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“New Auditor’s Report:
What’s in it for you?”

|0D and PricewaterhouseCoopers ABAS Co.,
Ltd. (PwC) jointly organized Audit Committee
Forum 1/2559 on Wednesday afternoon of
June 29, 2016 at Ballroom 1, Sheraton Grande
Sukhumvit Hotel on the topic “New Auditor’s
Report: What’s in it for you?” Dr. Bandid
Nijathavorn, President of Thai Institute of
Directors gave a welcoming speech. Then,
Mr. Prasan Chuaphanich, President of
Federation of Accounting Professions under
Royal Patronage gave an opening speech on
the topic “ldeas of Standard Improvement of
new Auditor’s Report” in which he presented
the importance of auditor’s report, including
the timeline of auditor’s report in each period.
Nowadays, the auditor’s report has changed



considerably. There was a new order in the
report. Moreover, some new topics were also
added, including the explanation of auditor’s
responsibility and confirmation of auditor’s
independence. The new auditor’s report would
have an effect on the audits of financial budget
that would end on or after December 31, 2016
onward.

Then, it was a lecture on the topic “The New Audit
Report: Understanding Key Audit Matters” by
Khun Chanchai Chaiprasit, Partner - Assurance
Services of PricewaterhouseCoopers ABAS Co.,
Ltd. (PwC). He talked about the Key Audit Matters
(KAM) which was compulsory in the auditor’s
report of listed companies in the stock exchange.
For other companies, they also could include
KAM in the report. These issues could be
summarized as follows,

- Key Audit Matters (KAM) were the issues with
the highest significance based on auditor
consideration. KAM were selected from the
issues that communicated with the regulators
(For Thailand, regulators were Audit Committee)
- The determination of KAM was based on risks
of information disclosure that were identified as
high risk or significant risk for audit of the
current financial budget, key consideration of
auditor about topics in financial report which was
related to consideration of the management and
impact from audit of key topic or situation that
occurred during the session.

- The example of KAM was factors affecting
depreciation test of popularity value, suitability of
techniques used for measuring value of financial
tools, difficulty of business integration and risks
of corruption due to recognition of income in the
contract.

- The explanations of KAM had to be indicated

in each issue what it was and why it was most
significant, how it was managed or checked

and there should be a reference about relevant
information disclosure in the note of financial
statement. Moreover, it might indicate the result
of the audit (if possible)

- The situations that did not need to communicate
KAM in auditor’s report were the situations when
laws or regulations prohibited disclosure of those
issues to the public and/or they would have
negative effect rather than public interest, except
the company already disclosed those issues to
the public.

At the end of the event, it was a lecture on the
topic “How Internal Control Help Mitigate Key Audit
Matter” by Khun Varunee Pridanonda, Partner

— Governance Risk and Internal Audit Services
PricewaterhouseCoopers ABAS Co., Ltd. (PwC).
The key matters of the lecture were as follows,
Internal control was important for making financial
statement. A bad internal control could cause
decreasing creditability of the financial statement
and impact on opinions of auditor as well. The
Audit Committee should focus on and supervise
the process of making financial statement. Most
issues that auditor considered as key issues in
KAM were

1. The issues that auditor regarded as high risk
and needed to consider carefully such as
estimation of asset depreciation, allowance of
suspicious non-profit debt etc.

2. The issues that auditor found it difficult for
audit and hard to find document for audit. Thus,
there was not sufficient information for audit.

3. The issues that auditor was not sure to
proceed auditing because insufficient internal
control system of the company such as key
financial transaction but there was no indication
of the approver.

The management had a key responsibility for
setting of internal control system. The Audit
Committee was responsible for ensuring the
management to set an appropriate internal
control system. For the internal control system
for financial statement, the Audit Committee
should consider the following issues,

1. An overview of the company (entity-wide
controls), organization structure, role and duty
of each person, business complexity and internal
control of a company

2. Relation between accounting transactions and
the points that were used for assessing those
accounting transactions such as bank deposits
or product list. If there were records, it could be
checked if those deposits or lists really existed
and valued.

3. To consider if the process and technology
system that facilitated control of document and
financial statement were complete, accurate and
in time, including consideration of different
topics how they originated, how they were re-
corded, if they were considered already and what
was the supplementary data etc.

4. Level of process and risk of internal control

Company overview (entity-wide controls) could
be assessed from

1. How the senior management paid attention
and understood the making process of financial
statement

2. The Audit Committee had a duty to supervise
financial statement and relevant controls

3. The management had to support and comply
with the company policy to achieve the target of
internal control

4. Accurate and appropriate setting of structure
5. Personels had experiences and specializations
6. All parties had appropriate authority and
responsibility

7. Communication and understanding about
internal control

8. Self-assessment and independent assessment
such as action of internal controller etc.

|n addition, internal control had to take risk
assessment into account as well. The components
that had to be taken into account for assessing
financial statement included existence of accounting
transactions, completeness and validity of the
transactions, values and estimates, the genuine
right on those transactions, and the right
category of financial statement etc. The financial
statements that had to be focused and controlled
well consisted of estimate transactions, improvement
transactions, irregular transactions, the topper or
set aside during the year-end closing, transaction
records of exchange rate, and validity of
consolidated. The financial statement had to have
an accounting policy and complete documents.
For some companies that relied on IT system

to close the account, they had to review their

IT system regularly and develop the system to
ensure that it could deal with account correctly.
The financial system had to be safe and only
relevant people were allowed to access important
financial data. Importantly, the data had to be
backed up and stored at a safe place.

At the end of the session, Khun Warunee said
that there was a trend that the financial
statement would become more important. Thus,
she would like the Audit Committee to discuss
with the internal controller if there was an audit
of financial statement. Moreover, there should
be an audit of internal control both for design
and practice. If there was a weak point, there had
to be an improvement plan. Although internal
control was not new, there were still some weak
points that needed to be reviewed. In case of
KAM, it depended on the auditor to raise the
issue but the internal control was the internal
affair of the company in which you could prevent
and manage. Therefore, the internal control had
to be done continuously, effectively and
efficiently to enhance confidence of the company
to the financial statement.
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