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1. Overview (1)

AFETIL, financial statements audit (WE#HRER) LIXEDL IR DD,
TDAA—=ThEONTeZ ERTLNATY, FFIZ, auditor (BEAEA) 13X,
financial statements OERRICEIT 2 FTEZ A > TV H D TIE7Z <, financial
statements (ZF99°% opinion ODEHIZHOWTEEEZA>TNDZ EICHEEL
TLIEENY,

1. CPADELEHE
2. Financial Statements Audits (Bf7538REZE)
3. Generally Accepted Auditing Standards (GAAS)
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[1.CPADELERE |

CPA (AfR&EtL) ofeb RE72%EENL, FEZEB T, 2R L 1L, assertion (=
& - S8 &5 FERDMT o T RFIEEN 2 EICT 2R 3, BEESNREEIHE-> T D
ME I MEHED DT, % =47 assertion ([ZPH7T % evidence (GF#L) Z Z@IAIIC A
F M L. ZOREREFIERREZ b OFHFIBET 2ERN R T e AZNNET, £
LT, ZOFAEED > B, kEITiR~5 X 512, financial statements IZ DWW TEHW LR
JVTHRIES S DA financial statements audit (MEFHEER) THY ., TN DOFERAE
¥ % attestation &\ \OFE

v

AR < RS ISR DY — 2
- |

' N\
Audit Attestation Consulting
| Tax practice
@® Examination Preparation

@ Review
BT, REAEBLSN O —E A HITH Z N TE, BRMIZIL consulting (=22 LT

#4 v~ 7)., tax practice (BLi5¥H#) . preparation (MEBFHEEDIENREE) 1V £3, ik,
financial statements audit LIAME, F2EIC TR BV FET,
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1. Overview (1)

| 2. Financial Statements Audits (153 REZ)

(1) Financial statements audits (B1##REE) OEE

i —T TR/ L 91z, RFFER & LT, financial statements (Z-2W\TAT 5 DR
financial statements audit (MAFHERER) T, ZOL BB LEH LKL D LR
WETA, JERICEHELEL L 9,

Auditor, examiner, reviewer
(BEE A : Audit 2179 #)

il & 2DV — )b
g (JEYE) 12t~ i
M TR BIRE T s %
7 5 2 <
& , AU
1] B %
% 5>
72
L

O 7Y SR I 2
S EHPRW BT B

e | IR S < | I S—

F£9. FAR Tk 7= X 912, £t stakeholders (F|ZE 4%+ : stockholders .
investors, bankers, creditors 72 &) 1L, SHHEALIEAT L0, BHT ), Eor®
LT B0 E 9 7 EORBEREEIT O MELE LT, SO RPUCET B EHR LB 72
VEd, ZThaxzit, &4t financial statements #{FER% L. Z# %8 U T results of
operation (& fE) < financial position (FfBrikf#E) . cash flows (F¥ vz« 7m—
DI BT DA RS D 2 ERRE ST O TV ET,
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EWVH ZEE, EREO L DITH D EERDPTo - REIEEN 2 SICE T 5 £ Bl assertion
LV H OTT N, management A3FREA L TLV5 assertion (& financial statements T®
50z ET, oF Y. financial statements (2L V., 72 2 1F THHICIZZNZTO
assets NbH 25| LWH I LEEHLTWDLDIFTI,

Ll Zd X 57 assertion D3EIEZRDIE 9 MG B 7T uE, stakeholders %
220 L C financial statements ZF|fH4 252 &N TEEHA, BRIBICED BN TWSH]

REMESC, BRI ALV EES TV Db LWV E T, 2T,

@ Management (#E%H) HMERLL 1= financial statements A%

@ J#IE (present fairly) MWEM%E

® FE=EFTHD auditor (BEEAN (BEEFTS5H)) N

@ BE

® ®E
TALERDHYET, FLT. TOEEDZ L% financial statements audit 15 DT
o

72 8. financial statements audit I£, CPA (AFR&EH L) Itk - TiThhvE T,

Auditor
(B5& A : Audit 21795 %)

GAAP (ZHE-> T

i HIEBIR# 1
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1. Overview (1)

Audit (Z1E, CPA ICX % audit 7217 TldZe<, SESERLORHY £, 7L X, SHEA
B DOFE TH 5 internal auditor (NEIESAAN) 12X - TEFE 5 audit<°, governmental auditor (2
Ko THEHENS audit (BUFFIC L B5EAY) 12, CPALSADOFIZ X W iThi5 audit DEEITY,
PoFE2, CPARMTO ZE b H Y T3, financial statements audit TidZenb o0& LT, 72& 20E
R 72 SIZHERLL TV D200 E 9 0 audit THH compliance audit (MERLAEEE) Lo &0
L bbYET,
B, ZO&D RS RS ER audit IZHIE L, auditor (Z & HIEEN L 5 X HERe RIHEER
| RIRBAMEEL TOE T, TAUC, 2L XEROL D RLOBHY £, §
' > AICPA (The American Institute of Certified Public Accountants : K[E/AGREEH1H4) |
PCAOB (The Public Company Accounting Oversight Board : ABRSAESHEREES) |
FASB (The Financial Accounting Standards Board : J &4 i HEH#HS)
GASB (The Governmental Accounting Standards Board : B3 FEHERH<Y) '
FASAB (The Federal Accounting Standards Advisory Board : B3 L UEARIE B SY)
SEC (The Securities and Exchange Commission : iFZH5 | ZE S
lIA (The Institute of Internal Auditors : PI¥FE AT A H4)
IASB (The International Accounting Standards Board : [EfS&FH R YER )
IFAC (The International Federation of Accountants : [E[fE£x 3 +-# )
IAASB (The International Auditing and Assurance Standards Board : [EIFREEA - AR
i YERHRR) i

YV V V V V V V VYV VY
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(2) Financial statements audits & financial statements O{Ef——EFED/RE| —

th C financial statements audit O FCEE 2R LEL X 9,

%7, auditor (%, financial statements 23 EME 9 ERdE - #wETLHOTLE, 2
Z T, financial statements audit {233V T, auditor |Z & % #451%. audit report (auditor's
report, BEEIMEE) LIHIN A LEICLVITHOAVET, Auditor I3,

<& auditreport (2B ULVT,
<& financial statements @ fairness GEIET4 : financial statements A GAAP (2> T
ERENTWENESH) IZEET S opinion (ER : Th% audit opinion (BE&EE
R) EFUFEYT) 2RATSH LT
& stakeholders [2xf L TEHREE1TS
DTY,

