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Proposed Statement on Auditing Standards – Auditor Reporting  
 
The California Society of CPA’s (“CalCPA”) Accounting Principles and Assurance Services 
Committee (the “Committee”) is the senior technical committee of CalCPA. CalCPA has 
approximately 43,500 members. The Committee consists of 55 members, of whom 45 percent are from 
local or regional firms, 32 percent are from large multi-office CPA firms, 12 percent are sole 
practitioners in public practice, 6 percent are in academia and 5 percent are in international firms. 
Members of the Committee are with CPA firms serving a large number of public and nonpublic 
business entities, as well as many non-business entities such as not-for-profits, pension plans and 
governmental organizations. 
 
The Committee generally agrees with the proposed changes in to financial reporting but does not feel 
the requirements for including Key Audit Matters in the auditor’s report should be required and believes 
the option to included it would create tremendous divergence in practice and make the audit reports not 
comparable among non-issues. The follow is an outline of our responses to the committee’s specific. 
 

1. Are the proposed revisions to existing requirements clear and understandable, and is the 
application material helpful in supporting the application of those requirements? 

 
Yes; the proposed revisions are clear and understandable and the application material is helpful. 

 
2. Are the descriptions of the responsibilities of management and the auditor relating to 

going concern (paragraphs 31b and 36biv) useful and understandable, in view of the calls 
for more information in the auditor’s report about their respective responsibilities in this 
area? Would any modifications to the descriptions of management’s responsibility be 
necessary for any specific financial reporting framework? Are there any concerns about 
possible confusion or misinterpretation about the auditor’s responsibilities, in particular 
the requirement to conclude on the entity’s ability to continue as a going concern, 
recognizing that the description is consistent with the requirement in paragraph .20 of 
AU-C section 570 (SAS No. 132)? 

 
Yes, the descriptions are useful and understandable, and no, we did not identify any 
modifications to the descriptions of management’s responsibility for any specific financial 
reporting framework. We also did not identify any concerns about confusion about the auditor’s 
responsibilities. 
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3. Will the requirement to identify those responsible for the oversight of the financial 
reporting process present any practical difficulties when those responsible for the 
oversight of the financial reporting process are also responsible for preparation of the 
financial statements (as may be the case, for example, in a small owner-managed entity)? 

 
No; but we do not believe this identification of those charged with governance is meaningful 
to any non-issuers or the users of the financial statements. 

 
4. Does the expanded description of the auditor’s responsibilities, including the key features 

of the audit, provide useful information and greater transparency into what an audit is 
and what the auditor does? Are there any aspects of the auditor’s responsibilities that 
should be added? 

 
Yes; we believe the descriptions of auditor’s responsibilities provides useful information and 
we are not aware of any additional information about the auditor’s responsibilities should be 
added. 

 
5. What are your views regarding whether the requirements and guidance in the proposed 

SAS will be helpful for auditors in determining and communicating KAMs? 
 

We believe the information communicated in KAM’s are helpful, but the majority of our 
committee does not believe private companies will want this information included in an 
auditor’s report. The majority of our committee also does not support the divergence in practice 
resulting from giving the company or the auditor the option to include the KAM disclosures in 
the auditor’s report. Such option will create significant divergence in practice and make 
comparability among auditor’s reports among non-issuers confusing. In addition, we believe 
the auditor addressing which matters discussed with those charged with governance rise to the 
level of “most significant” or requiring significant auditor attention, for inclusion as a KAM is 
subject to significant judgment that may increase the risk for the auditor to either wrongfully 
included, or wrongfully exclude an item as being a KAM. We generally do not believe the 
public will be served by allowing optional disclosures of KAMs. 

 
6. Is it sufficiently clear that the communication of KAMs is not required for audits of 

nonissuers? 
 

Yes.  
 

7. Are the revisions to existing requirements clear and understandable, and is the 
application material helpful in supporting the application requirements? 

 
Yes; the application material is helpful to support the application requirements. 

 
8. Are the revisions to existing requirements clear and understandable, and is the 

application material helpful in supporting the application of those requirements? 
 

Yes. 



9. Is the interrelationship between emphasis-of-matter or other-matter paragraphs and 
KAMs clear and understandable, recognizing that the communication of KAMs is not 
required for audits of nonissuers? If not, what additional guidance would be helpful? 

 
We may ask the committee to include more examples especially in areas when a KAM may 
also be addressed as an Other Matter, such as going concern uncertainty, or Emphasis of a 
Matter where these may already be included as a communication to those charged with 
governance and therefore included as a KAM.  

 
10. Should the requirement in AU-C section 260 be more specific regarding the timing of 

communication about certain matters with those charged with governance, including 
whether there should be a requirement for certain communications to be made prior to 
issuance of the auditor’s report? 

 
No; most of the time for non-issuers, management and those charged with governance are the 
same individuals. The auditor can use their professional judgment to determine when 
communications are made timely. 

 
11. Please provide your views on the following: 

 
a. Would including the city and state of the addressee in the auditor’s report be 

beneficial to users of the financial statements? 
 

No; in practice this may not be much of an issue, but there can be difficulties at times in 
determining the appropriate city and state of client in instances where the accounting and 
home office operations are in different locations, or when an entity is registered / organized 
in a foreign jurisdiction (apart from where management is located). We do not believe this 
information would be beneficial to users of financial statements.   

 
b. What would the practical implications be if such a requirement were adopted? 

 
None; we do not believe this information is beneficial. The auditor is free to include this 
information now if they believe it provides meaningful information to a reader. 

 
 

12. Are the proposed changes appropriate and sufficient for purposes of enhancing the focus 
of the auditor on disclosures and, thereby, further enhancing audit quality? 

 
Yes; we believe the proposed changes enhance the focus of the auditor and will enhance audit 
quality. 

 
 
 
 
 
 



13. Are there any specific areas where, in your view, additional enhancements to either the 
requirements or application material would be necessary for purposes of effective 
auditing of disclosures as part of a financial statement audit? 

 
No; as noted several times above, we do not believe providing for optional disclosure of KAM 
will be helpful and may lead to significant divergence in practice. 

 
 

14. Will the proposed changes to the assertions in AU-C section 315 help appropriately 
integrate the auditor’s audit approach to the risk of material misstatement in the 
disclosures with the audit work on the underlying amounts, thereby promoting a more 
effective audit of disclosures? 

 
Yes. 
 

* * * * * 
 
We thank you for the opportunity to comment on this matter. We would be glad to discuss our opinions 
with you further should you have any questions or require additional information. 
 
Sincerely, 

 
 
 
 

Matthew J. Lombardi 
Chair 
Accounting Principles and Assurance Services Committee 
California Society of Certified Public Accountants 
 


