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Knowledge-Based Audits of Health Care Entities 

2020 HEALTH CARE ENTITIES OVERVIEW FOR KNOWLEDGE COACH USERS 

 

PURPOSE 
 

This document is published for the purpose of communicating, to users of the toolset, updates and enhancements included in the current version.  This document is not, and should 

not be used as an audit program to update the audit documentation of an engagement started in a previous version of this product. 

 

WORKPAPER UPDATES AND ROLL FORWARD NOTES 
 

General Roll Forward Note: 
You must be the current editor of all Knowledge Coach workpapers to update to the latest content, and you must be the current editor upon opening the updated workpaper for the 

first time to ensure you see the updated workpaper. 

 

The 2020 Knowledge-Based Audits of Health Care Entities have been updated to help auditors conduct efficient and effective audit engagements in accordance with U.S. GAAS 

and to take into account the latest literature, standards, and guidance, including: 

 

• AICPA Statement on Auditing Standards (SAS) No. 134, Auditor Reporting and Amendments, Including Amendments Addressing Disclosures in the Audit of Financial 

Statements; 

• SAS No. 135, Omnibus Statement on Auditing Standards – 2019;  

• SAS No. 137, The Auditor’s Responsibilities Relating to Other Information Included in Annual Reports;  

• SAS No. 138, Amendments to the Description of the Concept of Materiality; 

• SAS No. 139, Amendments to AU-C Sections 800, 805, and 810 to Incorporate Auditor Reporting Changes From SAS No. 134; 

• SAS No. 140, Amendments to AU-C Sections 725, 730, 930, 935, and 940 to Incorporate Auditor Reporting Changes From SAS Nos. 134 and 137; and 

• AICPA Ethics Interpretation, Information System Services (ET sec.1.295.145). 

• AU-C 930, Interim Financial Information 

• AU-C 940, An Audit of Internal Control Over Financial Reporting That Is Integrated With an Audit of Financial Statements 

 

The 2020 tools include links to detailed analysis related to the steps and processes discussed in the workpapers. Many new tips and examples have been incorporated. Also 

included are revised financial statement disclosures checklists that provide a centralized resource of the required and recommended U.S. GAAP disclosures and key presentation 

items currently in effect, using the style referencing under the FASB Accounting Standards Codification™. 

 
Caution:  This title should only be used by auditors who are implementing the requirements of SAS No. 134 – 140.  For engagements where those standards will not yet 

be implemented, the auditor should continue to use the 2019 title, released on 11/21/2019. 

 

If you are not an early adopter, you still must install this title to obtain the updated KBA-901 Financial Statement Disclosure Checklist. The disclosure checklist is an independent 

workpaper and can be added to a binder without updating the other content for the new standards.  

After installing, if you choose not to release the title, there are three options for inserting the updated disclosure checklist into a binder: 

 

Note: Each of these options requires a staff member or group to have the right "Insert Workpapers from Unreleased Titles" which can be assigned in the ADMIN module. The staff 

with this right are noted as "select staff members" in the options below. 
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• Select staff members can insert the updated checklist and delete the existing checklist from the binder. The new checklist will not include any of the prior responses. However, 

the user can refer to the checklist in the prior year binder and copy/paste any relevant information.  

• Select staff members can use the Update Knowledge Coach Content feature to update to the 2020 checklist. To do this, first check in all workpapers except KBA-901 

Financial Statement Disclosures Checklists to avoid accidentally updating other workpapers. Then, right-click on KBA-901 in the binder and select Update Knowledge 

Coach Content > Update Selected Knowledge Coach Workpapers to update only the disclosure checklist to the 2020 version. This option retains responses from the prior 

year other than the tailoring questions (table of contents). If other forms are accidently updated, the changes cannot be undone.    

• Select staff members can create a binder template with just the updated disclosure checklist. Then, other staff members can copy and paste the disclosure checklist from the 

template into the client engagement binders. The new checklist will not include any of the prior responses. However, the user can refer to the checklist in the prior year binder 

and copy/paste any relevant information. 

 

The 2020 edition of Knowledge-Based Audits of Health Care Entities includes the following updates:  

 

Knowledge-Based Audit Documents (KBAs) 
 

Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference 

Roll Forward and Update Content 

Considerations 

KBA-101 Overall Audit Strategy  

Added New TQ, “Is the auditor engaged to report on Key Audit Matters?” that 

will flow from AUD-100. 

 

Please review KCO-003 Answer Effects for the Engagement-Level 

Tailoring Questions Workpaper for al functioning of this new TQ.  

TQ Table    

Modify Under “Reporting Requirements” in Section I, added step 7 for key audit 

matters. 

Step will show if TQ above is noted as “Yes” in AUD-100” 

Procedures New or 

Revised 

Guidance 

SAS No. 

139 

 

Modify Under “Reliance on Others” modified text below the Service Organization 

table to improve workflow as follows: 

 

If a service organization report is not available, the auditor should 

document his or her understanding of the control(s) management has in 

place over the work of the service organization in KBA-403 

Understanding Activity-Level Controls: Revenue, Accounts Receivable, 

and Cash Receipts through KBA-411 Understanding Activity-Level 

Controls: Financial Reporting and Closing Process. 

Procedures Improved 

Workflow 

  

Modify Modified first column header under step, “Document the other services 

our firm performs for this entity.” As follows: 

 

Nature of Nonattest/Nonaudit Services 

Procedures Improved 

Workflow 

 Table will retain on roll forward if user 

selects to keep all responses on roll 

forward.  
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference 

Roll Forward and Update Content 

Considerations 

KBA-102 Engagement Completion Document  

Added New TQ, “Is the auditor engaged to report on Key Audit Matters?” that 

will flow from AUD-100. 

 

Please review KCO-003 Answer Effects for the Engagement-Level 

Tailoring Questions Workpaper for al functioning of this new TQ. 

TQ Table    

Modify Added information regarding AU-C Section 701 and key audit matters to 

the instructions including the Practice Point below. 

 

Practice Alert: In May 2019, the AICPA's Auditing Standards Board 
(ASB) issued Statement on Auditing Standards No. 134 (SAS-134), 
Auditor Reporting and Amendments, Including Amendments Addressing 
Disclosures in the Audit of Financial Statements. The changes in SAS-134 
are intended to enhance the relevance and usefulness of the auditor’s 
report and provide financial statement users with more meaningful 
information about the audit. The suite of new standards on auditor 
reporting will result in the first significant changes to auditor’s reports in 
years, most notably the re-ordering of report sections and, when 
applicable, the reporting of key audit matters. SAS-134 makes important 
changes to the requirements for the form and content of the auditor’s 
report issued as a result of an audit of financial statements. In addition, it 
addresses the auditor’s responsibilities to form an opinion on the financial 
statements. This standard makes the following changes to the reporting 
standards:  

• Forming an Opinion and Reporting on Financial Statements 
(Section 700 in SAS-134) addresses the form and content of the 
auditor’s report and the auditor’s responsibility to form an opinion 
on the financial statements. 

• Communicating Key Audit Matters in the Independent Auditor’s 
Report (Section 701 in SAS-134) notes that reporting of Key Audit 
Matters (KAMs) is not required unless the auditor is specifically 
engaged to report on KAMs. 

• Modifications to the Opinion in the Independent Auditor’s Report 
(Section 705 in SAS-134) addresses how the form and content of 
the auditor’s report are affected when the auditor expresses a 
modified opinion (i.e., a qualified opinion, an adverse opinion, or a 
disclaimer of opinion) on the financial statements. 

• Emphasis-of-Matter Paragraphs and Other-Matter Paragraphs in 
the Independent Auditor’s Report (Section 706 in SAS-134) 
notably clarifies the relationship between emphasis-of-matter 
paragraphs and the communication of KAMs in the auditor’s 
report. 

  
SAS-134 supersedes the following sections of the AICPA Auditing 
Standards Codification:  

Instructions New or 

Revised 

Guidance 

SAS No. 

134 
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference 

Roll Forward and Update Content 

Considerations 

• AU-C Section 700, Forming an Opinion and Reporting on Financial 
Statements; 

• AU-C Section 705, Modifications to the Opinion in the Independent 
Auditor’s Report; and 

• AU-C Section 706, Emphasis-of-Matter Paragraphs and Other-
Matter Paragraphs in the Independent Auditor’s Report. 

  
SAS-134 also creates a new AU-C Section 701, Communicating Key Audit 
Matters in the Independent Auditor’s Report.  
  
SAS-134 is effective for audits of financial statements for periods ending 
on or after December 15, 2020. Early implementation is not permitted. 
This toolset fully incorporates the requirements of SAS-134. 

 
AU-C Section 701 addresses the auditor’s responsibility to communicate 
key audit matters in the auditor’s report when the auditor is engaged to do 
so. It addresses both the auditor’s judgment about what to communicate in 
the auditor’s report and the form and content of such communication. Key 
audit matters are those matters that, in the auditor’s professional judgment, 
were of most significance in the audit of the financial statements of the 
current period. Key audit matters are selected from matters communicated 
with those charged with governance, and may include matters that:  
 

• Required significant auditor attention and significant auditor judgment; 

• Required significant management judgment, such as accounting 
estimates and complex or unusual transactions; 

• Relate to higher assessed risk of material misstatement or significant risks 
identified; and 

• Relate to significant events or transactions. 
 
Should the auditor determine that there are no key audit matters to communicate or 
that key audit matters identified will not be communicated, the auditor should 
document the rationale for that conclusion.  
 

Modify Modified Prior Year table headers for documentation of significant 

matters, findings or issues. 

Table Clarification  Table will retain on roll forward if user 

selects to keep all responses on roll 

forward. 

Modify Modified Significant Findings or Issues Table to address Key Audit 

Matters by adding two new columns as follows: 

 

If Engaged to Report Key Audit Matters, Will the Finding or Issue be 

Communicated and Included in the Auditor’s Report as a Key Audit 

Matter? 

Rationale for Auditor’s Determination of Whether a Matter Is a Key Audit 

Matter 

Table New or 

Revised 

Guidance 

SAS No. 