% L. auditor 78 [Z @ financial statements [Zi#@IETH 5] &9 opinion & 37
% Z LT, stakeholders | L& B E D EE L CTZL L T financial statements % % =
ENTEET,

=Wz X, audit report Z 3@ U, auditor 23 H &8 7= FEHLIZEE SV T financial
statements @ fairness [ZB89 % opinion ZRATHZ LITLY . BERARERFRELTO
financial statements O credibility ({E3814) ZREEY 5 Z L 2%, financial statements audit
DA (FRE) 72D T92,

EEA
R
B A WA
?fELL s -
i BT
L e
. s
BEE ik FEBRE
1EERIZ

2 A financial statement audit involves an examination of the financial statement for the purpose of
expressing an opinion on whether the financial statements are presented fairly in conformity
with established criteria — usually GAAP. The auditor's report gives credibility to the financial
statements. The auditors, as a group independent of management, have an objective view and
can report on a company's activities without bias or conflict of interest. Without a report from an
independent auditor, a company's financial statements would be meaningless, because the

public would have little faith in financial statements issued by the inherently biased company.
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ZITOEDEBELRTNUIZR B0 DIE, EFLo X 95 2 audit report %3 U T financial
statements @ credibility OFRFEZTT 5 (fairness (B892 opinion # &4 2%) Z &2
auditor O E| T - T, financial statements O {Ef% L auditor O &E|TILeW 2

(financial statements % {32 DiX, management ThH 2 Z &) TIS,

Z® X 91z, financial statements D{ERKIZEEY % responsibility (B{E) (& management
2% Y. audit opinion [ZE89 B E (L auditor [C&H S &\ 5 EEL BB OSHEE, —H
BEOFRAIEWVWWET, ZOFRMLEEREOSHNH L7720, 72 & 21 management 73
auditor |Z financial statements D {ERKIZEI L THEFR L 72 ¥ | auditor 7% adjustments

(adjusting entries) Z#EEL7-E LTH, ZOREDOELIT management (2H 5 Z 12
20 E9H,

= 1 % 2|
Financial statements % &
#1E L= 1Eig it

Management Financial statements M {ERk

Audit opinion M %z BH

(GAAS (—¥fi) 121t~ T financial | Management AN E#HE L 1=
statements ZfEES 5 2 & MREEOFES | TEHRD credibility D {REE
% audit report il U CRI$ 25 Z &)

Auditor

3 The financial statements of an enterprise are prepared by the management of the enterprise, not
by the independent auditor. Further, the financial statements are the product and property of
the enterprise; the independent auditor merely audits and expresses an opinion on them.

4 <HFE> 7P, financial statements audit I%, &< £TY financial statements @ fairness (24
THEREHNBEHTT S, BEICET 5 efficiency <° effectiveness (ZBT 2HEE HGE LT
WHDITTIEH Y FH A,
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\ 3. Generally Accepted Auditing Standards (GAAS)

(1) Generally Accepted Auditing Standards (GAAS)

ST, 4 TIX management <° auditor (X, (FIKTH) ED K ) IC&E A R-HiTn
WOTL X 92 72 & 1%, management 73 financial statements Z{Ek3 2F8, o X
IR HIE HIE] THY, BEERELEZLITRDIDTL L ID

ZDRIZONTIE, BENAEDOBIRS audit RS —RICE 2 BT b TREN
7o, ALY & < iz O stakeholders DFHES 2315 TE DHIE L L THNLT D X 91T
—EDN—NABET LN TWET,

@ Generally accepted accounting principles (GAAP)

FAR THHEEATT N, GAAP (—ICATEZY LR b D BERFHORENE) L3,
278 financial statements DOERXD 72 DIZIT 9 REHLEECRRO L — /L TH D | HAK
#JIZ1E FASB accounting standards codification W E9°, GAAP i3, 32 ¢ - T
financial statements DYEFRIZH - > TDONL—)LTTAS, auditor 12 & - TITLENRT
2 T RFHLERCBR OMB LW T 5 O OHIBERE L 7Y F7,

72%. GAAP T4t H Z &2 L » TifilC financial statements O H#E OFfiEE < B
TN H D EHW LT EA L, BIZMIIZ GAAP 75 @ departure (GAAP (IZHEH 720
Zl) BROLNET, _ODJt I 72k DFIE L TiE, new litigation  CGHT LV E4S 23|
EENTZHA) < new form of business transaction CGHT L\ \FEHEBITERES B L72354)
NEFOLENET, 2720, ZOHEITIE. GAAP [ZHEb W2 & OIESMEAZ A L7221
LR £8 A,
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1. Overview (1)

@ Generally accepted auditing standards (GAAS)
GAAS (—RIZAIEZY RO LN EAORENE) L1, audit [T 22N EE
BB — LB DWNET,
BENEOREEREOHIEIZBIT S GAAP & GAAS OALERHTIZ, LLFDO X ST
MRT 52 ENRTEET,

GAAP « GAAS
~ - ~ | — ~- ~
wEE BEEA

AN
B N s ] | e
wa || |menl L.
GE: fRaLE
v

FIERRE

A. GAAS DHEMH

Auditor DHES] & RRBRICITZEN & 5 7=, financial statements audit (ZH7- 0 . 3
CT#% auditor O FEEA/2HWIZZTRT-O TIEZEOFEHKER —EIZEE H RN &I
o TCLEVWET, £I2C, —EDFEIKEEEZ BT 5 audit PHEICERShD XD
IZ, financial statements audit IZ&% 729 auditor B¥ES RS PSR RBEH L LT
GAAS #RTETHZ LBNELRDHDOTY, £z, auditor DFEEDRF (KZFET
EEEAOID) EHLNICTEHEHICL,. GAAS BELRY F7,

ZOXHiz, BEICE 2I1E audit DLV E —EKELL BRSO, £ LT
auditor ODEEE%EHHE 2T 572D GAAS BE L Si, EBRITER SN TVET,
TIh, HITE 2L, auditor 73 GAAS Z5F 5720 (departure) & X(2iE, E£hvz
EX LT 52720 OBEMTNMNEIZRY £7,

GAAS DB

Audit © L)L % Auditor @
—ELL IR HTLEHMmIZT 5
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B. GAAS OFREEAK

GAAS (22T, fiEKIX AICPA WD auditing standards board (ASB) 23/A%F
9 % Statements on Auditing Standards (SAS) 2H.LTH Y, - DIENIT,
SAS DFEFRIES 2 ENRH YV F Lz, SWVHFEE 2L, GAAS OFFEEIRIL ASB 72
ST TT,

