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 We support the 
IAASB’s initiative to 
enhance the quality, 
relevance and value of 
auditor reporting and 
agree that users can 
benefit from auditor 
insights. 

– Joachim Schindler, Global Head of Audit

On 22 June 2012, the International Auditing and Assurance 
Standards Board (IAASB) published Invitation to Comment: 
Improving the Auditor’s Report (ITC). The ITC was issued 
as a follow-on from the May 2011 consultation paper 
Enhancing the value of Auditor Reporting: Exploring Options 
for Change.

Driver for change – greater insight 
and transparency
Following the global financial crisis, users of audited 
financial statements want more insight into audited entities 
and their financial statements. Many feel that, although 
the auditor’s opinion is valuable, the auditor’s report could 
provide greater transparency about what the auditor does 
on an audit and the results of that work.

The proposals are intended to be applied without changing 
the current scope of an ISA audit – i.e. the intention is that 
no additional audit procedures would be required beyond 
those presently conducted. 

Key proposals

 Introduction of explicit statements on going concern.

 Introduction of auditor commentary. 

 Requirement to disclose the name of the engagement 
partner. 

 Expanded disclosure of the responsibilities of 
management and those charged with governance 
(TCWG), and of the auditor.

 Statement that the auditor has read the other 
information included in a document containing the 
audited financial statements and identified no material 
inconsistencies.

The ITC includes an illustrative report that sets out how an 
auditor’s report may look under the proposals. 

Introduction of explicit statements 
on going concern 
The ITC proposes that the auditor’s report include explicit 
statements that:

●● the auditor concluded that the use of the going concern 
assumption is appropriate; and 

●● no material uncertainties relating to events or conditions 
that may cast significant doubt on the entity’s ability to 
continue as a going concern were identified.

A description of management’s responsibilities with respect 
to going concern will also be required.

These statements are implicit in the current auditor’s report 
when no emphasis of matter paragraph has been included. 

There are no proposed changes to the procedures that an 
auditor is required to undertake over going concern. 

Introduction of auditor commentary
The overarching intention of the auditor commentary section 
is to provide transparency about matters that are, in the 
auditor’s judgement, likely to be most important to users’ 
understanding of the audited financial statements or audit. 

To meet this objective, the proposals build upon the existing 
concepts of ‘emphasis of matter’ and ‘other matters’ 
paragraphs by: 

●● lowering the threshold for auditors to draw attention to 
certain matters from: 

– those that are “fundamental” to users’ understanding 
of the financial statements; to 

– those that are “likely to be most important” to users’ 
understanding of the financial statements; 

●● focusing auditors on providing information about key audit 
matters that are unrelated to specific areas of the financial 
statements; and 

●● allowing flexibility for the auditor to include information that 
is deemed, in the auditor’s judgement, to be most relevant 
to users’ understanding of these important matters.
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How to identify items for inclusion
The proposals do not include specific criteria for identifying 
items for inclusion in the auditor commentary. However, 
they do propose that auditors should consider the following 
matters, as a minimum, when determining what items to 
include: 

●● areas of significant management judgement;

●● significant or unusual transactions; and

●● matters of audit significance, including areas of significant 
auditor judgement in conducting the audit – for example:

– difficult or contentious matters noted during the audit, 
or other audit matters that would typically be discussed 
with an engagement quality control reviewer or TCWG; 
and 

– other issues of significance related to the audit scope 
or strategy.

Nature and extent of commentary required
The ITC includes no specific proposals on the nature and 
extent of commentary that would be required for items 
identified for inclusion. 

The auditor commentary would be mandatory for listed 
entities. 

Key considerations about the 
auditor commentary
The illustrative report includes five examples setting out 
potential levels of disclosure that could result from applying 
the auditor commentary concept. 

The IAASB acknowledges that the commentary needs to 
be relevant and understandable, but not result in the auditor 
being the originator of information about the entity. 

Requirement to disclose the 
engagement partner’s name 
The proposal is that the engagement partner’s name would 
be disclosed in the auditor’s report for all entities. 

Although this is common practice across many jurisdictions, 
there are others where this would be a significant change 
from current requirements. 

Description of management’s and 
TCWG’s responsibilities
These proposals require disclosure of responsibilities with 
respect to:
●● the preparation of the financial statements; 
●● use of the going concern assumption; and
●● awareness and disclosure of material uncertainties relating 

to the entity’s ability to continue as a going concern. 

Explicit statement that no material 
inconsistencies exist 
The IAASB also proposes that the report include a 
statement that the auditor has read the annual report 
containing the audited financial statements and identified no 
material inconsistencies. 

Other changes to improve clarity 
and transparency
The proposals also include the following changes to the 
auditor’s report to improve transparency and clarify auditor 
responsibilities: 
●● re-ordering of the auditor’s report to give the opinion 

more prominence;
●● disclosure of the involvement of other auditors; and
●● statement of compliance with relevant ethical 

requirements.

 It is important that 
e proposals relating th

to auditor commentary 
are developed using 
robust criteria which 
will enable auditors 
to provide meaningful 
commentary that is 
responsive to users’ 
needs. 

– Joachim Schindler, Global Head of Audit



Invitation to comment deadline 
The IAASB has requested comments from all interested 
parties. 

The comment period on the ITC is open until 8 October 2012. 

For further information 
Visit the Auditor Reporting page at www.iaasb.org/auditor-
reporting, or talk to your usual KPMG contact.

Timeline
 May 2011: Issued consultation paper Enhancing the value of 

Auditor Reporting: Exploring Options for Change 

 22 June 2012: Issued Invitation to Comment: Improving the 
Auditor’s Report

 8 October 2012: Comment letter deadline

 June 2013: Exposure draft of revised standard expected

 June 2014: Final revised standard expected
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