134 
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference 

Roll Forward and Update Content 

Considerations 

 

Both columns will show if the NEW Key Audit Matters TQ in AUD-100 

is answered as “Yes”. 

KBA-103 Evaluating and Communicating Internal Control Deficiencies  

Modify Minor wording changes in the instructions Instructions New or 

Revised 

Guidance 

SAS No. 

135 

 

Added New Default Answers for columns 12 – 15 in “Evaluation of Internal 

Control Deficiencies” Table 

 

If Column 12 is “Yes”, then Columns 13, 14, and 15 will default to “N/A” 

 

If Column 14 is “Yes”, then Column 15 will default to “N/A” 

Table   On roll forward the answers to columns 

13, 14, or 15 might update if user had 

incorrect answer in prior period.  

Modify Modified column, “Defic. No. From Above” in the “Communication of 

Internal Control Deficiencies” table so that deficiencies will be ordered by 

number or alphabetical when the deficiencies flow down.  

Table   On roll forward the items will retain but 

may be reordered in this table if user 

selects to keep all responses.  

KBA-200 Entity Information and Background  

Modify Slightly modified step, “List component, location, or segment” and added 

related note. 

 

Note:  In an audit of an entity with operations in multiple locations or with multiple 

components, the auditor must comply with the requirements of AU-C Section 600, Special 

Considerations—Audits of Group Financial Statements (Including the Work of Component 
Auditors) regardless of whether another auditor has been engaged to perform audit 

procedures at the component entity, and should consider the extent to which audit procedures 

should be performed at selected locations, business units, or components. The auditor’s 
objective is to obtain sufficient appropriate audit evidence about whether the entity’s 

consolidated financial statements are free of material misstatement. The auditor should 

correlate the amount of audit attention devoted to the location or business unit with the 

degree of risk of material misstatement associated with that location or business unit. 

When determining whether an engagement requires group audit consideration, the auditor 

should consider the following factors:  

• All consolidated financial statements; 

• All combined financial statements (i.e., components under common control); 

• If more than one location or division/branch/business segment exist; 

• Joint ventures; 

• Investees accounted for under the equity method or cost method, less impairment 

if applicable; and 

Procedures Enhancement  Step will retain on roll forward using 

default settings 
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference 

Roll Forward and Update Content 

Considerations 

• Certain governmental considerations; for example, a component may be a 

separate legal entity reported as a component unit or part of the governmental 

entity such as a business activity, department or program. 

The auditor should consider the following factors when determining which locations or 

business units should be tested and when determining the nature, timing, and extent of the 

audit procedures to be performed: 

• The nature and amount of assets, liabilities, and transactions executed at the 

location or business unit, including, for example, significant transactions executed 
at the location or business unit that are outside the normal course of business for 

the entity, or that otherwise appear to be unusual given the auditor's 

understanding of the entity and its environment; 

• The materiality of the location or business unit; 

• The specific risks associated with the location or business unit that present a 

reasonable possibility of material misstatement to the entity's consolidated 

financial statements; 

• Whether the risks of material misstatement associated with the location or 

business unit apply to other locations or business units such that, in combination, 

they present a reasonable possibility of material misstatement to the entity's 

consolidated financial statements; 

• The degree of centralization of records or information processing; 

• The effectiveness of the control environment, particularly with respect to 

management's control over the exercise of authority delegated to others and its 

ability to effectively supervise activities at the location or business unit; and 

• The frequency, timing, and scope of monitoring activities by the entity or others 

at the location or business unit. 

The auditor may also consider the following factors when determining the nature, timing, and 

extent of audit procedures for entities with multiple locations or business units: 

• Existence of subsidiaries or variable interest entities that will require 

consolidation; 

• Subsidiaries or other locations that are to be audited by component auditors; 

• Specialized knowledge that is required for subsidiaries or other locations; 

• Reporting currency or other location-specific requirements; 

• Communications with component auditors about the scope of their procedures 

and other professional requirements regarding the auditor’s reliance on their 

work; 

• How to obtain evidence regarding the design and operation of internal controls 

when the entity uses an outside service organization to process significant or 

unusual transactions; 

• Information known from prior audits and whether the auditor may obtain and 

update evidence concerning the design and operation of internal controls initially 

obtained in prior-year audits; 

• How Information technology (IT) affects the audit, including the availability of 

client data and whether computer-assisted auditing techniques will be required or 
used. The auditor may need to consider the use of a specialist to test the operating 

effectiveness of both IT general and application controls; 
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference 

Roll Forward and Update Content 

Considerations 

• The possibility of spreading the audit procedures and coverage over the year, 

particularly in connection with the timing of any interim reviews; and 

• The availability of client personnel, as well as coordination of entity support such 

as lead schedules and other supporting schedules requested by the auditor. 

Also, to introduce unpredictability into the testing, the auditor should vary the nature, timing, 
and extent of audit procedures to be performed at locations or business units from year to 

year. 

The auditor may eliminate from further consideration locations or business units that, 
individually or when aggregated with others, do not present a reasonable possibility of 

material misstatement to the entity’s consolidated financial statements. In lower-risk 

locations or business units, the auditor first might evaluate whether testing entity-level 

controls, including controls in place to provide assurance that appropriate controls exist 

throughout the organization, provides the auditor with sufficient appropriate audit evidence. 

KBA-201 Client/Engagement Acceptance and Continuance Form  

Added New TQ, “Is the auditor engaged to report on Key Audit Matters?” that 

will flow from AUD-100. 

 

Please review KCO-003 Answer Effects for the Engagement-Level 

Tailoring Questions Workpaper for al functioning of this new TQ. 

TQ Table New or 

Revised 

Guidance 

SAS No. 

134 

 

Modify Under part 1, added steps 5l and 5m which read as follows: 

 

l. Are you aware of any relationships or transactions with related 

parties? 

m. Are you aware of any significant transactions that are outside the 

normal course of business for the entity or that otherwise appear to 

be unusual due to their timing, size, or nature? 

Procedures New or 

Revised 

Guidance 

SAS No. 

135 

 

Modify Under Part 2, Section I, modified step 2g and added step 2y which read as 

follows: 

g. Are there undisclosed related-party relationships or transactions? 

y. If the entity is adopting or has adopted new accounting standards, 

are its internal controls inadequate to address the potential impact 

of the new standard’s required data and disclosures? 

Procedures New or 

Revised 

Guidance 

SAS No. 

135 

Modified step will retain on roll forward 

using default settings. 

Modify Under Part 2, Section III, modified step 2a which now reads as follows: 

a. Are the preconditions for an audit present and do we understand the 

following:  

i. The purpose for which the financial statements are prepared and 

whether the financial reporting framework applied in the 

Procedures New or 

Revised 

Guidance 

SAS No. 

134 

Step will reset on roll forward due to 

content changes. 
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference 

Roll Forward and Update Content 

Considerations 

presentation of the financial statements is a fair presentation 

framework;  

ii. The intended users of the financial statements;  

iii. The acceptability of the financial reporting framework applied in 

the preparation of the financial statements, including the steps 

taken by management to determine that it is acceptable in the 

circumstances;  

iv. The agreement of management and, where appropriate, those 

charged with governance, to the premise on which an audit is 

conducted;  

v. The agreement of management that it acknowledges and 

understands its responsibilities:  

− For the design, implementation, and maintenance of internal 

control relevant to the preparation and presentation of the 

financial statements, that are free from material 

misstatements, whether due to fraud or error;  

− To provide the auditor with access to all information of 

which management is aware that is relevant to the 

preparation and fair presentation of the financial statements, 

including access to information relevant to disclosures; 

− To make available to the auditor draft financial statements, 

including all information relevant to their preparation and 

fair presentation, whether obtained from within or outside 

of the general and subsidiary ledgers (including all 

information relevant to the preparation and fair presentation 

of disclosures), and any accompanying other information, in 

time to allow the completion of the audit in accordance with 

the proposed timetable; 

− To provide the auditor with additional information that the 

auditor may request from management for the purpose of 

the audit; and 

− To provide unrestricted access to persons within the entity 

from whom the auditor determines it necessary to obtain 

audit evidence; and  

vi. If applicable, our legal responsibilities if we plan to use the form 

and content of the auditor’s report of another country. 
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference 

Roll Forward and Update Content 

Considerations 

Modify Under Part 2, Section III, added step 2c regarding key audit matters 

 

Step will show if NEW TQ above is selected as “Yes” in AUD-100. 

Procedures New or 

Revised 

Guidance 

SAS No. 

134 

 

KBA-301 Worksheet for Determination of Materiality, Performance Materiality, and Thresholds 

for Trivial Amounts 

 

Modify Added practice point regarding SAS-138 

 

Practice Alert: In December 2019, the AICPA's Auditing Standards Board (ASB) issued 
Statement on Auditing Standards (SAS) No. 138, Amendments to the Description of the 

Concept of Materiality, which amends the definition and concepts of materiality to better 

align them with the U.S. judicial system, the auditing standards of the PCAOB, the U.S. 
Securities and Exchange Commission (SEC), and the Financial Accounting Standards Board 

(FASB). The ASB believes it is in the public interest to eliminate inconsistencies in the 

definition and concept of materiality, while also stating that they do not believe there will be 
a change in practice. SAS No. 138 states that:  

  

In general, misstatements, including omissions, are considered to be 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. Judgments about 

materiality involve both qualitative and quantitative considerations. 
  

SAS-138, as issued, was effective for audits of financial statements for periods ending on or 
after December 15, 2020. However, in Spring of 2020, the ASB voted to defer the effective 

date and SAS-138 is now effective for periods ending on or after December 15, 2021.  This 

toolset incorporates the requirements of SAS-138. 

Purpose New or 

Revised 

Guidance 

SAS No. 

138 

 

KBA-302 Understanding the Entity and Its Environment  

Modify Under Section I, modified 2a and 2b under “Regulatory Environment”, 

which now read as follows: 

 

a. Regulatory framework for a regulated industry, including 

requirements for disclosures (e.g., high degree of complex 

regulation). 

b. Accounting principles (i.e., applicable financial reporting 

framework) and industry-specific practices, including industry-

specific significant classes of transactions, account balances, and 

related disclosures in the financial statements. 