ZhiTk L, SOX ¥Em I vy, BifE Tik, PCAOB (The Public Company
Accounting Oversight Board : AR tESEHEEHRZEES) MRAL I 4L, issuer (SEC
Z8%1% (public company E&ZZ THEWEEA) 2B 5 auditing standards D%
iE (SAS OkGET » iR b & A Ed) &21T-> CWEd, PCAOB A3ERk L7= auditing
standards (%, issuer |Z%19 % audit |2 D A5l H <41, nonissuer (JEEIZEZE)
(2% audit IZIEFRHNE T S 720 T,

TTNG, 0002 LWVWOTTN, issuer [ZBI3 5 auditing standards DX E
ZE{&iX PCAOBS, nonissuer 2835 auditing standards DR EEEIIER ELY
ASB t\WH Z LItk £,

723, PCAOB 1%, AICPA (ASB) 73Rk L7z auditing standards Z 4 ZZ) U C
BEIELRN ML TWEd, Auditing standards 24X CTIEV E$T DI Tlxd v %
Hh, TO—JT, #H LV auditing standards & 7ER% L TV £,

% % Auditing standards BREER
SEC &#%%% (public company XD GAAS (SAS)
EEZTHFEVEEA) + PCAOB
(issuer] PCAOB auditing standards
FELIGHE s
[nonissuer] KD GAAS (SAS) AICPA (ASB)

<B%> GAAS HIERARCHY SUMMARY

I. PCAOB standards (Issuer) / SASs (Noissuer)
PCAOB standards
SASs

II. Interpretive publications
Auditing interpretations of GAAS
AICPA Audit and Accounting Guides
AICPA Auditing Statements of Position

II. Other auditing publications (G&3(%: &)

____________________________________________________________________________________________________________________

5 Public accounting firms must register with the PCAOB in order to audit a public company.

Registered firms are subject to Board inspection, disciplinary proceedings, and sanctions.
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1. Overview (1)

X XA B & 1

(1) Which of the following has primary responsibility for the fairness of the representations made
in financial statements?

Client's management.
Independent auditor.
Audit committee.
AICPA.

a o oo

(2) The most important benefit of having an annual audit by a CPA firm is to:

a. Provide assurance to investors and other outsiders that the financial statements are
dependable.

b.  Enable officers and directors to avoid personal responsibility for any misstatements in
the financial statements.
Meet the requirements of government agencies.

Provide assurance that illegal acts, if any exist, will be brought to light.
(3) Which of the following provides the most authoritative guidance for an auditor of a nonissuer?

a. An AICPA audit and accounting guide that provides specific guidance with respect to
the accounting practices in the client's industry.

b. A Journal of Accountancy article discussing implementation of a new standard.
General guidance provided by a Statement on Auditing Standards.

Specific guidance provided by an interpretation of a Statement on Auditing Standards.

(4) An auditor of a nonpublic company must conduct the audit in accordance with:

l. ASB standards.
.  PCAOB standards.

l.

Both I and II.

Either | or Il, but not both.
Il

a o oo
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(A% & fEER]

(1) (a)

@) (e)

(4) (a)

Financial statements (2% £ TWAERFIZHOWTIXZ T4 7~ FORREFENE
7= 5EEZAVET, Auditor 1Z GAAS 256> T audit ZFEfi L7=Z L ico\T
DEFEEZEH LI £,

SNHBEBITC L 5T audit ZEMET 52 L 0K EEMHRIL. EFFOMmo
3EAER D stakeholders (2% LT financial statements 2MEEICIET 5 = & 4%
GFTAZEICHY F3,

Non-issuer (2O T, GAAS DIERIZRD X 527> TnE,

I. SASs
SASs
II. Interpretive publications
Auditing interpretations of GAAS
AICPA Audit and Accounting Guides
AICPA Auditing Statements of Position
II. Other auditing publications (33 7%: &)

PbXv, ¢ NEfEE 720 £9, 7238, Journal of Accountancy 1%, A4 7225t
MEsETH 0 | other auditing publications |Z5%2% L %7,
(AL Becker [Z#H ARETY . ]

Non-issuer {299 % audit iZ. SAS 2SS\ fThbhvEd, 7. PCAOB |z

DONTIE, EE TR TITONDHELH D TI0, MmilllzIn T A,
[ARIL Becker IZH ARETY ]
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1. Overview (1)

1. Overview (1)
Terminology

O 1 audit B

O 2 financial statements audit WM REA

O 3 auditor I

O 4 audit report B AR

0 5 fairness 1 EE

O 6 audit opinion BEA A

O 7 GAAS ;ﬁ%&g/\E%}% ERO BT
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2. Overview (2)

A#CIE, audit opinion D FEIICTE 2 FHUE Y 0¥ AITHONTA TN E %
9, #FiC, audit evidence (Ei#SFFHL) . audit procedures (Fi#EFi) % by
WCHYiE L CL 2 &V, BIEZR T audit procedures o BRI ] &2 2T
T EIN. TORMHERF L LT, audit procedures DA A —V & ONATL
72EW,

1. Assertions (7H—3Y)
2. Audit Procedures (B5Z&F#5)
3. Audit ®iEh
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| 1. Assertions (7H—3 ) |

F1EOFHHEICBWT, audit Tix T@ORE. OFEI BrbhbdLikE L/, £Z T,
F2ETIE TORE] OMEZIRR, FIETIE OWE) OMELZ IR THEET,
AETH, TORE] OMEL LT, DX H1T opinion ZEHTHRIMNE SN TN
MENSI T REHRTNEET,

RIZ, H2R7IEC ATHD audit 25| =32 1F, FEFRICC A T+Eo financial statements
RRRTHD 2Lt otmE LES, CATHIL, financial statements % #2H LT &7, |
T, el &z financial statements % U - kO TWT, ZRAEIEDE D 2
DIEAHIMP? ;

____________________________________________________________________________________________________________________

(1) Assertion & audit objective

9 CIZiR <7 L 912, management 73F&H] L T\ 5% assertion {Z, financial statements
T9, %L, auditor i, financial statements &5 management @ assertion D
HE&YE L, audit opinion ZFKF LEd, ZDEE, auditor (%, {HA®D transaction 1>
account T & [ZTlE 4 £, financial statements D2k & L TH fairness [CEAT %
opinion #FKMATAH Z LARDLNTVET,

