (plan) @iz X > Tgoing
concernDEER MBI S5 &5 2 b YA IE. auditord ]l Cunmodified opinion% 3%
BH L. going concern® %352 B89 % emphasis-of-matter paragraphz {1772 < T Xy,

c. Conditions that may indicate a problem:

Mz 7~ 3 R & 5k RE

(1) Financial difficulties.
R B

(2) Internal matters (e.g., work stoppages, labor difficulties).
WEER (B ; 2 74 %, HEED

(3) Negative financial trends.
BRI 72 B BB - fBTA

(4) External matters (e.g., legal proceedings, new legislation).

SHRER (B BRIFHE. FRFRL. T LOESH)

d. The auditor should consider mitigating factors. Both intent and ability are required.
Z DIREEDBGRER ISV CEM L RN A biRET 5,

% LT, managementiZ X ZnoteDFRA+43Tdh > ThH, management®d %L (plan) @
EfEi 1z & - Tgoing concern D EEZ AWM I 5 L 1EE 2 DR WA X, "Substantial
Doubt About the Entity's Ability to Continue as a Going Concern" (nonissuer) or explanatory
1A-9
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paragraph (issuer)ZfdiE 4 5, & DK "substantial doubt" & "Going Concern" &9 2
SOHFEEGDRITNIEZR B2,  (management!Z X S note D B/R BN AR -+ 72 5 A1

qualified opinion ¥ 7= IZadverse opinion)

e. If doubt is removed in a subsequent period, the going concern paragraph need not be

repeated.
BHILIRRIC BRI BRiL izl a . Mkl 2 B3 2 Rl 0 R S 2 BT R
Wy,

7. Lack of Consistency — Justified (acceptable/justified change in accounting principle)

BB ANDBFET S ket o K

Consistency is implied in the auditor’s report. If a material change in GAAP has occurred
between periods and such change is justified, the auditor should add an emphasis-of-
matter paragraph to the auditor’s opinion describing the change and referring the reader to
the note describing the change in detail.

B AT IR IR PR O RTIR T 5, FEWICCGAAPICEERZENEZ ), £D X
O REHEMNEL SN HE, BENIEFE LR L. FHMICEE 25l L2 iz a4
FICSR S L RAFAFEX D 2 M 2T TR 5720,

8. Alert That Restricts the Use of the Auditor's Written Communication
EENOXEIZLDaI 2= —T 3 VOFIHHIR

The auditor may be required by GAAS or may decide that it is necessary to include language in the
auditor's report (or other written communication) that restricts the use of the auditor's written
communication. In the auditor's report, such language is included in an other-matter paragraph.
GAASIZ k> THERSNDHE. EBISE LY LG E. BENIEEREESLTOMOILE
L DEAENORELEOHH ZHIRT 5, BEERETEICEW T, 20 X5 REMFIROXS

3. TOMEFICREES D,
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E. GAAP Issues: Qualified or Adverse Opinion

The auditor uses professional judgment to determine whether to issue a qualified opinion or an
adverse opinion when audit evidence indicates that there is material misstatement of the financial
statements.

WMBHRICERREBTRPEEN TV LIHE. BEANTHEMEL L TOHWIZLY
RETDPRBEEZR LT 20T 5,

k

« BRIEAS I IE

il

JEN

¢

Financial Statements Inabglt);f?o' O?tam
9/ are Materially uricient -
Materiality of Problem . Appropriate Audit
Misstated Evidence
(GAAP [ssues) (GAAS Issues)
None or immaterial Unmodified Unmodified

T —
Material but not o - o -
pervasive /Qualmed Oplnlo\ Qualified Opinion

Material and pervasive werse OW Disclaimer of Opinion

1. Qualified Opinion
FRE £ I R

A qualified opinion should be expressed when the auditor concludes that misstatements,
individually or in the aggregate, are material but not pervasive to the financial statements.
REAARRA A, RN E 72 ITEFH LT, EECES D00 A AFHICEEL TV D b DO TIEZRN & H
WrL7za, IREMBEENEHSN S,