Procedures New or 

Revised 

Guidance 

SAS No. 

134 

The second step will reset on roll 

forward due to content changes. 

Modify Under Section II, modified 4f and 4m; added 4g under “Selection and 

Application of Accounting Principles, Including Related Disclosures (i.e., 

Financial Reporting)”, which now read as follows: 

 

Procedures New or 

Revised 

Guidance 

SAS No. 

134 

Step g is a new step, others will retain on 

roll forward with default settings. 
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference 

Roll Forward and Update Content 

Considerations 

f. Events or transactions that result in significant measurement 

uncertainty, including accounting estimates and related disclosures 

(e.g., allowance for doubtful accounts, accruals, impairment). 

g. Omitting, misstating, or obscuring, significant information in 

disclosures. 

h. Industry-specific significant classes of transactions, account 

balances, and related disclosures in the financial statements (e.g., 

loans and investments for banks, accounts receivable and 

inventory for manufacturers, research and development for 

pharmaceuticals). 

Modify Under Section III, “Opportunities”, modified 2c under “Matters relating to 

consolidation adjustments” which is under Section “Consolidation 

Process” which now read as follows: 

 

Business purpose for the events and transactions that gave rise to the 

consolidation adjustments. 

Procedures New or 

Revised 

Guidance 

SAS No. 

135 

Steps a and h are new steps, others will 

retain on roll forward with default 

settings. 

Modify Under Section VI, Subsection 1, under “Opportunities” deleted 2a and 

added 2a and 2b; modified 2e; added 2h; and modified 2l as follows: 

 

a. There are related-party transactions that are also significant 

unusual transactions. 

b. There are significant transactions with related parties whose 

financial statements are not audited or are audited by another firm. 

e. There are significant or highly complex transactions, or significant 

unusual transactions, 

h. The entity has contractual arrangements lacking a business 

purpose or commercial or economic substance. 

l. There is ineffective monitoring of management as a result of: 

• Domination of management by a single person or small group 

(in a non-owner-manager business) without compensating 

controls. 

• Ineffective oversight by those charged with governance over 

the financial reporting process and internal control. 

• The exertion of dominant influence by or over a related party. 

Procedures New or 

Revised 

Guidance 

SAS No. 

135 

 

KBA-303 Inquiries of Management and Others Within the Entity About the Risks of Fraud and 

Noncompliance with Laws and Regulations 
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference 

Roll Forward and Update Content 

Considerations 

Modify Under “Inquiries of Management” modified step 3 and added step 6 as 

follows: 

 

3.    Do you assess the risk that the financial statements (including the 

individual statements and the disclosures) may be materially 

misstated due to fraud, and how and how often do you make that 

assessment? 

6.    Has the entity entered into any significant unusual transactions? If so, 

describe the nature, terms, and business purpose (or lack thereof) of 

those transactions and whether such transactions involved related 

parties. 

Procedures New or 

Revised 

Guidance 

SAS No. 

134; SAS 

No. 135 

Step 6 is a new step. Step 3 will retain 

on roll forward if user selects to keep all 

responses on roll forward.  

Modify Under “Inquiries of Those Charged with Governance” added step 3 as 

follows: 

 

Are you aware of any significant unusual transactions entered into by the 

entity? 

Procedures New or 

Revised 

Guidance 

SAS No. 

135 

 

Modify Under “Inquiries of Internal Audit Function” added step 3 as follows: 

 

Are you aware of any significant unusual transactions entered into by the 

entity? 

Procedures New or 

Revised 

Guidance 

SAS No. 

135 

 

Modify In Conclusion section, “Based upon the above inquiries, we investigated 

inconsistencies related to inquiries of management, those charged with 

governance, and others, and have considered their impact on our 

assessment of the risk of fraud and identified risks of material 

misstatement due to fraud that have been summarized at KBA-502 

Summary of Risk Assessments.” the “No” floatie has been updated to be, 

“No Inconsistencies Noted”.  

Conclusion Workflow  This step will reset on roll forward due 

to content changes. 

KBA-400 Scoping and Mapping of Significant Account Balances, Classes of Transactions, and 

Disclosures 

 

Modify Minor wording changes in the instructions and to practice points in the 

instructions 

Instructions New or 

Revised 

Guidance 

SAS No. 

134 

SAS No. 

135 

 

Modify In Table 1: Scoping and Mapping, the floatie, “Understand Reconciliation 

Process and Controls Only” for Column, “Type of Further Understanding 

Table Floaties Workflow  The response will retain on roll forward 

based on default settings.  
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference 

Roll Forward and Update Content 

Considerations 

of Activity-Level Controls to Be Gained” has been updated to remove the 

word “Only” 

KBA-401 Understanding Entity-Level Controls  

Modify Modified descriptions of the five components of internal controls Tables Enhancement   

KBA-402 Understanding General Controls for Information Technology  

Modify Modified Section I Table and related instructions to include Disclosures. Instructions; 

Tables 

New or 

Revised 

Guidance 

SAS No. 

134 

 

 

Modify Multiple new Practice Points as follows:  

 

Practice Point: The auditor’s understanding of the information system relevant to 
financial reporting should include relevant aspects of that system relating to 
information disclosed in the financial statements that is obtained from within or 

outside of the general and subsidiary ledgers. Consideration of disclosures includes 

the quantitative and qualitative aspects of each disclosure. 

 

Practice Point: Risks related to IT include (not all inclusive):  

• Whether the information technology system has the capability and is 
appropriately configured to process large volumes of data;  

• Complex calculations in applying a method. When diverse systems are 
required to process complex transactions, regular reconciliations between 
systems are made, in particular when the systems do not have automated 
interfaces or may be subject to manual intervention;  

• Whether the design and calibration of models and calculations within the 
system are periodically evaluated;  

• The complete and accurate extraction of data need for calculations, 
including accounting estimates, from the entity’s records or from external 
information sources; 

• Data, including the complete and accurate flow of data through the entity’s 
information system, the appropriateness of any modification to the data 
used in making calculations, including accounting estimates, and the 
maintenance of the integrity and security of the data;  

• The processing or recording of data obtained from external information 
sources;  

• Whether management has controls around access, change and 
maintenance of individual models and systems to maintain a strong audit 
trail of accredited versions of models and systems to prevent unauthorized 
access or amendments to those models and systems; and  

• Whether there are appropriate controls over the transfer of information 
related calculations, including accounting estimates, into the general 
ledger, including appropriate controls over journal entries. 
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference 

Roll Forward and Update Content 

Considerations 

KBA-403 Understanding Activity-Level Controls: Patient Service Revenue, Patient Accounts 

Receivable, and Cash Receipts through KBA-411 Understanding Activity-Level Controls: Financial 

Reporting and Closing Process 

 

Modify Modified instructions for Step 3 regarding understanding the process of 

reconciling information 

Instructions    

KBA-403 Understanding Activity-Level Controls: Patient Service Revenue, Patient Accounts 

Receivable 

 

Modify Modified list of subprocesses to remove references to ASC Topic 606 Tables   Selected subprocesses will retain on roll 

forward using default settings. 

KBA-409 Understanding Activity-level Controls: Treasury  

Modify Modified step in subprocess table to be the following:  

 

Impairments in the fair value of investments are accounted for in 

accordance with the applicable financial reporting framework. 

Tables Enhancement  Step will reset on roll forward based on 

content changes. 

KBA-412 Understanding Controls Maintained by a Service Organization  

Modify Modified documentation of the date of the service auditor’s report which 

now reads as follows: 

 

The “as of date” (Type 1) or period covered (Type 2) in the service 

auditor’s report: 

Procedures Enhancement  Step will reset on roll forward due to 

content changes. 

Add Added the following items to be documented: 

Locations covered, if applicable: 

Name and description of subservice organization(s), if applicable: 

Type of opinion expressed in the service auditor’s report (e.g., 

unmodified or modified): 

Practice Point: If modified, document the nature of the qualification(s), and any 
potential effect it may have on the risk of a material misstatement in the entity’s 
financial statements. A qualification may affect a single control objective or may 
affect several control objectives. 

Procedures Enhancement   

Modify Moved step 1 into its own table above the description of the professional 

reputation of the service auditor: 

 

1. We performed procedures to become satisfied as to: 

a. The service auditor’s professional competence. 

Procedures Improved 

Workflow 

 Steps will retain from prior table on roll 

forward using default settings.  
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference 

Roll Forward and Update Content 

Considerations 

b. The service auditor’s independence from the service 

organization. 

c. The adequacy of the standards under which the service auditor’s 

report was issued. 

Practice Point: Procedures may include reviewing on-line sources of information 
regarding the service auditor’s standing (e.g., Public Company Accounting Oversight 
Board (PCAOB) website, AICPA Peer Review status website; and the applicable 
state accountancy board website). If no information can be found, the auditor should 
document that fact, and evaluate the effect on the audit. 

Add Added step 8d regarding the period not covered by the Type 2 report: 

 

If the Type 2 report does not cover a significant portion of the period 

covered by the entity’s financial statements, obtaining audit evidence 

regarding the operating effectiveness of controls for the period that is not 

covered by the Type 2 report by performing additional procedures. 

Procedures Enhancement   

Modify Modified step 9 and 10 regarding exclusion of subservice organizations, 

which now reads as follows: 

 

If we plan to use a Type 1 or a Type 2 report that excludes the services 

provided by a subservice organization and those services are relevant to 

the audit of the financial statements, we identified the functions performed 

by the subservice organization and applied the requirements of AU-C 

Section 402, Audit Considerations Relating to an Entity Using a Service 

Organization, with respect to the services provided by the subservice 

organization. If the service organization uses the carve-out method and the 

functions of the subservice organization are significant and relevant to the 

entity’s internal control over financial reporting, we obtained additional 

information about the subservice organization’s controls.  

 

If we expect to issue an unmodified auditor’s report, we will not refer to 

the work of the service auditor unless required by law or regulation to do 

so. If such reference is required by law or regulation, our report will 

indicate that the reference does not diminish our responsibility for the 

audit opinion. 