L72~L. financial statements AN IE)E 9 2>, Z2RHIET 5 Z LIIRATRETY, £
Z . audit IZH7z > TiZ, financial statements Z/37 L T\W\W&, SNEFAREARL~ULE
THfELE9, BRIZIE, financial statements (3ffE 4 D H5| D cycle (sales, purchase
2L HLIIE4ESR) ICEET S account DEAKRTH Y . £ 72~ D account (2
DWW T management |3 212 S & & & /e assertion #F D TNET QIR—UZH) ©
T, £ [Milx d account = & @ assertions| (2 DWWTCIGRET S 2 &127e D £9°, Auditor
1. evidence £ H7-0HIZ X F X £ 72 examination (FRFE) ZfTWET A, ZOREITIX

[~ @ account = & @ assertions| % audit objective (ESZF HiE : EHEANIIIIEE T
ERE) LW DHILITRBDTY,

Auditing and Attestation Vol.1
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Financial statements

A
- ™~
Cycle Sales Purchases Production | ---cccccc
——
AN
: ™~
R
Accounts
Accounts ) Sales Cash | ---veeennn
receivable
—————

/—/\ ™

e

*

Audit
objective

<Financial statements assertion DF&%E >

L |

-

I NI _EWEEE. IG5, BILOBHRERS T TH
BB RITTEENTWAEZ & Fhdenz &),

BAlB L OESR, EURBfcEESn TS 2 & (M

caf

D Completeness

@ Cutoft B T % = L),

@ Valuation, By sk . Bl de K OBHR G #2s 28 1E 20 3 U] 72 i 46 C R
Allocation, and fili - FLEKSNTWVD L & BIT, ZOTODEEIFETNTFLE
Accuracy InTWbHZ L,

BEEEN —EHBEAE, BUICFEL WD Z L, HDHWIER
HEINTZEREBIBIOFERN —THMICREL D E LD

@ Existence and

Occurrence 1o EEICRIR LT D T b
® Rights and RLEK SN HEICAR DRI X OGRS SN AEICTR D 8B5S
obligations I, YEBMIZBWTRELRET2b0THDZ L,

518 L OHEGR, WmYRREICRERShTVND Z L,
MBHBRAEICE RSN TWD & & bIT, BRI
EhTnd L,

® Understandability
and classification
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(2) Account = & M assertion

CAT#H:® financial statements Z Ik TWTHIEENE 9 bbb RVWD T, %
@ account = LT IEE D M EMRTT D Z LI LT,

T, ZNTIEE~ @ account S IEDE 5 2L, EHIBZIUTIWIEA I, oF
., EoXHrpRETHIUE. TD account [T IEE W2 DAy« -,

%9713 accounts receivable Z 2 & > THATWEEL X 9,
Accounts receivable 3 EDE 9 ME, FICKRDEERFETCENIEIWVWTL X 9,

@ J T accounts receivable i< G ELTWnbHZ & (IEETD
accounts receivable 23 % 5126 22> B3, F 4L accounts receivable account
ICEENTWRN] L) ZEnRn L)

@ WIERFFMARSN TS Z L (A E FPHEIN DIV T,
allowance for doubtful account &\ 9 | accounts receivable @ contra account 73
HIERFETEH LS Tnad Z )

® Accounts receivable NCATHD D TH D Z & (72 21E, MEMEEEIC X
" receivable ZfALIZFE > TV AHIZH 2 53, accounts receivable account
IZFFESNSST TS Eh THIER [R1] ICRE SN THDDIZH b b
9, accounts receivable account |ZEF LSO ST TWDH | EWVWDH T ERBRNT
L)

@ ZR7ED accounts receivable & &t L L T ez &

LLEDIEF 12T, EAARIBEA 221 4UE, accounts receivable i 7S & V2 2 |
I TIEARNTL L I M? '
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2. Overview (2)

Auditor 233ZRE L7208 (s 10d4:, BiEikm. &2 WIEBERER) Ick-> T, i
FEd % assertion (ZE72 0 F9, SElTlb 7= 6 DD assertion A 3LEE L 72V T SISy
HysL, MOIHIZEETEET,

w5 | & B =
@ Completeness FLER SN D NEEI B L OFELD, TN CRlskS
NTWHZE (Rhaenz &),
® Cutoff Bg I3 K OVESRR, @2 s Ttnd
Z & (WRRBENETITHDZ &),
. gk ST HS 1B L OELIC T 5 e%E % Do
Transactions o _
and Events @ Accuracy A, WY ES N TV D 2 & (BT O
DIFHRPEMEIZFEIRIC K STV D Z &),
s 5|3 JOERD, @Y EICiisEsnTnDd
@ Classification -
® Occurrence FLER ST HS B L OES S —EMIRIC BV T
LTS EEBIT, BETFRLTNDZ L,
@ Completeness FLER SN D RXEPE, ABEBLIOEARN, T
RSN TS Z & (v Tnianz &),
@ Allocation and BB LR, @Y7 MMEE CFHMiis T s
_ L BT, TOROOBEENBEYNIFEER S LTV
valuation
Account 5Tk,
Balances . ROk S IV EPEIC AR D HERIS K OGRS T Al
@ Rights and i e g 1
obligations AR D EBIT, YZAMICBWTREIDRRT S
LOTHDHZ L,
@ Existence LBk SNT-EER LOREN, —EHEBE, Bl
TFHELTHNDZ L,
@ Completeness Financial statements (23 £ 2 XXX CDOBH
REENEENRTND ZE (RN L),
@ Understandability | MBS HEHRDBEENCE R SITND & & BT, BR
Presentation and classification | 2ZHFEIZ /RSN TNDH T &,
I fﬁgzz:: | PRERERSIS O, TR LT
’ HEEHio, BHEIBELTWDL L,
occurrence
@ Valuation and MBERZ OMOTE®RN, WEICHRINTWVDS
accuracy LB, HWURSHETHRRINLTNDSZ &,
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(3) Audit evidence (ESZEEI#L)

BB DEREIZH 1T 5 EAZHIZE K (General requirements related to the conduct of the
audit) TEH o N-EEEFMEEER) AV ADEK

“Sufficient Appropriate Audit Evidence and Audit Risk”

TN DB EERIMNEEER) XY

“To obtain reasonable assurance, the auditor should obtain_sufficient appropriate

audit evidence to reduce audit risk to an acceptably low level and thereby enable the

auditor to draw reasonable conclusions on which to base the auditor's opinion.”

reasonable assurance (SEMGREL) Z/5=0HIZ. BEEAE, Auditrisk (BEE'