2. Adverse Opinion

REIER R

An adverse opinion should be expressed when the auditor concludes that misstatements,
individually or in the aggregate, are both material and pervasive to the financial statements.
RS, RN EITEF LT, BEETHY MR AFICEIEL TWVDH D Th S & Hll
L7ca. REESRAERHIND,

3. Form and Content of Auditor's Report

EEREEZEOBALNE

Departure from GAAP|Z X % qualified opinion ([BEMEIEE R)

<Nonissuer >

- Opinion paragraph# Qualified Opinion = # L . [REM#E EER CTHDH Z &2 KT 5,

- Opinion paragraph®[&.4% (ZBasis for Qualified Opinion paragraph# 3%/}, exception®ziiH]
%9 %, (< KeyAudit Matters section TiZ 72\ = & (ZHEE)

<lIssuer>

+ Opinion paragraph(Z 3\ Cqualified opinion% &4 %,
+ Opinion paragraph®[E.1% (Zadditional paragraph (Bt¥% ®headingld72 L) % %) CTexception
DOFA%EZ$ 5, (< Critical Audit Matters section CiE 72\ = & IZHER)
%72 ¥basis for opinion paragraphCldexception23d % Z & IZ.5iLEH A (Scope limitation(Z J:

% qualified opinion & %72 %)

1A-11
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Departure from GAAP|Z k. 5 adverse opinion (RHEIEE F.)

<Nonissuer >

+ Opinion paragraph®{ti> ¥ (ZAdverse Opinion* #H L, EAAEHTHDLZ LE2ET,

+ Opinion paragraph®iE.7% |ZBasis for Adverse Opinion paragraph# %!} Cexception D
&9 D,

- Key Audit Matters paragraphiZ& g S 5%

<lIssuer>
+ Opinion paragraphi(Z#3\ > Cadverse opinion% ##3 %,

+ Opinion paragraph®E.f% (Zadditional paragraph (Et% ®headingld72 L) %% () CTexception
DR ET 2,

- Critical Audit Matters sectionlZ&Z I = 5.

F. GAAS Issues: Qualified Opinion or Disclaimer

GAASEN : REFMEERR S L ITERARH

The auditor uses professional judgment to determine whether to issue a qualified opinion or a
disclaimer of opinion due to a limitation on the scope of the audit. A scope limitation occurs when the
auditor is unable to obtain sufficient appropriate audit evidence to conclude that the financial
statements are free of material misstatement.

EEGHOFIRS S A, BENIFEMFE L TOHWNCL Y, REMEEERETIPERAE

LT Dne il 25, EARAOHIRE T, MBHEERaRE L TEERERT REZEELRN LN

FERICE D O OB ARG AZINET D 2 E RN —ZE2 0D,

Financial Statements I nablsl/t};fg‘q Obtain
iali are Materially ufficient
Materiality of Problem ' Appropriate Audit
Misstated !
Evidence
(GAAP Issues) (GAAS Issues)
None or immaterial Unmodified Unmodified
Material but not N o — —
pervasive Qualified Opinion ﬁallfled omm
Material and pervasive Adverse Opinion %claimer of opiW

e —

1. Qualified Opinion
FR &4 8 IE B 5
A qualified opinion due to a GAAS issue should be expressed when the auditor is unable to
obtain sufficient appropriate audit evidence on which to base an opinion and the auditor

concludes that the possible effects of any undetected misstatements could be material but not
pervasive.