Enhancement   Steps will reset on roll forward due to 

content changes. 

KBA-501 Team Discussion and Consideration of the Risks of Material Misstatement  

Modify Updated references to the entity’s financial statements to include the 

related disclosures. 

 

Purpose, 

Instructions, 

Procedures 

New or 

Revised 

Guidance 

SAS No. 

134, 135 
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference 

Roll Forward and Update Content 

Considerations 

Added new Practice Point:  

Practice Alert:  In May 2019, the AICPA’s Auditing Standards Board (ASB) issued 
Statement on Auditing Standards No. 135 (SAS-135), Omnibus Statement on 
Auditing Standards - 2019. The purpose of this standard is to better align AICPA 
auditing standards with the PCAOB auditing standards. Since the ASB completed its 
auditing standards clarity project, which clarified generally accepted auditing 
standards (GAAS) and converged them with the International Standards on Auditing 
(ISAs) issued by the IAASB, the PCAOB has issued Auditing Standard (AS) 1301, 
Communications With Audit Committees; AS 2701, Auditing Supplemental 
Information Accompanying Audited Financial Statements; and AS 2410, Related 
Parties. The ASB has issued amendments to GAAS for requirements in the PCAOB 
auditing standards that the ASB believes does not have an equivalent in GAAS. 

 
SAS-135 amends AU-C Section 240, Consideration of Fraud in a Financial 
Statement Audit, by introducing the term significant unusual transactions and 
defining it as “significant transactions that are outside the normal course of business 
for the entity or that otherwise appear to be unusual due to their timing, size, or 
nature” and adding additional factors to be considered. 
 
SAS-135 also amends AU-C Section 315, Understanding the Entity and Its 
Environment and Assessing the Risks of Material Misstatement, to make a 
conforming amendment for the use of the term significant unusual transactions as 
discussed above, that is by changing “nonroutine” and “outside the normal course of 
business” transactions to significant unusual transactions.  
 
SAS-135 is effective for audits of financial statements for periods ending on or after 
December 15, 2020. This toolset incorporates the requirements of SAS-135. 

Modify Updated factors to consider in determining whether a risk is a significant 

risk to include significant unusual transactions (rather than outside the 

normal course of business) and related-party transactions that are also 

significant unusual transactions. 

Procedures New or 

Revised 

Guidance 

SAS No. 

135 
 

Modify Under “Identification of Risks of Material Misstatement” modified step 1a 

to include obscure disclosures: 

We discussed the following matters that may be relevant in identifying 

risks of fraud: 

Risk of omitted, obscure, incomplete, or inaccurate disclosures. 

Procedures New or 

Revised 

Guidance 

SAS No. 

134 
Step will retain on roll forward if user 

selects to keep all responses on roll 

forward. 

KBA-502 Summary of Risk Assessments  

Modify Updated factors to consider in determining whether a risk is a significant 

risk to include significant unusual transactions (rather than outside the 

normal course of business) and related-party transactions that are also 

significant unusual transactions. 

Instructions New or 

Revised 

Guidance 

SAS No. 

135 
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Knowledge-Based Audits of Health Care Entities 

Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference 

Roll Forward and Update Content 

Considerations 

Modify Under “Section I: Financial-Statement-Level Risks” modified the planned 

overall response related to management override of internal controls to 

address the entity’s business purpose (rather than rationale) for significant 

unusual transactions. 

Procedures New or 

Revised 

Guidance 

SAS No. 

135 
 

Added New Default Answer if user isn’t testing controls (by selecting “No” to 

“Has the auditor been engaged to perform an integrated audit (i.e., an audit 

of internal control over financial reporting that is integrated with the audit 

of financial statements)?” or “Does the auditor intend to test the operating 

effectiveness of internal controls over financial reporting?” and Column 5, 

“Controls Selected for Testing of Operating Effectiveness” is “No”, then 

Column 7, “CR” will default to “Max” 

   On roll forward if user selects to keep all 

responses then any responses that were 

incorrect will default to this new default 

answer.  

KBA-503 Basis for Inherent Risk Assessment  

Modify Added columns to table for relevant assertion and inherent risk assessment 

to aid in documenting the basis for inherent risk. 

 

This information will flow from KBA-502 

 

Users will now select in the first column, “Significant Audit Areas” the 

audit areas where the user wants to document the basis for inherent risk. 

After selecting the audit area, the two columns above will flow in. The 

user also now has the ability to only document the basis for inherent risk 

assessment for audit area or for a particular assertion related to that audit 

area.  

Instructions, 

Table 

Improved 

workflow 

 This workpaper will reset on roll 

forward due to the content changes. 

KBA-901 Financial Statement Disclosures Checklist  

Modify New, streamlined approach for tailoring the financial statement disclosure 

checklist 

 

Disclosures Workflow  On roll forward the user will be able to 

roll forward and keep responses, but 

these responses will not show until user 

has answered the applicable tailoring. 

After roll forward please be sure to 

answer all new Tailoring questions. 

Modify Current through ASU 2020-07 Instructions, 

Procedures 

New and 

Revised 

Guidance 

  

KBA-902 Audit Review and Approval Checklist  
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Knowledge-Based Audits of Health Care Entities 

Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference 

Roll Forward and Update Content 

Considerations 

Added New TQ, “Is the auditor engaged to report on Key Audit Matters?” that 

will flow from AUD-100. 

 

Please review KCO-003 Answer Effects for the Engagement-Level 

Tailoring Questions Workpaper for al functioning of this new TQ. 

TQ Table    

Modify Under “Section I: Detailed Auditor Review” modified step 9 and under 

“Section II: Engagement Partner Review” modified step 8 to address key 

audit matters: 

 

The Engagement Completion Document adequately addresses significant 

findings and issues identified during the audit, including identification and 

evaluation of key audit matters when the auditor is engaged to report on 

key audit matters. 

Procedures New and 

Revised 

Guidance 

SAS-134 Step will reset on roll forward due to 

content changes. 

Add Under “Section III: Concurring Partner Review” and “Section IV: 

Engagement Quality Control Review” added step 4d for key audit matters: 

 

If engaged to report on key audit matters, the engagement team’s 

conclusion regarding the identification, description, communication, and 

inclusion in the auditor’s report of key audit matters or if applicable, 

depending on the facts and circumstances of the entity and the audit 

engagement, that there were no key audit matters to communicate in the 

auditor’s report. 

 

Step will show/hide based on new TQ above. 

Procedures New and 

Revised 

Guidance 

SAS-134  

Modify Under “Section III: Concurring Partner Review” and “Section IV: 

Engagement Quality Control Review” modified step 5 which now reads as 

follows: 

 

I have read other information included in the entity’s annual report and 

have evaluated whether the engagement team has taken appropriate action 

with respect to any material inconsistencies with the financial statements 

or material misstatements of fact of which I am aware. 

Procedures New and 

Revised 

Guidance 

SAS-137 Step will retain on roll forward if user 

selects to keep all responses on roll 

forward.  

KBA-904 Audit Documentation Checklist  

Added New TQ, “Is the auditor engaged to report on Key Audit Matters?” that 

will flow from AUD-100. 

TQ Table    
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference 

Roll Forward and Update Content 

Considerations 

 

Please review KCO-003 Answer Effects for the Engagement-Level 

Tailoring Questions Workpaper for al functioning of this new TQ. 

Modify Modified step 9 regarding communications with those charged with 

governance, which now reads as follows: 

 

In connection with the communication with those charged with 

governance as required by AU-C 260, The Auditor’s Communication with 

Those Charged with Governance, and AU-C 265, Communicating 

Internal Control Related Matters Identified in an Audit, we included the 

following in the audit documentation: 

a. When matters required to be communicated have been 

communicated orally, we included a record of the nature of 

the communication, and when and to whom these items were 

communicated (AU-C 260; AU-C 265); and 

b. If, as part of its communication to those charged with 

governance, management communicated some or all of the 

matters that we are required to communicate and, as a result, 

we did not communicate these matters at the same level of 

detail as management, we included a copy or summary of 

management’s communications provided to those charged 

with governance (AU-C 260). 

Procedures New and 

Revised 

Guidance 

SAS-135 Step will reset on roll forward due to 

content changes. 

Modify Modified step 17a regarding documentation of the reconciliation of 

accounting records which now reads as follows: 

 

The agreement or reconciliation of the accounting records to information 

in the audited financial statements or other audited information, including 

agreeing or reconciling disclosures, whether such information is obtained 

from within or outside of the general ledger and subsidiary ledgers (AU-C 

330); 

Procedures New and 

Revised 

Guidance 

SAS-134 Step will reset on roll forward due to 

content changes. 

Modify Deleted step 19d(4) and (5) and modified step 19d(3) which now reads as 

follows: 

Testing compliance with provisions of contracts or grant agreements that 

have a direct and material effect on the financial statement amounts or 

audit objectives, including evaluating the impact on the current audit of 

investigations or legal proceedings initiated or in process. 

Procedures New or 

Revised 

Guidance 

2018 

Revision 

of the 

Yellow 

Book 
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference 

Roll Forward and Update Content 

Considerations 

Modify Deleted step 19e(3)(d) for abuse requirements that are no longer 

applicable. 

Procedures New or 

Revised 

Guidance 

2018 

Revision 

of the 

Yellow 

Book 

 

Add Added step 22 regarding key audit matters: 

 

If we were engaged to report on Key Audit Matters, we have documented 

the following (AU-C 701): 

a. The communications with those charged with governance and the 

appropriate audit documentation relating to each individual 

matter.  

b. The determination, from the matters communicated with those 

charged with governance, of the matters that required significant 

auditor attention and whether or not each of those matters is a 

key audit matter.  

c. Why the matter was determined to be a key audit matter. 

d. How each key audit matter was addressed in the audit. 

e. When applicable, the rationale for our determination that there 

are no key audit matters to communicate in the auditor’s report. 

f. When applicable, the rationale for our determination that the only 

key audit matters to communicate in the auditor’s report are 

matters giving rise to a qualified opinion or involving substantial 

doubt about an entity’s ability to continue as a going concern for 

a reasonable period of time. 

g. When applicable, the rationale for our determination not to 

communicate in the auditor’s report a matter determined to be a 

key audit matter. 