RY) EHABARELIEEICS|ZTIF., auditor's opinion (BEEER) OEBELELD

reasonable conclusions (SIEMZHEMHR) AT S & EmaEL I 5. sufficient
(+%) HDappropriate GEt]) #raudit evidence (BEEIIHL) #AF LA ITHhIEL

BIELY,
)
Financial <:| Reasonable conclusion
statements
______ A
—
Sufficient appropriate
Cyde | <] wappropnate 1
- ) audit evidence
A
- ™
Sufficient appropriate
Accounts | <] ntappropriate | ...
audit evidence
A
-~ ™~
) Sufficient appropriate
Assertions <:| ntappropriate |
audit evidence
A
~ ™
Audit evidence Audit evidence | = e
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2. Overview (2)

@ Sufficient appropriate audit evidence (+% M D&% EEEIHL)

Auditor |Z, audit objective & 7¢% assertion (22O TC, RENIMIAFET DR~ oS
MESIREOFM & LRI - AT L, MO Tka2mEH L, <225 assertion D4
AR DRI OMRAL L L C audit evidence (BS&EIEHL) # AFL £,

LTz, 1250 audit evidence (24> T 120 assertion DY EZIFHFTE 5 &%
RO FtA, SV UL, assertion (X, #ED72HIETZ2 T8 % 7217 @ audit evidence %
ERBLTUILDTIFEEND DO TH Y | auditor [Z4ZET)E U audit evidence %
T HDOTY, Z 2T, assertion #3FET HIZE S audit evidence DELS %,
sufficient appropriate audit evidence (+9MD@ENAEEREFIH) v FEF,

sufficient appropriate audit evidence

(+2 M DBEU L EEERERL)

{1

assertion ZGET DI ED
audit evidence D&

Sufficient appropriate audit evidence I, KD 2 SOE A7 L TWHLENRH Y £7,

[A] Sufficiency (EHI+571%)
Assertion DN FEICHEREBZA L TWA I LZEBRLET,

[B] Appropriateness GELI™H ={S%EMH - EEH)

Appropriate 1%, audit evidence 73, reliable T relevant THHZ L E#EHKLE
T, 7B, assertion ONGEIZMEREFFL 5 HRHLTHSH (=reliable, {FHEME)
Mo, assertion ONFEIZIES L TCW5 (=relevant, #&ME), &\WH Z & TT,

B, %< D4, auditor (X, convincing (BEEHI) Wi kvl B
persuasive (FHGHY7ZR) FEHLTIKHILT D Z LITRY F9,

< Persuasiveness >

MEERITEHCTH Y . RO - BE&MN2HK S H 25720, auditor BETOIEH -
TR ERREL, TOMBHRPBEIETHD EMEMICRIETE 2K 50 LiTH Y £HA,
% = T auditor |3UN£ES B EEA AL persuasiveness % & &, assertion & STEFTHITE S+
D> O R BRI . KV EERICIEE TE D L O Wb E T,

Z @ persuasiveness IIERHITHIRE LTWETA, Efid 5 audit procedures D EfEP
7 - R - SRR IC X o TESASEILO persuasiveness Z 5 Z LN TE D LN E
T, FELIEKEIO B)AFEN D auditevidence DFEA ) TFE LE T,
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Z 27T, [A] & [B] @oiEicix inverse relationship °H 0D F3, > FEvV. 2D
audit evidence 73 appropriate THiLH H1F L, auditor 2343 & 35 audit evidence O

Mg 13472 < & b sufficient appropriate & 720 2, & % audit evidence 73&% % ¥
appropriate T721F 4L, auditor 2342 & 9% audit evidence @ & 7% < Zeifiud
sufficient appropriate & 13720 8 A,

7235, appropriate TH A H, F, sufficient THD ik, auditor D professional
judgment iZzFER b E T,

LIl E. sufficient appropriate audit evidence & 3, assertion (25 L. auditor 7322
ETDEEANEA L, ol A2 D72\ audit evidence D Z & AUV D DT,

Sufficient appropriate audit evidence
= Sufficiency (EMI+71E) x Appropriateness GELITE)
= Sufficiency (EM+21) x Reliable ({F#fEPE) x Relevant Gii&k)

Fio. ARLEEMEZEEGHLE U TERATE 20089 28T 288, £ OHWHCE
FREOE IR EERRIC ) 59 auditor @ bias (FIF]) AL TWRWNE 9 h,
professional skepticism Z{RFFC& TV 5 EZFE L2 THER Y £H A,

<£% auditor ® bias D>

Availability Bias : AT LR WM - T 7R0 0

Confirmation Bias : @AW DOWIZFER 2 NRET 5 K 5 B IS Ty
Overconfidence Bias : Auditor W05l 2 8 AKFEG L TV 7RV
Anchoring Bias : @245 72 FZM AR > TWH7RW )

Automation Bias : fERFEORILIC D 5T, 2 B a—F —HTER S EFHR %

FBRLTECTW R0,
e
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2. Overview (2)

@ Reasonable conclusion DR

Auditor |X, % assertion {22\ T sufficient appropriate audit evidence # AF-L., %
% account = & & 5 \ZI3FEA OHELG| O cycle, financial statements (2 DWW THEKI LT
V& auditopinion #5122 HRLE FICANLE T, Z O financial statements £
K& L To fairness |ZBI3 % opinion # XA T SR D Z & 1X. reasonable
conclusion (XiZ reasonable basis) & FFUNE 9,

)
Financial <:| Reasonable conclusion
statements
-/ A
~ ™~
O — . - .
Sufficient appropriate
cydle | < EAPPIOPTERE |
audit evidence
A
~ RN
Sufficient appropriate
Accounts | < ] ntappropriate |\ ...
audit evidence
A
- ™
} Sufficient appropriate
Assertions <:| ntappropriate | ...
audit evidence
A
/ N
Audit evidence Audit evidence | ..

1 7272 L. reasonable conclusion /£, § T assertion 2} sufficient appropriate audit evidence (Z
KO NGES IR R CEBIZE LN DI TIEH Y A, Auditor 1%, audit OFEHEEFE TR X
N7 financial statements O RIBE A< audit EORMESZMHET L. % @ assertion @ sufficient
appropriate audit evidence ZHFEANIIISIET 2 Z L NMBE L R 5D TY, £DH %2 T, auditor I,
Z 9 LR R % auditor’s report [IZBWTHER T 203G 0y, D X 5 72 opinion #RKWT 5702 &
STERERE LT A, 29 LT, auditor A&7 5 financial statements &K & L
T? fairness (299 % opinions ORHLE L CTHELRT 5 D A3 reasonable conclusion 72D T3,
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2. Overview (2)

X XA B & 1

(1) Which of the following is not a type of financial statement assertion?

