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Appendix 3.05.6 The auditors counter-view 
In the interests of balance, one reviewer made this comment: 

‘Other information’ is anything in the report to shareholders that is not explicitly 
covered by the audit opinion i.e. most of the material you focus on in this chapter. 
However reference is also made to para 110.2 of the Code of Ethics for Professional 
Accountants published by IESBA. This applies to all accountants whether in public 
practice or as management preparing accounts. Footnote 2 of ISA 720 refers. 

110.2 A  professional  accountant  should  not  be  associated  with  reports, 
returns, communications  or  other information where they believe that the 
information: (a) Contains a materially false or misleading statement; (b) 
Contains statements or information furnished recklessly; or (c) Omits or 
obscures information required to be included where such omission or obscurity 
would be misleading.  

Link: https://www.ifac.org/system/files/publications/files/ifac-code-of-ethics-for.pdf 

It would seem that (a) requires a statement (i.e. something said not something not said) 
which must be materially false or misleading to be caught. For (c) the information must 
be required. Para (c) is explicitly picked up in ISA720 (given at the beginning of this 
chapter) para 12(c). 
ISA720 does not "impose an  obligation  on  the  auditor  to  obtain assurance about the 
other information" i.e. it does not have to be audited ISA720 requires the audit read the 
other information in the light of all of the audit evidence obtained to see if there is a 
material inconsistency between the other information and the financial statements as 
audited. That is about the extent of the obligation. In the UK if other information is 
required by statute the auditor has to consider whether the information is material 
misstated in the context of statutory obligations on the company to produce that 
information. If the auditor concludes there is a material misstatement of the other 
information: 

17. If the auditor concludes that a material misstatement of the other
information exists, the auditor shall request management to correct the other
information. If management:
(a) Agrees to make the correction, the auditor shall determine that the
correction has been made; or
(b) Refuses to make the correction, the auditor shall communicate the matter
with those charged with governance and request that the correction be made.

18. If  the  auditor  concludes  that  a  material  misstatement  exists  in  other
information  obtained  prior  to  the  date  of  the  auditor’s  report,  and  the
other  information  is  not  corrected after communicating with those charged
with governance, the auditor shall take appropriate action, including: (Ref:
Para. A44–A44-2)
(a) Considering  the  implications  for  the  auditor’s  report  and  communicat
ing  with  those  charged  with  governance  about  how  the  auditor  plans  to
address  the  material  misstatement  in  the  auditor’s  report  (see  paragraph
  22(e)(ii));  or (Ref: Para. A45) 
(b) Withdrawing  from  the  engagement,  where  withdrawal  is  possible  und
er  applicable law or regulation. (Ref: Para. A46–A47)
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So that is the important regulatory backdrop to the requirement. The thrust is read the 
other information and consider if it is consistent with the results of the audit and if not 
whether it is materially or misleading.  
 

The above was that of a reviewers comment who is an auditor. Now we still feel that our 
comments are valid. Even Rod who is pro-management agrees. In our opinion, we do not feel 
that the audit report says there is no inconsistency where there is. What seems to be the norm 
is not comment even if (in our opinion) there is a) inconsistency and b) that inconsistency to 
be material (sometimes as laid out by the auditor) and misleading. What all parties would agree 
is that such narrative text is open to subjectivity and misinterpretation The English language is 
an order of magnitude more prone to various interpretations than the financial statements. 
 
However, the expectations gap between what the public/stakeholders want and what is being 
delivered by the FRC and the external auditors is wider now than ever before. Perhaps that 
uncertainty is induced by Brexit and now the pandemic. This uncertainty is reinforced by the 
switch in consumer behaviour to online shopping, changing purchase patterns, and to the rise 
of upstart industries derived from disruptive technologies (Uber, AirBnb etc.). In general retail 
and restaurants are undergoing a set of macro and micro events unprecedented not seen since 
the 1929 crash. The pandemic has added a massive sledge hammer to their possible existence.  
 
Whatever the reason, the end of 2017 through 2020 has seen a number of failures or near-
failures. Then there is the lingering unease over past cases – some more recent ones such as 
Tesco and BHS, and then some stemming from failures during the GFC (such as HBOS and 
Autonomy) and some before (such as MG Rover). Each failure yields a number of financial 
casualties – whether it is employees, contractors or shareholders. Carillion, Conviviality, 
Patisserie Valerie, Thomas Cook, Wirecard, and others reinforces the current disquiet and 
nervousness over the current status quo.  
 
The extent of the failures is such that the government is no longer turning a blind eye. The 
professional investors seem to be forming a more powerful lobbying group. As we have said: 
something has to give.  
 