 

Step will show/hide based on new TQ, above. 

Procedures New and 

Revised 

Guidance 

SAS-134  

Add Added step 23 regarding other information contained in the annual report: 

 

2. If the auditor’s report is included in an entity’s annual report that 

contains other information, we have documented the following (AU-

C 720): 

Procedures New and 

Revised 

Guidance 

SAS-137  
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference 

Roll Forward and Update Content 

Considerations 

a. The procedures performed regarding other information contained 

in the entity’s annual report; and 

b. The final version of the other information on which we 

performed the work required. 

 

Step will show/hide based on new TQ, above. 

KBA-905 Review and Approval Checklist: Interim Review of Financial Information  

Modify Minor wording changes Procedures    

 

KBA-901 Financial Statement Disclosures Checklist 
 

Type of 

Change Description of Change Roll Forward and Update Content Considerations 

Interim Reporting (ASC 270) 

Overall 

Modify Modified Note after step 6 as follows: 

The presentation and disclosure requirements in item 7 below are prescribed by the amendments in 

ASU No. 2016-02, Leases (Topic 842), which is effective for fiscal years beginning after 

December 15, 2018, and interim periods within those fiscal years for: (a) public business entities, 

(b) not-for-profit entities that have issued, or are conduit bond obligors for, securities that are 

traded, listed, or quoted on an exchange or an over-the-counter market (with an exception for those 

entities that have not yet issued their financial statements or made financial statements available for 

issuance as described in the following sentence), and (c) employee benefit plans that file or furnish 

financial statements with or to the Securities and Exchange Commission. A not-for-profit entity 

that has issued or is a conduit bond obligor for securities that are traded, listed, or quoted on an 

exchange or an over-the-counter market that has not yet issued financial statements or made 

financial statements available for issuance as of June 3, 2020, should apply ASU No. 2016-02 for 

fiscal years beginning after December 15, 2019, and interim periods within those fiscal years. For 

all other entities, the requirements are effective for fiscal years beginning after December 15, 2021, 

and interim periods within fiscal years beginning after December 15, 2022. Early adoption is 

permitted. (ASC 842-10-65-1) 

 

Note that this note has been updated throughout KBA-901. 

 

Investments – Debt and Equity Securities (ASC 320) 

Added Added new Note after step 14 and 15 as follows:  

http://www.accountingresearchmanager.com/#/combined/983C6AB4C90FC2CA86257F640066380D/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2016/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/1FE929EBD23573A486257F640067BFB3/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-65-transition-and-open-effective-date-information-general
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Type of 

Change Description of Change Roll Forward and Update Content Considerations 

Note: If for the purposes of identifying and measuring an impairment the applicable accrued 

interest is excluded from both the fair value and amortized cost basis of the available-for-sale debt 

security, an entity may, as a practical expedient, exclude the applicable accrued interest that is 

included in the amortized cost basis for the purposes of the disclosure requirements in item 14 

above. If an entity elects this practical expedient, it should disclose the total amount of accrued 

interest, net of the allowance for credit losses (if any), excluded from the disclosed amortized cost 

basis. (ASC 320-10-50-2A) 

Financial Instruments – Credit Losses (ASC 326) 

Overall 

Added Added new Notes after step 4 as follows:  

Note:   An entity that adjusts the effective interest rate used to discount expected cash flows to 

consider the timing (and changes in timing) of expected cash flows resulting from expected 

prepayments in accordance with ASC paragraphs 326-20-30-4 through 30-4A for troubled debt 

restructurings that exist as of the date of adoption may, as an accounting policy election, calculate 

the prepayment-adjusted effective interest rate using the original contractual rate and the 

prepayment assumptions as of the date of adoption. 

 

Added New Notes and steps at end of section as follows:  

Note:  An entity that issues interim financial statements should provide disclosures (a) through (d) 

above in each interim financial statement of the year of change and the annual financial statement 

of the year of change. 

Note:   ASU No. 2016-13 has been amended by ASU No. 2019-11,  Codification Improvements to 

Topic 326, Financial Instruments—Credit Losses.  For entities that have not yet adopted ASU No. 

2016-13, the effective dates and transition requirements for ASU No. 2019-11 are the same as the 

effective dates and transition requirements in ASU No. 2016-13. For an entity that has already 

adopted ASU No. 2016-13, ASU No. 2019-11 is effective for fiscal years beginning after 

December 15, 2019, including interim periods within those fiscal years. (ASC 326-10-65-4) 

 

Early adoption, including adoption in an interim period, is permitted as long as an entity has 

adopted ASU No. 2016-13. 

For entities that have adopted ASU No. 2016-13, ASU No. 2019-11 should be applied by means 

of a cumulative-effect adjustment to the opening retained earnings as of the beginning of the first 

reporting period in which ASU No. 2016-13 is effective. 

 

Has the entity provided the following disclosures in the period of adoption of ASU No. 2019-11 

(ASC 326-10-65-4): 

a. The nature of the change in accounting principle, including an explanation of the newly 

adopted accounting principle? 

 

http://www.accountingresearchmanager.com/#/combined/8AB8197A7C30635C862575AA004FC73E/accounting/fasb/fasb-codification/assets/320-investmentsdebt-and-equity-securities/10-overall/fasb-codification-assets-320-10-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/FE7988AA2D029AD986257FD4005AA503/accounting/fasb/fasb-codification/assets/326-financial-instrumentscredit-losses/20-measured-at-amortized-cost/fasb-codification-assets-326-20-30-general
http://www.accountingresearchmanager.com/#/combined/F33816DFB43757D386257FD400591CB3/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2016/measurement-of-credit-losses-on-financial-instruments
http://www.accountingresearchmanager.com/#/combined/99E27304B01D5274862584BE006A56B3/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2019/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/99E27304B01D5274862584BE006A56B3/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2019/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/99E27304B01D5274862584BE006A56B3/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2019/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/BE3575747BCA694486257FD4005AA2F5/accounting/fasb/fasb-codification/assets/326-financial-instrumentscredit-losses/10-overall/fasb-codification-assets-326-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/F33816DFB43757D386257FD400591CB3/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2016/measurement-of-credit-losses-on-financial-instruments
http://www.accountingresearchmanager.com/#/combined/F33816DFB43757D386257FD400591CB3/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2016/measurement-of-credit-losses-on-financial-instruments
http://www.accountingresearchmanager.com/#/combined/99E27304B01D5274862584BE006A56B3/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2019/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/99E27304B01D5274862584BE006A56B3/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2019/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/BE3575747BCA694486257FD4005AA2F5/accounting/fasb/fasb-codification/assets/326-financial-instrumentscredit-losses/10-overall/fasb-codification-assets-326-10-65-transition-and-open-effective-date-information-general
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Change Description of Change Roll Forward and Update Content Considerations 

b. The method of applying the change? 

c. The effect of the adoption on any line item in the balance sheet, if material, as of the 

beginning of the first period for which ASU No. 2019-11 is applied? 

Note: Presentation of the effect on financial statement subtotals is not required. 

d. The cumulative effect of the change on retained earnings or other components of equity 

in the balance sheet as of the beginning of the first period for which ASU No. 2019-11 is 

applied? 

Note:  An entity that issues interim financial statements should provide disclosures (a) through (d) 

above in each interim financial statement of the year of change and the annual financial statement 

of the year of change. 

Intangibles – Goodwill and Other (ASC 350) 

Goodwill 

Modify Modified step 4 substeps as follows:  

December 15, 2019, for public business entities that are U. S. Securities and Exchange 

Commission (SEC) filers, excluding entities eligible to be smaller reporting companies as defined 

by the SEC. The one-time determination of whether an entity is eligible to be a smaller reporting 

company should be based on an entity’s most recent determination as of November 15, 2019 in 

accordance with SEC regulations. 

December 15, 2022, for all other entities. 

 

Equity (ASC 505) 

Equity-Based Payments to Non-Employees 

Removed Removed the following Note and step: 

Note:   The presentation and disclosure requirements in item 3 below have been superseded by the 

amendments in ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606), as 

subsequently amended, which is effective on a retrospective basis for public business entities, not-

for-profit entities that have issued, or are conduit bond obligors for, securities that are traded, 

listed, or quoted on an exchange or an over-the-counter market, and employee benefit plans that 

file or furnish financial statements with or to the Securities and Exchange Commission, for annual 

reporting periods beginning after December 15, 2017, including interim reporting periods within 

that reporting period. Early adoption is permitted only as of annual reporting periods beginning 

after December 15, 2016, including interim reporting periods within that reporting period. For all 

other entities, the requirements are effective on a retrospective basis for annual reporting periods 

beginning after December 15, 2018, and interim reporting periods within annual reporting periods 

beginning after December 15, 2019. However, all such other entities may elect early adoption only 

as of either: (a) an annual reporting period beginning after December 15, 2016, including interim 

 

http://www.accountingresearchmanager.com/#/combined/99E27304B01D5274862584BE006A56B3/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2019/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/99E27304B01D5274862584BE006A56B3/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2019/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/E9FC697ABC23E5D186257CE80027815B/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2014/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
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reporting periods within that reporting period; or (b) an annual reporting period beginning after 

December 15, 2016, and interim reporting periods within annual reporting periods beginning one 

year after the annual reporting period in which an entity first applies ASU No. 2014-09, as 

subsequently amended. Thereafter, the presentation and disclosure requirements in Topic 606, 

Revenue from Contracts with Customers, below should be followed. (ASC 606-10-65-1) 

The SEC staff would not object to a public business entity that otherwise would not meet the 

definition of a public business entity except for a requirement to include or the inclusion of its 

financial statements or financial information in another entity’s filing with the SEC adopting ASC 

Topic 606 for annual reporting periods beginning after December 15, 2018, and interim reporting 

periods within annual reporting periods beginning after December 15, 2019. However, a public 

business entity that otherwise would not meet the definition of a public business entity except for 

a requirement to include or the inclusion of its financial statements or financial information in 

another entity’s filing with the SEC may still elect to adopt ASC Topic 606 according to the 

public business entity effective dates discussed above. (ASC 606-10-S65-1) 

For a grantee that provides goods or services other than employee services in share-based payment 

transactions, has the grantee disclosed in accordance with ASC paragraphs 845-10-50-1 and 50-2 

the amount of gross operating revenue recognized as a result of such nonmonetary transactions? 