HARHDIERE & 70 2 MBS REEAREL 2 WA T &, 2 OREAHIPHORIRIZ & 2 R%E RO
MERSFLR DEERZ BN HE TIH D NIE BIE L TVD b O TR & B A 2SHIl L e s
B REMEEERNARI SN D,
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2. Disclaimer of Opinion

BRATEY

A disclaimer of opinion should be expressed when the auditor is unable to obtain sufficient
appropriate audit evidence on which to base an opinion and the auditor concludes that the
possible effects of any undetected misstatements could be both material and pervasive

BRRH O LR L 72 5 BB HREEIHLZIETE T, ZOERRMORRIC X 5 4£% Ao
e R DV TE R R

A=

DHEETIEH Y DDA EEL TWD HDOTIHED D LA AMHET L
Be. BRAERERD,

Form and Content of the Auditor's Report
ExXREEOHR LN

Scope limitation!Z X 5 qualified opinion ([BEfBIEER)

<Nonissuer >

Opinion paragraph# Qualified Opinion »fE L, [REMBIEER THL Z L E2KAT S

Opinion paragraph®E.#% (ZBasis for Qualified Opinion paragraph# &%J. exception® ]
1%, (—KeyAudit Matters section Tid7e\\ = & ICHEE)

<lIssuer>

Opinion paragraphiZ 3\ > Cqualified opinion% %3 %,

Opinion paragraph® &% |Zadditional paragraph (Bt#% ®headingif72 L) % 5%!J Texception
DA% 95, (< Critical Audit Matters section TiZ 722\ = & ITEE)
- Basis for opinion paragraphiZi\ T FE, exception3®H 2 Z L1251 d

Scope limitationiZ & % disclaimer (& 7. AZH)

<Nonissuer>

+ Opinion paragraph®{t.i> ¥ |ZDisclaimer of Opinion & 8 L

. BRAERHATHLZEE2RT,
Opinion paragraph® [& % |ZBasis for Disclaimer of Opinion paragraph % &%} Cexception®
B ET D,

- Key Audit Matters paragraphld 2§ S %
« Auditor's responsibility paragraph# & 1E4 2%,

<lIssuer>

Opinion paragraphiZ 35\ > Cdisclaimer of opinionZ &K~ 5%,

Opinion paragraph®iE.#% (Zadditional paragraph (E:% ®headingld72 L) % %) CTexception
D ET 5,

- Critical Audit Matters sectioniZ A S 5

1A-13
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ll. COMPARATIVE FINANCIAL STATEMENTS M #53E#
Multiple periods are presented in the financial statements.

A. Change in Opinion - EROEE
1. A prior opinion may be changed. The auditor should update (i.e., either reaffirm or change)
the opinion on any previously issued financial statement shown in comparative statements.
RIEIO B RIZEEIND WRRENH D, Bd ML B8R TR o0 Z 72 8T
a
2. If the updated opinion differs from the previous opinion, the auditor should disclose the
reason(s) in an emphasis-of-matter or other-matter paragraph that discloses the following:
EHSNZERABAIEORR E R 556, MHAFHK S CUTORAZERLRTN
R B 70,
a. Date of the previous auditor's report.
HIEIREE D B A+
b. Opinion type previously issued.
AEIAR S e B ROFEHR
c. Reason for the prior opinion.
AIE R ROE R
d. Changes that have occurred.
RELUEETHE
e. Statement that "opinion... is different.
BRSEIEE £25 L5 Fl

B. Different Opinions £72% & 5.
Some comparative reports will have different opinions for each year presented. Depending
upon the situation, the appropriate paragraphs will be modified.
WEREETFE LRI ERA N THERD D, RUICEY, BURKSPEEIND,

C. Predecessor's Report Not Presented BI{EEEE ADBEZNFREINLZWVES
The successor auditor should express an opinion on the current period financial statements
only and indicate in an other-matter paragraph (nonissuer) or explanatory paragraph (issuer):
#%EE: & AiZan other-matter paragraph (nonissuer) / explanatory paragraph (issuer) CLLF & 7%
SRTNIER B 720,
1. That the financial statements of the prior period were audited by a predecessor auditor.
BEEBEAPHHOMBHAEREEERE L L,
2. The type of opinion expressed and, if the opinion was modified, the reasons for the
modification.
EASHBEROEE, SLERAPEBEEBERR CRP 2256, TOHEE
3. The nature of any emphasis-of-matter or other-matter, or explanatory paragraph included
in the predecessor auditor's report.
MIAEENII T DMEE TRBS W EAE
4. The date of the predecessor auditor's report.
AMEEEADEEREED A