Rights and obligations.

Fairness and accuracy.

Valuation and allocation.
Understandability and classification.

a0 oo

(2) Which of the following statements regarding evidence is correct?

a. Time limits are not generally considered appropriate factors in determining the
types of evidence to gather.

b. Cost limits are not generally considered appropriate factors in determining the
types of evidence to gather.

c. The exercise of professional judgment is severely limited in matters related to
evidence collection.

d. The auditor generally has to rely on evidence that is persuasive rather than
convincing.
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(#7% L fRER])
(1) (b) Fairness and accuracyidassertion Tidd ) £, 7ed, TOMMOZERE (rights

and obligations, valuation and allocation, understandability and classification)
I% assertion & L CIELWEH DT,
[ARI% Becker 23 A RETY ]

(2) (d) AuditoriL, convincing (fE5H) &9 XV Ee L A persuasive (RifFH)72) FEHL

RS2 Z EBETT, SVHEEZ L, MEHERONEITEMETT DT,
auditor (Z& 5> TE o7 BV HENICMBEHERNPEETHDL NV DH LD
RZEIFETRNENS Z LT,
7R BREHLOWEE SFIEIZ DWW TSR, RFEIAHIR) (—@HUKk a) = cost Dl
(=& b) 2BELARTNERY A, bHAA, FEEAYHIKIS cost D
TP EE 2T, FhT 5T - LD DAHLERD 51 Tlix/e <, assertion
ZIAMTHICELT I DOBEULEERINE, FYMFEMICIRETE D L)
professional skepticism (TEAIHEEE.02) 5 L O professional judgment (—3i&R
e c) ZHWT, Ehid 2FH - £ DA IRE L ET,

2 Professional skepticism (BEZEAVEREL) © FITEREAIREE (questioning mind) 72> > AOFTEAL
(critical assessment) % % - C audit evidence (FEAFEL) (282925 Z &, F7- auditor OH|HHIE
FRAE T2 IR O bias MR L TV W E D kR BB D LB,
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2. Overview (2)

| 2. Audit Procedures (B5Z F#)

C A T4 accounts receivable (2[4 % assertions (Z5W\T, P00k 5 AMaEa1T |
ZIE, WIENE I DR DDA I ) ? '

Accounts receivable (2B 5 FHi DBl A HTWEEL X 9, :
@ TP accounts receivable ZifiiL 72 < Gt ELT\5 Z & (1%7EF % accounts |
receivable 73 %12 & 73 B9, A accounts receivable account (27 41 |
TR 205 2 ERARNT k) |
—<{ Accountsreceivable it L9 % b LIZ/R o B EL (BE DD OFEE, |
C ATtk SRR ~O W &, BE~OFR#E) 72L& accounts |
receivable DB Z 22 & HboE TH D |
@ WEARFERZLSNTNDZE (BEIRAREE THINDFEIT OV T,
allowance for doubtful account &9 . accounts receivable ™ contra account 7%
WIERFECRF LS TnbdZ b)
- Aging YN TONTND Z & E2END D
O WK [%B) OANERHDZ L E2HENDD
O Yo allowance D BFEA I E DFFE DBER & g L TH D
@ Accounts receivable "CATHO LD TH S Z L (2L 2I1E, [MEEEEIC L |
Y receivable ZfitLiZiE> TV BIZH 3 53, accounts receivable account
IZEP EEo 31T T L THER Tafl IR ShTW DIz birbb |
. accounts receivable account |IZ&F & OSHF TS 0D T ERRND
) |
- EHEGEE AT > TV, HYFITER L TA S :
O IR OBREIZONWT, DB 7= A & accounts receivable |
ST FICHEDR RO THD |
@ 22720 accounts receivable ##t E L T2 & .
—< Accounts receivable DFHTFSEIZKxI LT, CAT#:~" accounts payable
DREEHONAEDETHS '
<> Accounts receivable DBl & . accounts receivable &t E3 5 H &1/ o |
R (BB S DFRIEER, CATHADBE~OHIREES, BE~D |
FERE) REEEEXADETHD '
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(1) Audit procedures (E5Z Fi)

Auditor A} audit evidence Z AF 3 %= HIZ1T 5 Ffi% . audit procedures (BEEF
#) LW FEF3, Auditor 2EREHT H-DIC KT audit evidence 1%, auditing
procedures # Efii T 5 Z LIZL > THLNDHDTT,

R FM 72 audit procedures & L Clk, RO X I Fndbo 7., o, Zhbd
audit procedures ®F15 vz FV % 2 auditor 23HEETTEDTHH- T, SAS ITX
STEDONTVE DT TIFRNZ LITERL T ZEY GHlllL, FORE%ZM),

@ Physical examination (£%&)
Auditor H & 723, Bl s EEICHEND % (inspection <° count #7179 ) audit procedure
T

@ Observation (#%ZE, I%R)
BAENEN L TV D EBOBSSIC auditor 238N T, BB O GCE N, &
£ D existence %5 % e/ % audit procedure TJ, BUGHE%ED Z L TT,

@ Confirmation (H:2)
M HsEE2TE B I B¢ A 15 HIC W T, auditor 78 client (B(EE & S4E) DEB|SEZ%D
FoFHICHLTLHEICLYVWEDE, ZoRELZEEAFL, FHHid 5 audit
procedure T,

@ Inquiry (&)
WE5RERICEE T 5 1FHIZ-OUV T, auditor 75 management, 38 % 72135 D R
RE WA DT, B E 21X EIE %2k % audit procedure T3,

® Reperformance (B%EH)
7o & ZIXNEHEEB LR U1E¥E%E auditor 23T\, #55078 E O IEMEMEZ HEDND D Z & A0
b\ij‘o

® Analytical procedures (43#TB9F%t)
Auditor 237 — % BICAF(ET DR 2RI U CHEEM 2R H U, #EEil & M BEHR %
3% Z & TSS9 % audit procedure T,

@ Vouching / Tracing GERZRE. RERXRE
Auditor NEFT — X E TN AT HFEEEE,. b L ESFHEERORAIZ L -
T, BEINELL TSN TWD Z & 2D 5 audit procedure T,

3 Audit procedures (acts to be performed) are undertaken by the auditor to obtain the

corroborating/contradictory information.
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2. Overview (2)