(ASC 505-50-50-2) (See “Nonmonetary Transactions”) 

Revenue from Contracts with Customers (ASC 606) 

Removed Removed the following Notes and Steps: 

Note:   The presentation and disclosure requirements in Topic 605, Revenue Recognition, above 

have been superseded by the amendments in ASU No. 2014-09, Revenue from Contracts with 

Customers (Topic 606), as subsequently amended, which is effective on a retrospective basis for 

public business entities, not-for-profit entities that have issued, or are conduit bond obligors for, 

securities that are traded, listed, or quoted on an exchange or an over-the-counter market, and 

employee benefit plans that file or furnish financial statements with or to the Securities and 

Exchange Commission, for annual reporting periods beginning after December 15, 2017, 

including interim reporting periods within that reporting period. Early adoption is permitted only 

as of annual reporting periods beginning after December 15, 2016, including interim reporting 

periods within that reporting period. For all other entities, the requirements are effective on a 

retrospective basis for annual reporting periods beginning after December 15, 2018, and interim 

reporting periods within annual reporting periods beginning after December 15, 2019. However, 

all such other entities may elect early adoption only as of either: (a) an annual reporting period 

beginning after December 15, 2016, including interim reporting periods within that reporting 

period; or (b) an annual reporting period beginning after December 15, 2016, and interim 

reporting periods within annual reporting periods beginning one year after the annual reporting 

 

http://www.accountingresearchmanager.com/#/combined/E9FC697ABC23E5D186257CE80027815B/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2014/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/097401C8CEC9DE5686257CE8002FBF43/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/097401C8CEC9DE5686257CE8002FBF43/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/896ED5B04F7E788186257CE8002FF6BF/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/598CBE6B5B929819862581AA0071D969/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-s65-general
http://www.accountingresearchmanager.com/#/combined/17BBA7B85F934EBF862575AA001F01A5/accounting/fasb/fasb-codification/broad-transactions/845-nonmonetary-transactions/10-overall/fasb-codification-broad-transactions-845-10-50-disclosure-purchase-and-sales-of-inventory
http://www.accountingresearchmanager.com/#/combined/EAFA4E799FDCB81B862575AA0026457B/accounting/fasb/fasb-codification/equity/505-equity/50-equity-based-payments-to-non-employees/fasb-codification-equity-505-50-50-disclosure-general
file://///dataserv2/arm/DALIYA/New%20Hyperlink/KBA-901%20Fin%20St%20Discl%20Cklst_CORE%2011%20-Idaya.docx%23NONMONETARYTRANSACTIONS
http://www.accountingresearchmanager.com/#/combined/0FD43D2F40360D95862575AA004C6912/accounting/fasb/fasb-codification/revenue/605-revenue-recognition/10-overall/fasb-codification-revenue-605-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/E9FC697ABC23E5D186257CE80027815B/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2014/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/E9FC697ABC23E5D186257CE80027815B/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2014/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
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period in which an entity first applies ASU No. 2014-09, as subsequently amended. Thereafter, 

the presentation and disclosure requirements in Topic 606, Revenue from Contracts with 

Customers, below should be followed. (ASC 606-10-65-1) 

The SEC staff would not object to a public business entity that otherwise would not meet the 

definition of a public business entity except for a requirement to include or the inclusion of its 

financial statements or financial information in another entity’s filing with the SEC adopting ASC 

Topic 606 for annual reporting periods beginning after December 15, 2018, and interim reporting 

periods within annual reporting periods beginning after December 15, 2019. However, a public 

business entity that otherwise would not meet the definition of a public business entity except for 

a requirement to include or the inclusion of its financial statements or financial information in 

another entity’s filing with the SEC may still elect to adopt ASC Topic 606 according to the 

public business entity effective dates discussed above. (ASC 606-10-S65-1) 

 

Note:   For purposes of the transition related to Topic 606, an entity should apply the guidance 

using one of the following two transition methods (ASC 606-10-65-1): 

 

1.         Retrospectively to each prior reporting period presented in accordance with the 

guidance on accounting changes in ASC paragraphs 250-10-45-5 through 45-

10. Under this transition method, the entity should provide the disclosures 

required in ASC paragraphs 250-10-50-1 through 50-2 in the period of adoption, 

except that an entity need not disclose the effect of the changes on the current 

period, which otherwise is required by ASC paragraph 250-10-50-1(b)(2). 

However, an entity should disclose the effect of the changes on any prior 

periods that have been retrospectively adjusted. In addition, under this method, 

the entity may elect any of the following practical expedients: 

 

a. An entity need not restate contracts that begin and are completed within the 

same annual reporting period.  

b. For completed contracts that have variable consideration, an entity may use 

the transaction price at the date the contract was completed, rather than 

estimating variable consideration amounts in the comparative reporting 

periods. 

c. For all reporting periods presented before the date of initial application, an 

entity need not disclose the amount of the transaction price allocated to 

remaining performance obligations and an explanation of when the entity 

http://www.accountingresearchmanager.com/#/combined/E9FC697ABC23E5D186257CE80027815B/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2014/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/097401C8CEC9DE5686257CE8002FBF43/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/097401C8CEC9DE5686257CE8002FBF43/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/896ED5B04F7E788186257CE8002FF6BF/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/598CBE6B5B929819862581AA0071D969/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-s65-general
http://www.accountingresearchmanager.com/#/combined/097401C8CEC9DE5686257CE8002FBF43/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/896ED5B04F7E788186257CE8002FF6BF/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/A4F2328A26AF2C19862575AA0046AFBA/accounting/fasb/fasb-codification/presentation/250-accounting-changes-and-error-corrections/10-overall/fasb-codification-presentation-250-10-45-other-presentation-matters-general
http://www.accountingresearchmanager.com/#/combined/A4F2328A26AF2C19862575AA0046AFBA/accounting/fasb/fasb-codification/presentation/250-accounting-changes-and-error-corrections/10-overall/fasb-codification-presentation-250-10-45-other-presentation-matters-general
http://www.accountingresearchmanager.com/#/combined/C1031931B1B62F6C862575AA0046C6E5/accounting/fasb/fasb-codification/presentation/250-accounting-changes-and-error-corrections/10-overall/fasb-codification-presentation-250-10-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/C1031931B1B62F6C862575AA0046C6E5/accounting/fasb/fasb-codification/presentation/250-accounting-changes-and-error-corrections/10-overall/fasb-codification-presentation-250-10-50-disclosure-general
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expects to recognize that amount as revenue (see ASC paragraph 606-10-

50-13). 

For contracts that were modified before the beginning of the earliest reporting period presented in 

accordance with Topic 606, an entity need not retrospectively restate the contract for those 

contract modifications in accordance with paragraphs 606-10-25-12 through 25-13. Instead, an 

entity should reflect the aggregate effect of all modifications that occur before the beginning of the 

earliest period presented in accordance with Topic 606 when: (1) identifying the satisfied and 

unsatisfied performance obligations, (2) determining the transaction price, and (3) allocating the 

transaction price to the satisfied and unsatisfied performance obligations. 

For any of the foregoing practical expedients that an entity uses, the entity should apply that 

expedient consistently to all contracts within all reporting periods presented and should disclose: 

(a) the expedients that have been used, and (b) a qualitative assessment of the estimated effect of 

applying each of those expedients, to the extent reasonably possible. 

Retrospectively with the cumulative effect of initially applying Topic 606 recognized at the date of 

initial application. Under this transition method, the entity (a) should recognize the cumulative 

effect of initially applying Topic 606 as an adjustment to the opening balance of retained earnings 

(or other appropriate components of equity in the balance sheet) of the annual reporting period 

that includes the date of initial application, and (b) may elect to apply the guidance retrospectively 

either to all contracts at the date of initial application or only to contracts that are not completed 

contracts at the date of initial application (e.g., January 1, 2018, for an entity with a December 31 

year-end). The entity should disclose whether it has applied this guidance to all contracts at the 

date of initial application or only to contracts that are not completed at the date of initial 

application. Under this transition method, the entity may apply the practical expedient for contract 

modifications in item 1(d) above. If an entity applies the practical expedient for contract 

modifications in item 1(d) above, it should comply with the guidance for practical expedients 

discussed in item 1 above. In addition, under this method, the entity should disclose the nature of 

and reason for the change in accounting principle and provide the following disclosures in 

reporting periods that include the date of initial application: 

a. The amount by which each financial statement line item is affected in the 

current reporting period by the application of Topic 606 as compared to the 

guidance that was in effect before the change; and  

b. An explanation of the reasons for significant changes.  

For purposes of the transition guidance under both methods above, the date of initial application is 

the start of the reporting period in which an entity first applies Topic 606 and a completed contract 

is a contract for which all (or substantially all) of the revenue was recognized in accordance with 

revenue guidance that is in effect before the date of initial application. 

 

http://www.accountingresearchmanager.com/#/combined/555D21C828AB3CC486257CE8002FC8A8/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/555D21C828AB3CC486257CE8002FC8A8/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/097401C8CEC9DE5686257CE8002FBF43/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/4012AEC557C2E7EC86257CE8002FC4CF/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/097401C8CEC9DE5686257CE8002FBF43/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/097401C8CEC9DE5686257CE8002FBF43/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/097401C8CEC9DE5686257CE8002FBF43/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/097401C8CEC9DE5686257CE8002FBF43/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/097401C8CEC9DE5686257CE8002FBF43/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-05-overview-and-background-general
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Have the following transitional disclosures related to ASC Topic 606 been made (ASC 606-10-65-

1): 

If retrospective method of adoption to each prior reporting period is used, have the following 

items been disclosed: 

The disclosures required in ASC paragraphs 250-10-50-1 through 50-2 in the period of adoption? 