D. Predecessor's Report Presented FifEEE A DREENRREINIDIBE
A predecessor auditor can reissue his/her report, but prior to reissuance, he/she should:
AHEEEA NFRIEEEOWMEEEZHHITT 256, BIITICAL D, UINA2 I M Lgdiudz

SYAAN
1. Read the statements for the current period.
AWM OB HR 2 wtls

2. Compare the statements audited with the current period statements.
A & A OMB R 2 T 5
3. Obtain a letter of representation from the successor, to ascertain if anything material was

1A-14
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found.
BEBEAEANPOBUAE LIS L, EERFERBEPRODER T D,
Obtain a letter of representation from management regarding whether their prior
letter of representation needs to be modified.
R D DRI E 2 EAG L. AiENCHS U7 BOR B oLl S HIC AR RS E TR
AN é’ﬁ@wujqé
Date the report as appropriate:
Unrevised: Use the original report date in any reissue of a previous report,
because the predecessor auditor has limited knowledge of the former client's
current status.

EELARAWVWGS  fEEE NISHEOBURIZ OV TR b2 #] LR 772
WIZEND, HIEOEEREERTRHOREEINZEN T 5,

Revised: Dual date is used in the event that the predecessor auditor revises
the report.

EET 56  iEEAEAPEEREEL LWL L EFRIZOWVWTISFEOH
HEAME, ZOMOFEGIT OV TILATEOE A RS FOREEH B A 45 H
L. dual date -9 %,
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lll. OTHER ITEMS & DAl

A. Subsequent Events — %% F &

1A-16

)

A subsequent event occurs between the balance sheet date and the date the financial
statement are issued. Subsequent events may require either adjustment to the financial
statement or additional disclosure. Subsequent events are divided into two categories.
BRER L ITBEAREO A EMBEHROBITHORMICHAE L ELE V), hEHR
SUIMBHERIH L TELED 2 WITBMOBRO 8B LANRLETH D, HIEFRITIT
PLFO2o0H07 3 —3d 5,

1. Recognized event — Condition existing on or before the balance sheet date;
usually requires adjustment to the financial statement.
BRI FSR

BEEREFIEE I LIREA, SESBR O B 5V IE T LR FEE
LTW2IREE ; MB#KROBIENLEL 2D,

2. Nonrecognized event — Condition existing after the balance sheet date; usually
requires disclosure, but no financial statement adjustment.
BT S A
BIEFER LR EE I LIZJRED, SR O A ORICHFIEL TV HIREE ; B
Bt OEIETIERL . BRP KD b D,

The auditor has an active responsibility to investigate subsequent events during the
period from the balance sheet date to the date of the auditor's report. Responsibilities
include:

BB NITBERRE O B A0 b BEAREEO B A E COMMITKT 5 %A FRITFEMmT
BREEN D D, ZOHEEITIFUTREEND,

1. Reviewing post balance sheet transactions.
BESRE AR OBG O L E 2 —

2. Obtaining a representation letter from management.
T8 R D S

3. Inquiring.
B

4. Reading the minutes of stockholder, director, and other committee meetings.
HERE, Bffiks. TOMEEROEFREHT I &

5. Examining the latest available interim statements.
FICADRHO PRI B REEDOHA

The auditor has no active responsibility after the date of the auditor's report, but cannot
ignore information coming to his/her attention. If subsequent events result in adjustments
or disclosures that are made after the original date of the auditor's report, the auditor may
dual date the report to extend responsibility only for the particular subsequent
event.