(2) Evidence MFE%E

Audit procedures % i i 5 %15 T 5 evidence GEHLEEN) 1%, kDL 5 ICH¥HT 5
TENTEETA

24Lo financial statements 1%, %% ® source documents % %, & 1T journal entry 7372 X
. &% ledger (Z posting L., =™ kT trial balance /b E SN Ed, Dk H 7
financial statements DOERGHEFEIZ & TiXH i, source documents (¥ corroborating
information F 7= i3 contradictory information T & ¥V . journals <° ledgers 3
underlying accounting data T4, Auditor %, underlying accounting data 7213 CT72< |
corroborating information % {23 D44~ HINEE L T accounting data &1 5 Z & 127

D ET,

Underlying accounting data -« Audit procedures % &F3

T <L

Audit evidence # AF

Corroborating or contradictory
information

4 /

Evidence

) ) Corroborating or contradictory
Underlying accounting data

e information
<Mi§igﬁfkﬁé (ENEENT S, £
0 JE 9% G )
Physical evidence Inventory X° PPE Z: 08, A
(W EERYREILE R Al AiE 25 %5
Documentary evidence
(CCERREILE K

L | Book (haMETEM) | S, dkdEk, AEkEAR Y
X THIREL (electronic

information) Z &

Oral evidence HE¥EE <" management 72 & D
(H BHARELE B [5B0

4 IEEIZIE, 2 DIEMNIT caleulations by an auditor, third party representations, data
interrelationships 72 &4 H D 7,
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(3) AF St 3 audit evidence DEEBA A

Assertion DOLFFICHEE & 72 % audit evidence Dk #E|L, assertion Z L ICHE/p ) | HEHEE
72 assertion <° material misstatement (EELEBDRER) BNEEND U A7 DEn
assertion [Z2OW Tk, X V3 L 7= audit evidence 2 AFT LR H Y 9,

& Client DXE S DR SEHHEN D AFSN-FER. OMEBEER) 1%, client DXESH D
ES&HHEANDO AT SN (NERGEIL) LY LEERARE,

€ Auditor NE#EATF L2 FEEEMICAT LEFLE Y SEER AR E L,

€ Physical evidence > Documentary evidence > Oral evidence DJET3ERE /A3
BV (7= & zIE. property, plant, and equipment @ existence I%. auditor 73 E.#% [ CHE
MHDHZENTELDT, GEHSIORVGEILAZSS Z ENTEET),

& £%h72 internal control ((ES5ESMH) 2 H T 580K, MiFH7 internal control
RET5EI0 b, £5TF— F ONEEELOZERR iEIR Y,

Audit evidence DFEERIEFEEDE S LY
S4B B 151

- Physical examination (Z

"1 1. Physical
1. Physica & v auditor 73 HA#

(1) #MEBEEHLC auditor N EEZATF | - Confirmation letter

2 (2) Client 3MEH LTW5HN - Bank statement
Documentary Ph Rk « (HE®) invoice

(3) Client 23¢M&f. 2>
v client 23E5k

&V | 3. Oral - PEEB OBLR

(Ax5E ™) invoice

X HEEOERIFLNE D source B H72H S, R UEREZ TS, FEHAONE
F0ET, —F. BEROERIHLNRR S source O b2 H S, B AR AR
BB, O inconsistency % fiflH 9% 7= OB MM TRt N L BT/ 0 £,

% Client 2MERL L. AT LFEOFM (— EFLdFED2. Documentary @ (3) ) (%,
Z OIEH®2 auditor D BRI L, G L 9 2600 E 9 na kT 2 LER D
DEFT, TITEOEBRBMERIND ETOFIEEZRIET 572 &, HROEMNME
(accuracy) °5e et - MFEME (completeness) % HE/ D HAEfLl & 7= 0 . IEREME
(precision) ZFAMi L7= 0 35 72 & OB A T & N0 EICR D £,
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2. Overview (2)

X X B & 2

(1) L.Armstrong, CPA, was concerned about the validity of the evidence he had gathered.

Which of the following general guidelines could he follow in evaluating his evidence?

a.  When evidence is obtained from sources independent of the entity, it provides more
assurance.

b. Internal evidence may not be relied upon, regardless of the effectiveness of the internal
control system.

c. All evidence obtained by the auditor, both directly and indirectly, is considered more
persuasive.

d. Evidence obtained from related parties must be subjected to additional tests to be
considered useful.

(2) Of the following forms of evidence available to the auditor, which would be considered the
most persuasive?

A letter from the client’s attorney.
A prenumbered sales invoice.
A copy of the client's monthly bank reconciliation.

oo oo

The client’s responses to inquiries about obsolete inventory.

(3) Of the following forms of evidence available to the auditor, which would be considered the
least persuasive?

The auditor's assessment and recalculation of the allowance for doubtful accounts.
Copies of loan documents obtained from the client.
Prenumbered cash receipt forms.

a o oo

Confirmations from customers on account receivable balances.
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(2% L fFeR]
(1) (@) MBI BIFHAVZFEHLO T A3, client OWNESCIERR SAL7ZaEL L © & X VT

(2) (a)

(3) (c)

XHHLDOENVRET,

2. WEGEELS HWHN D720 b ITRA Y T, [EHAG O REILO J5 78 MY
72t D LY persuasive TT DT, ¢ Hadh L7 h £9, HKfZIZ, related parties
MH O evidence 7275 &V o THLOBINAY 2 Tt D E a3 %79 TERE NS |
DT TIEH Y £, LENGOHKNIL, auditor 23179 Z L 1T72 0 £,

Client OF#ELE S OEMEIL, IMNBIEHLE EZ HND DT, KV IRIIZRFELE W
ZFT, B, b, c. dIZEHAEKO LD (SHNEHEOIRE) THY . SEHE
PMERRT 26D LV IHNE DT,

SFENECTIERL SN2 AEIZBET 2 &8 ¢ 13, WHEREILCTT O TREH /12355 v 6
DTY, 7B, alfEE A direct knowmedge T Y indirect 72 b D TH D ¢ L

v persuasive TJ, b & dIINBELDBAFLIZEDOTHY . WEERD ¢ LV
persuasive T9°,
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2. Overview (2)

| 3. Audit DFEh

AT A OBLA D audit DL BEEE) A THWEEL X9,

BEEZH EEGE

1) R4 3 Tests of controls

S W am ek

Substantive tests

Audit DT, BBLALOKOLIICELObNET, BEIENLE6ETIE, 20D
TutAztksH (BREW) NOIEFICHTHEET,
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2. Overview (2)