(See ASC Topic 250, Accounting Changes and Error Corrections) 

Note: An entity need not disclose the effect of the changes on the current period, which otherwise 

is required by ASC paragraph 250-10-50-1(b)(2). However, an entity should disclose the effect of 

the changes on any prior periods that have been retrospectively adjusted. 

If a practical expedient is used to adopt ASC Topic 606, the expedients that have been used and, 

to the extent reasonably possible, a qualitative assessment of the estimated effect of applying each 

of the expedients used? 

If the cumulative effect method of adoption is used: 

Has the cumulative effect of initially applying ASC Topic 606 been recognized as an adjustment 

to the opening balance of retained earnings (or other appropriate components of equity in the 

balance sheet) of the annual reporting period that includes the date of initial application? 

Has disclosure been made as to whether the guidance has been applied to all contracts at the date 

of initial application or only to contracts that are not completed at the date of initial application 

(e.g., January 1, 2018, for an entity with a December 31 year-end)? 

Have disclosures been made of the amount by which each financial statement line item is affected 

in the current reporting period by the application of ASC Topic 606 as compared to the guidance 

that was in effect before the change, and an explanation of the reasons for significant changes? 

Has disclosure been made of the nature of and reason for the change in accounting principle? 

Compensation – Stock Compensation (ASC 718) 

Income Taxes Related Matters 

Added Added new Note and steps as follows: 

Note:  The presentation and disclosure requirements in item b below have been superseded by the 

amendments in ASU No. 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for 

Income Taxes, which is effective for public business entities for fiscal years beginning after 

December 15, 2020, and interim periods within those fiscal years. For all other entities, the 

requirements are effective for fiscal years beginning after December 15, 2021 and interim periods 

within fiscal years beginning after December 15, 2022. Thereafter, the presentation and disclosure 

requirements in item c below should be followed. Early adoption is permitted. (ASC 740-10-65-8) 

 

Have the tax benefit of tax-deductible dividends on allocated and unallocated ESOP shares been 

recognized in income taxes allocated to continuing operations? (ASC 718-740-45-7) 

 

Income Taxes (ASC 740) 

http://www.accountingresearchmanager.com/#/combined/097401C8CEC9DE5686257CE8002FBF43/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/896ED5B04F7E788186257CE8002FF6BF/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/896ED5B04F7E788186257CE8002FF6BF/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/C1031931B1B62F6C862575AA0046C6E5/accounting/fasb/fasb-codification/presentation/250-accounting-changes-and-error-corrections/10-overall/fasb-codification-presentation-250-10-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/9C2545C25992033A862575AA00469C8E/accounting/fasb/fasb-codification/presentation/250-accounting-changes-and-error-corrections/10-overall/fasb-codification-presentation-250-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/C1031931B1B62F6C862575AA0046C6E5/accounting/fasb/fasb-codification/presentation/250-accounting-changes-and-error-corrections/10-overall/fasb-codification-presentation-250-10-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/097401C8CEC9DE5686257CE8002FBF43/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/097401C8CEC9DE5686257CE8002FBF43/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/097401C8CEC9DE5686257CE8002FBF43/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/6FC229AC12A7413A862584D400743916/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2019/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/6FC229AC12A7413A862584D400743916/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2019/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/2BDFB8E581D77555862575BE00244772/accounting/fasb/fasb-codification/expenses/740-income-taxes/10-overall/fasb-codification-expenses-740-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/456780E95A4F1DC0862575AA005D33DB/accounting/fasb/fasb-codification/expenses/740-income-taxes/718-compensationstock-compensation/fasb-codification-expenses-718-740-45-other-presentation-matters-general
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Overall 

Modifed Modified and added Notes and Steps as follows: 

 

Note:   The presentation and disclosure requirements in item 6 below are prescribed by ASU No. 

2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes, which is 

effective for public business entities for fiscal years beginning after December 15, 2020, and 

interim periods within those fiscal years. For all other entities, the requirements are effective for 

fiscal years beginning after December 15, 2021 and interim periods within fiscal years beginning 

after December 15, 2022.  

 

Early adoption is permitted for: 

1. Public business entities for periods for which financial statements have not yet been 

issued. 

2. All other entities for periods for which financial statements have not yet been made 

available for issuance. 

 

An entity that elects early adoption of ASU No. 2019-12 in an interim period should 

reflect any adjustments as of the beginning of the annual period that includes that interim 

period. Additionally, an entity that elects early adoption should adopt all of the provisions 

of ASU No. 2019-12 in the same period.  

An entity should apply ASU No. 2019-12 as follows: 

1. On a retrospective basis for all periods presented for ASU No. 2019-12 related to the 

separate financial statements of legal entities that are both not subject to tax and 

disregarded by the taxing authority. Retrospective application is required only within the 

separate financial statements of those entities for which the election in ASU No. 2019-12 

is made. 

2. On a modified retrospective basis through a cumulative-effect 

adjustment to retained earnings as of the beginning of the fiscal year of adoption of ASU 

No. 2019-12 related to changes in ownership of foreign equity method investments or 

foreign subsidiaries. 

3. On a retrospective basis for all periods presented or a modified 

retrospective basis through a cumulative-effect adjustment to 

retained earnings as of the beginning of the fiscal year of adoption of ASU No. 2019-12 

related to franchise taxes that are partially based on income. 

On a prospective basis for all other amendments in ASU No. 2019-12. (ASC 740-10-65-8) 

 

http://www.accountingresearchmanager.com/#/combined/6FC229AC12A7413A862584D400743916/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2019/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/6FC229AC12A7413A862584D400743916/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2019/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/2BDFB8E581D77555862575BE00244772/accounting/fasb/fasb-codification/expenses/740-income-taxes/10-overall/fasb-codification-expenses-740-10-65-transition-and-open-effective-date-information-general
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Has an entity that is both not subject to tax and disregarded by the taxing authority that elects to 

include the allocated amount of current and deferred tax expense in its separately issued financial 

statements in accordance with ASC paragraph 740-10-30-27A disclosed that fact and provided the 

disclosures required by item 5 above? (ASC 740-10-50-17A) 

Note:   The presentation and disclosure requirements in item 7 below are prescribed by ASU No. 

2016-16, Income Taxes (Topic 740): Intra-Entity Transfers of Assets Other Than Inventory, which 

is effective on a modified retrospective basis for public business entities for annual periods 

beginning after December 15, 2017, and interim periods within those annual periods. For all other 

entities, the requirements are effective on a modified retrospective basis for annual periods 

beginning after December 15, 2018, and interim periods within annual periods beginning after 

December 15, 2019. Early adoption is permitted as of the beginning of an annual period for which 

financial statements (interim or annual) have not been issued or made available for issuance. (ASC 

740-10-65-5) 

 

Note:   The presentation and disclosure requirements in item 8 below are prescribed by ASU No. 

2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes, which is 

effective for public business entities for fiscal years beginning after December 15, 2020, and 

interim periods within those fiscal years. For all other entities, the requirements are effective for 

fiscal years beginning after December 15, 2021 and interim periods within fiscal years beginning 

after December 15, 2022. (ASC 740-10-65-8) 

Have the following transitional disclosures related to the adoption of ASU No. 2019-12 been 

made in the first fiscal year of adoption and in the interim periods within the first fiscal year of 

adoption (ASC 740-10-65-8): 

1. The nature of and reason for the change in accounting principle? 

2. The transition method? 

3. A qualitative description of the financial statement line items affected by the change? 

Fair Value Measurements and Disclosures (ASC 820) 

Added Added new Notes as follows: 

Note: These disclosure requirements do not apply to an investment within the scope of ASC 

paragraphs 820-10-15-4 through 15-5 for which fair value is measured using net asset value per 

share (or its equivalent, e.g., member units or an ownership interest in partners’ capital to which a 

proportionate share of net assets is attributed) as a practical expedient, in accordance with ASC 

paragraph 820-10-35-59. (ASC 820-10-50-2) 

 

Note:   The presentation and disclosure requirements in item 7 below are prescribed by ASU No. 

2020-01, Investments—Equity Securities (Topic 321), Investments—Equity Method and Joint 

Ventures (Topic 323), and Derivatives and Hedging (Topic 815): Clarifying the Interactions 

 

http://www.accountingresearchmanager.com/#/combined/6E51D8F100D5C6B8862575AA00295448/accounting/fasb/fasb-codification/expenses/740-income-taxes/10-overall/fasb-codification-expenses-740-10-30-initial-measurement-general
http://www.accountingresearchmanager.com/#/combined/159499AB76963B29862575AA0029CA02/accounting/fasb/fasb-codification/expenses/740-income-taxes/10-overall/fasb-codification-expenses-740-10-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/9D7EB21A13D1B19E86258056006179D6/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2016/intra-entity-transfers-of-assets-other-than-inventory
http://www.accountingresearchmanager.com/#/combined/9D7EB21A13D1B19E86258056006179D6/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2016/intra-entity-transfers-of-assets-other-than-inventory
http://www.accountingresearchmanager.com/#/combined/2BDFB8E581D77555862575BE00244772/accounting/fasb/fasb-codification/expenses/740-income-taxes/10-overall/fasb-codification-expenses-740-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/2BDFB8E581D77555862575BE00244772/accounting/fasb/fasb-codification/expenses/740-income-taxes/10-overall/fasb-codification-expenses-740-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/all-contents/csh-da-filter!WKUS-TAL-DOCS-PHC-%7B3f108cd7-3835-4234-b87e-33ff367bb5ea%7D--WKUS_TAL_12120%23fdcfbb96c7c2301c9d68c973db18706e
http://www.accountingresearchmanager.com/#/all-contents/csh-da-filter!WKUS-TAL-DOCS-PHC-%7B3f108cd7-3835-4234-b87e-33ff367bb5ea%7D--WKUS_TAL_12120%23fdcfbb96c7c2301c9d68c973db18706e
http://www.accountingresearchmanager.com/#/combined/2BDFB8E581D77555862575BE00244772/accounting/fasb/fasb-codification/expenses/740-income-taxes/10-overall/fasb-codification-expenses-740-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/6FC229AC12A7413A862584D400743916/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2019/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/2BDFB8E581D77555862575BE00244772/accounting/fasb/fasb-codification/expenses/740-income-taxes/10-overall/fasb-codification-expenses-740-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/797A52D9B4653DC58625763F006127E2/accounting/fasb/fasb-codification/broad-transactions/820-fair-value-measurement/10-overall/fasb-codification-broad-transactions-820-10-15-scope-and-scope-exceptions-general
http://www.accountingresearchmanager.com/#/combined/270CCE0B643CDFEB8625763F00613D53/accounting/fasb/fasb-codification/broad-transactions/820-fair-value-measurement/10-overall/fasb-codification-broad-transactions-820-10-35-subsequent-measurement-general
http://www.accountingresearchmanager.com/#/combined/C21E97BE9E943D6A862575AA00164331/accounting/fasb/fasb-codification/broad-transactions/820-fair-value-measurement/10-overall/fasb-codification-broad-transactions-820-10-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/BA5547052F1F158D862584F10082BBD3/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-asu-2020/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standar
http://www.accountingresearchmanager.com/#/combined/BA5547052F1F158D862584F10082BBD3/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-asu-2020/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standar
http://www.accountingresearchmanager.com/#/combined/BA5547052F1F158D862584F10082BBD3/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-asu-2020/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standar
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between Topic 321, Topic 323, and Topic 815, which is effective for public business entities for 