B NISEEA R A RO AT DRI S M B E RIS SV THBR 2 REEZ R DRV, K
PBOVERZ T 5 2 L3 TE R, BEAEREEO ARSI SN RREERR
WMB#RIEESCHRZ L6 THE6, BANIERFRICOVWTOLTELEEAD LT
LZHAMETDHIENTE D,
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B. Subsequent Discovery of Facts After the Report Release Date
EEMEEORITARICRALLFE

1. If the auditor becomes aware of material information after the report's issuance and knows
persons are currently relying or likely to rely on the financial statements, the auditor should
advise the client to immediately disclose the information and its impact on the financial
statement.
EAEADEAEREEORITRICHEBERIERICZS &, BUEZOMBHERITEIRL TS H
DVIEIML L LD E L TVEABRNDEDEH > TVWDHFA, BEANILLELICZEDOEFERD
BREMGHR~DEBERRTOII 57 74T MIEE LT IER B8,

2. If the financial impact cannot be timely ascertained, notification should be made that the
financial statement cannot be relied upon.
MBI EZAFICERT 2 2 LR TERWEA, MBEBRICER T2 Z 83 TERn
LaETRETHD,

3. The auditor must be satisfied with the client's action; if not, the auditor should notify the Board of
Directors and the client that the audit report cannot be associated with the financial statement.
The auditor would also need to notify any regulatory agencies and any persons known to be
relying on the statements and report.

LRk, 7 747V FORIER T TRWEHE L125E . BENII R L 7 747
U MIEEREFEIIES TH DL L@AT OMNERD D, BEENTEICEREITOMGER LK
BEREFIEILL TWD AL ZOMEZ BT OLEND D,
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IV. Reporting on Other Information Z DHUERD L R—F ¢ 7

A. Other Information in Documents Containing Audited Financial Statements
bHEXFECBVWCEERHMBRHE L LITHRIN D £ OMIER
1. The auditor must read the information and should try to resolve any material inconsistencies or
material misstatements of fact directly with the client.

R NIZOFRETERTERLT, EFREERAESRALESR AL I NS E1T
E DFREFATEE DI T LT B 7220,
2. The auditor may issue a disclaimer of opinion, or may be engaged to express an opinion on such

information.
EENT “COMER” L TUE, BAARHLET 0, FHEERAEHEZTIBNEHESD
ENRTE S,

B. Reporting on Supplementary Information in Relation to the Financial Statements as a Whole
HWRER~DOLR—F 47

1. An auditor may be engaged to report on supplementary information in relation to the financial

statements as a whole. The auditor has two objectives in such engagements:
B NI BRER 2EITE T 2R RICEREAZT OO LRSI LN TED, TDLH A
THNCBNTIFLL T 0200 HiE L 72 %,
a. to evaluate the presentation of the supplementary information in relation to the financial
statements as a whole; and
MR 2T 2R ROR TR EFHET 52 &
b. to report whether the supplementary information is fairly stated, in all material respects, in
relation to the financial statements as a whole.
WHBRER BT T 2 M2 F@A, R TOEERAITIBWT, BEICERINTNDINE D
MZHOWTERRHZIT) 2 &

2. The auditor's report on the supplementary information may either be presented a separate section
with the heading "Supplementary Information" (nonissuer) or as an additional paragraph (issuer) in
the auditor's report on the financial statements or in a separate report.
RIS KT9 % & A%, "Supplementary Information” & 9~ % Bt 7% (nonissuer) /% Ofih &
THIX 5y (issuer) Z 5% TRl 775, b LUFBIDO L AR — MZBWTRET 5 &£V 9200 K ERH
%)

o

C. Required Supplementary Information
(FASBZR ENLBREZEREND) BRER~DVR—FT 17
1. Limited procedures should be performed. The auditor's report on the financial statements should
include a separate section related to the required supplementary information. An opinion is
permitted but not required.

¥ DR Daudit procedures Z FEfii L, W H5 4 R (2T 2 B #id £ 12 "Required Supplementary
Information” & 9~ % E¥¥% (nonissuer) /- Ot FIE[X 5) (issuer) 7‘5 JCRET 2, BARUITK
DHNRWREI L TR,
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