Terminology
O 1 existence or occurrence TN, A
0 2 completeness R
O 3 rights and obligations MERI & 375
O 4 valuation or allocation FEAT . HIHAC Sy
O 5 presentation and disclosure R &R
O 6 reasonable basis BB 72 He Ak
o 7 audit evidence B AT RIEHL
O 8 sufficient appropriate audit evidence 47 Tt 72 B AL FEHL
O 9 appropriateness 1t B
O 10 sufficiency s
O 1 auditprocedure  E#HEEHE
12 physical examination / inspection FEAE
O 13 observation Bl i
O 14 confirmation e
O 15 inquiry B
0 16 reperformance GRSy )
0 17 analytical procedure SR e
0 18 vouching / tracing AEEZES . IRERG
O 19 source document JRARFERR
O 20 accounting record SEIRLER
O 21 overstatements PN AN T T
O 23 understatements WG L A ER
0 23 underlying accounting data L R D BFT—#
O 24 corroborating information AT D1
0 25 contradictory information FET D IEH
0O 26 physical evidence W BRAGERLE B}
O 27 documentary evidence SCEMREILE B
0 28 oral evidence F BHARELE )
O 29 material misstatements HEREBOFRT

Auditing and Attestation Vol.1




Auditing and Attestation Vol.1

3. Overview (3)

ARFETIE, audit report (BEAHLGE) 124 5 BREIIC OV THBE L T &
F9, £9IL. audit report DFEAR R X A )V TH L IEHEREEOFLRFEIAZ H
gL oIcLEL X I,

1. Audit Report (BEEIREE)
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| 1. Audit Report (BsZ#REE)

F1EOFHEIZBW T, audit TlE TO®RE. @OFE] NTbhdtik~<FE Lz, LT,
F2EFTIX TOBRE] OMELRRELZDOT, AETIL TOHE] OWMELRXTWEF
ﬁ—o

Year End
| |
[ [

BEEZ BEEFE

v

1) R 51 Tests of controls

5 M oo

Substantive tests

(1) Audit report D&

Auditor 73 audit opinion (BEER) *RHATHIFETHD L L HIC, auditor PHLT
DEAEZERICED H5FE LA 5 D2 audit report (auditor’s report, BEFREE)

REFE SO stakeholders 7% audit report DFLHNE 2 B S ICHfE C& 5 X 912, audit
report DEXUTIEEL SN TWVET,

Audit Report
2:dlt9r_ o3 N Auditor DE{T-%
audit opinion \ E
ERITERD 5 FB
KT 5 B . _
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<&#%> Auditopinion D&% (GHHILEI18ESE)

AREETIRR 2 F0EFH T, auditor 232403 & 588 7= audit procedure 739~ T /& 12 5
fi & A, AEORMAEIEICZFR L TV5 LR 5 HERO reasonable conclusion 735 !
SRTZHAORBFE T, Z0 k5 728540 audit opinion % unmodified opinion (&
EEBEER) (nonissuer).”unqualified opinion (EREEHEEER) (issuer): W E,

L7>L. unmodified”unqualified opinion Z & IZFKHTX 5 LRV A,
MHsREFR OEE oW C, sufficient appropriate audit evidence 2 A T4 2% Z &
N TEPTITHEA I SR BRNGEERC, misstatement 3EZ ENTWDZ LS
INCRHZ BBV ET, 29 LIRIUcHs O TR, #ELRC unmodified.”unqualified |
opinion Z &Y+ % bIFIZiZV & 8 A, Auditor (3. ML HEENASEOLRIUET S |
ERURE OG- 2 5 B2 EE L, audit report [CBWTHEIDG U TYLHEEE
RS 5 2 LR DD TY, §

Z» X 512, audit opinion DRI L o THZ LI ARIECHOWT, ZOFFECME |
HROEFMEOE THIR %372 D DI, exceptions BEEE) LIFTnEd, |

Exceptions DA I,
> BEEERELOME (BEEEHEFEOHR—scope limitation) ;
(FE# 72 audit procedures % Efid 5 2 ENTERDSTTDIT, MEER
DEER—ERIZ 2T sufficient appropriate audit evidence 23 AT TE 225
%a
> ISR EDORRE (GAAP o DEERR —departure form GAAP)
(&FHLER - FRIZBET % GAAPENR R B D I55%%) ;
D 2SI KBIENET, Exception B3H HHAITIT, TOEEMIZEID, kDX H 7 |
opinion BEHEND = & 03b 0 9 (Efelci. disclaimerid, FROFEMEELIEL |
BEVD BT, |

Circumstances Types of opinion
Departure from GAAP Qualified opinion (FREfH#EIEER) or
(GAAP 7> 55 D i) adverse opinion (/i 1E & )
Scope limitation Qualified opinion (BREfHEER ) or
(BE A HFPH O HIR) disclaimer (& R AZEH)
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(2) Audit report D#R (Nonissuer) (Unmodified opinion)

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)
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(continued)

In performing an audit in accordance with GAAS, we:

» 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..

» 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.

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 auditor's other reporting responsibilities.]

[Signature of the auditor's firm)

[City and state where the auditor's report is issued]

[Date of the auditor's reporf]

"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.”
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Audit report ™#1%E (Nonissuer) (Unmodified opinion)
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(7) Auditor's responsibilities for the Audit of the financial statements paragraph
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(8) Additional topics

_EFeo standard report 1%, E# 121X Tnonissuer (2> C, PCAOB standards LI+
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E X B H

(1) The auditor’s responsibilities and management’s responsibilities toward the financial
statements differ.

a o oo

(2) The auditor’s standard report refers to generally accepted accounting standards and to
generally accepted auditing standards.

Auditor’s responsibilities

These responsibilities are presented

Management’s responsibilities

in the auditor’s report.

Implicitly
Explicitly
Implicitly
Explicitly

Implicitly
Explicitly
Explicitly
Implicitly

In which paragraphs do these references appear?

a o oo

Opinion Basis for Opinion Auditor’s Responsibility
GAAP GAAS GAAS
GAAP GAAP GAAP
GAAS GAAP GAAS
GAAS GAAS GAAP
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(f2% L fRER]
(1) (b) Auditor ®E{T:& management O E{TiE, & $1Z audit report {2V TH/RS 1L
EJp8

(2) (a) GAAS I Basis for Opinion paragraph & Auditor's Responsibility paragraph T,
GAAP [ Opinion paragraph THI/R S E 4,
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3. Overview (3)
Terminology

O Opinion paragraph BRIy

O 2 Basis for Opinion paragraph B RLORMX Sy
Responsibilities of Management for the 4 = N

- 3 Financial Statements paragraph HEHA OTERS

O 4 Auditor's Responsibility paragraph BE A N D EALX Sy
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