SA 560 (REVISED) Subsequent Events

What do you mean by subsequent event?

According to SA — 560(R) Events occurring between the date of the financial statements and the date of the auditor's
report, and facts that become known to the auditor after the date of the auditor’s report. Here the date of the financial
statements means the date of the end of the latest period covered by the financial statements and Date of approval of
the financial statements means The date on which all the statements that comprise the financial statements have been
prepared and those with the recognised authority have asserted that they have taken responsibility for those financial
statements. For the purpose of this statement the Date of the auditor's report means the date the auditor dates the
report on the financial statements in accordance with SA 700 (Revised). @

What is auditor’s Objective relating to this SA?

.According to SA 560(R) The objectives of the auditor are to:

(a) Obtain sufficient appropriate audit evidence about whether events occurring betwee @f the financial
statements and the date of the auditor's report that require adjustment of, or disclosure in inancial statements
are appropriately reflected in those financial statements; and

(b) Respond appropriately to facts that become known to the auditor after the e atiditor's report, that, had
they been known to the auditor at that date, may have caused the auditor to amend thexauditor's report.

events?
Step-1 Risk Assessment Procedures: - According to SA560 Il take into
account the auditor's risk assessment in determining the naturej nt of such audit procedures, which shall

What Procedure are required to obtain Sufficient and Approprlateb idences regarding subsequent

include the following:
(a) Obtaining an understanding of any procedures managem has established to ensure that subsequent events are
identified.
(b) Inquiring of management and, where appropriaté, thos arged with governance as to whether any subsequent
events have occurred which might affect the finanGial ents.

(c) Reading minutes, if any, of the meetings, of the entity’s owners, management and those charged with governance,
that have been held after the date of the fi ial statements and inquiring about matters discussed at any such
meetings for which minutes are not yet avaj
(d) Reading the entity’s latest subseq

financial statements, if any.

Step-2 Audit Conclusion and g :-If as a result of the procedures performed as required by the auditor
identifies events that requir ent of, or disclosure in, the financial statements, the auditor shall determine
whether each such event is %riately reflected in those financial statements.

Step-3 Written Represehtations

The auditor shall request management and, where appropriate, those charged with governance, to provide a written
representationsin.accordance with SA 580 (Revised), “Written Representations” that all events occurring subsequent to
the date of the“financial statements and for which the applicable financial reporting framework requires adjustment or
ave-been adjusted or disclosed.

Id be the reaction of the auditor if some Facts Which Become Known to the Auditor After the Date of
the Auditor’s Report but Before the Date the Financial Statements are Issued ?

The auditor has no obligation to perform any audit procedures regarding the financial statements after the date of the
auditor's report. However, when, after the date of the auditor’s report but before the date the financial statements are
issued, a fact becomes known to the auditor that, had it been known to the auditor at the date of the auditor's report,
may have caused the auditor to amend the auditor's report, the auditor shall:

(a) Discuss the matter with management and, where appropriate, those charged with governance.

(b) Determine whether the financial statements need amendment

(c) and, if so, Inquire how management intends to address the matter in the financial statements.



If management amends the financial statements, the auditor shall after carrying out audit procedures on such
amendments Provide a new auditor’s report on the amended financial statements. The new auditor’s report shall not
be dated earlier than the date of approval of the

amended financial statements.

In some entities, management may not be required by the applicable law, regulation or the financial reporting
framework to issue amended financial statements and, accordingly, the auditor need not provide an amended or new
Subsequent Events auditor's report. However, when management does not amend the financial statements in
circumstances where the auditor believes they need to be amended, then:

(a) If the auditor's report has not yet been provided to the entity,

the auditor shall modify the opinion as required by [proposed] SA 705 and then provide the auditor's report; or

(b) If the auditor’s report has already been provided to the entity, the auditor shall notify management and, unless all of
those charged with governance are involved in managing the entity, those charged with governance, not @Je the
financial statements to third parties before the necessary amendments have been made. If the financial ts are
wnevertheless subsequently issued without the necessary amendments, the auditor shall take ap, action, to

seek to prevent reliance on the auditor's report.

What should be the reaction of auditor for the Facts Which Become Known to the Aufter the Financial
Statements have been Issued?

After the financial statements have been issued, the auditor has no obligati
regarding such financial statements. However, when, after the financial statepents ha
known to the auditor that, had it been known to the auditor at the date of.theauditor
auditor to amend the auditor’s report, the auditor shall: *
(a) Discuss the matter with management and, where appropriate, those cha
(b) Determine whether the financial statements need amendment and,f.s0;
(c) Inquire how management intends to address the matter in the finan tatements.

If the management amends the financial statements ®

The auditor shall include in the new or amended auditor’%( an Emphasis of Matter paragraph or Other Matter(s)

p any audit procedures
een issued, a fact becomes
report, may have caused the

ged With governance.

paragraph referring to a note to the financial st that more extensively discusses the reason for the
amendment of the previously issued financial stat s andto the earlier report provided by the auditor.

If management does not take the necessary.steps.to ensure that anyone in receipt of the previously issued financial
statements is informed of the situation and s not amend the financial statements in circumstances where the
auditor believes they need to be am , the auditor shall notify management and, unless all of those charged with
governance are involved in managi mntity, those charged with governance, that the auditor will seek to prevent
future Subsequent Events relian¢e”ori the auditor’s report. If, despite such notification, management or those charged
with governance do not take cessary steps, the auditor

shall take appropriate.action k to prevent reliance on the auditor’s report.