fiscal years and interim periods within those fiscal years, beginning after December 15, 2020. For 

all other entities, the requirements are effective for fiscal years and interim periods within those 

fiscal years, beginning after December 15, 2021.  

 

Early adoption is permitted, including early adoption in an interim period for: 

 

1. Public business entities for periods for which financial statements have not yet been 

issued. 

 

2. All other entities for periods for which financial statements have not yet been made 

available for issuance.  

 

An entity should apply ASU No. 2020-01 prospectively at the beginning of the interim period that 

includes the adoption date. (ASC 825-10-65-6) 

 

Have the following transitional disclosures related to the adoption of ASU No. 2020-01 been 

made in the interim and annual periods of adoption (ASC 825-10-65-6): 

The nature of and reason for the change in accounting principle? 

The transition method? 

A qualitative description of the financial statement line items affected by the change? 

Reference Rate Reform (ASC 848) 

New New Section with following steps: 

Note:  The presentation and disclosure requirements in items 1 and 2 below are prescribed by 

ASU No. 2020-04, Reference Rate Reform (Topic 848): Facilitation of the Effects of Reference 

Rate Reform on Financial Reporting, which is effective for all entities as of March 12, 2020 

through December 31, 2022. (ASC 848-10-65-1) 

Note:   For purposes of transition related to ASC Topic 848, an entity should apply the guidance 

in items 1 and 2 below as follows: (ASC 848-10-65-1) 

 

An entity may elect to apply ASU No. 2020-04 for contract modifications by ASC Topic or 

Industry Subtopic as of any date from the beginning of an interim period that includes or is 

subsequent to March 12, 2020, or prospectively from a date within an interim period that includes 

or is subsequent to March 12, 2020, up to the date that the financial statements are available to be 

issued. Once elected for an ASC Topic or an Industry Subtopic, ASU No. 2020-04 should be 

 

http://www.accountingresearchmanager.com/#/combined/BA5547052F1F158D862584F10082BBD3/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-asu-2020/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standar
http://www.accountingresearchmanager.com/#/combined/BA5547052F1F158D862584F10082BBD3/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-asu-2020/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standar
http://www.accountingresearchmanager.com/#/combined/9D03B2273DB8A9AA862575CB006D5F38/accounting/fasb/fasb-codification/broad-transactions/825-financial-instruments/10-overall/fasb-codification-broad-transactions-825-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/BA5547052F1F158D862584F10082BBD3/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-asu-2020/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standar
http://www.accountingresearchmanager.com/#/combined/9D03B2273DB8A9AA862575CB006D5F38/accounting/fasb/fasb-codification/broad-transactions/825-financial-instruments/10-overall/fasb-codification-broad-transactions-825-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/46B75CD2248130A78625852900641926/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2020/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/46B75CD2248130A78625852900641926/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2020/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/6BCB98383ED8DF028625852900645F02/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/10-overall/fasb-codification-broad-transactions-848-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/140163DECCE3BBEF86258529006458ED/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/10-overall/fasb-codification-broad-transactions-848-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/46B75CD2248130A78625852900641926/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2020/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
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applied prospectively for all eligible contract modifications for that ASC Topic or Industry 

Subtopic in accordance with ASC paragraph 848-20-35-1. 

An entity may elect to apply ASU No. 2020-04 to eligible hedging relationships existing as of the 

beginning of the interim period that includes March 12, 2020 and to new eligible hedging 

relationships entered into after the beginning of the interim period that includes March 12, 2020. 

If an entity elects to apply any of the provisions of ASU No. 2020-04 for an eligible hedging 

relationship existing as of the beginning of the interim period that includes March 12, 2020, any 

adjustments as a result of those elections should be reflected as of the beginning of that interim 

period and recognized in accordance with ASC Subtopics 848-30, 848-40, and 848-50 (as 

applicable). If an entity elects to apply any of the provisions of ASU No. 2020-04 for a new 

hedging relationship entered into between the beginning of the interim period that includes March 

12, 2020 and March 12, 2020, any adjustments as a result of those elections should be reflected as 

of the beginning of the hedging relationship and recognized in accordance with ASC Subtopics 

848-30, 848-40, and 848-50 (as applicable). 

For private companies that are not financial institutions as described in ASC paragraph 942-320-

50-1 and not-for-profit entities (except for not-for-profit entities that have issued, or are a conduit 

bond obligor for, securities that are traded, listed, or quoted on an exchange or an over-the-

counter market), an entity should update its hedge documentation (as applicable) noting the 

changes made before the next interim (if applicable) or annual financial statements are available 

to be issued. 

For all other entities, an entity should update its hedge documentation (as applicable) noting the 

changes made no later than when the entity performs its first quarterly assessment of effectiveness 

after the election. 

Note:  ASU No. 2020-04 should not be applied to all the following: (ASC 848-10-65-1) 

 

1.   Contract modifications made after December 31, 2022. 

 

2.   New hedging relationships entered into after December 31, 2022. 

 

3.   Hedging relationships evaluated for periods after December 31, 2022, except for 

hedging relationships existing as of December 31, 2022, that apply the following 

optional expedients in ASC Subtopics 848-30 and 848-40 that should be retained 

through the end of the hedging relationship (including for periods evaluated after 

December 31, 2022): 

 

a.   An optional expedient to the systematic and rational method used to recognize in 

earnings the components excluded from the assessment of effectiveness in ASC 

paragraph 848-30-25-12. 

 

http://www.accountingresearchmanager.com/#/combined/6C5A4B88B85DD90E86258529006463B5/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/20-contract-modifications/fasb-codification-broad-transactions-848-20-35-subsequent-measurement-general
http://www.accountingresearchmanager.com/#/combined/46B75CD2248130A78625852900641926/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2020/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/46B75CD2248130A78625852900641926/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2020/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/86A8C421769AD8A38625852900646780/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/30-hedginggeneral/fasb-codification-broad-transactions-848-30-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/1AC4BD8CD0E720F786258529006470DD/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/40-fair-value-hedges/fasb-codification-broad-transactions-848-40-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/A981CB911BD673FF86258529006475EA/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/50-cash-flow-hedges/fasb-codification-broad-transactions-848-50-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/B8AB0742872EDF71862575AA006452BD/accounting/fasb/fasb-codification/industry/942-financial-servicesdepository-and-lending/320-investmentsdebt-and-equity-securities/fasb-codification-industry-942-320-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/B8AB0742872EDF71862575AA006452BD/accounting/fasb/fasb-codification/industry/942-financial-servicesdepository-and-lending/320-investmentsdebt-and-equity-securities/fasb-codification-industry-942-320-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/46B75CD2248130A78625852900641926/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2020/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/6BCB98383ED8DF028625852900645F02/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/10-overall/fasb-codification-broad-transactions-848-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/86A8C421769AD8A38625852900646780/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/30-hedginggeneral/fasb-codification-broad-transactions-848-30-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/1AC4BD8CD0E720F786258529006470DD/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/40-fair-value-hedges/fasb-codification-broad-transactions-848-40-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/11338FDB71B0BD478625852900646B8C/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/30-hedginggeneral/fasb-codification-broad-transactions-848-30-25-recognition-general
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      b.   An optional expedient to the rate to discount cash flows associated with the 

hedged item and any adjustment to the cash flows for the designated term or the 

partial term of the designated hedged item in a fair value hedge in ASC 

paragraph 848-40-25-6. 

 

c. An optional expedient to not periodically evaluate the conditions in ASC 

paragraph 815-20-25-104(d) and (g) when using the shortcut method for a fair 

value hedge in ASC paragraph 848-40-25-8. 

Note:   An entity may elect the optional expedients in ASC Subtopics 848-30, 848-40, and 848-50 

if it has adopted the amendments in ASU No. 2017-12, Derivatives and Hedging (Topic 

815): Targeted Improvements to Accounting for Hedging Activities. (ASC 848-10-65-1) 

 

An entity that has not adopted the amendments in ASU No. 2017-12 may elect the following 

optional expedients in ASC Subtopics 848-30, 848-40, and 848-50: 

 

1.         An optional expedient allowing changes in critical terms of a hedging relationship 

in ASC paragraphs 848-30-25-3 through 25-7. 

 

2.         An optional expedient allowing a change to the method designated for use in 

assessing hedge effectiveness in a cash flow hedge in ASC paragraph 848-30-

25-8 if the optional expedient method being elected is the simplified hedge 

accounting approach for eligible private companies for initial hedge 

effectiveness in ASC paragraph 848-50-25-8 or for subsequent hedge 

effectiveness in ASC paragraph 848-50-35-7. 

 

3.         An optional expedient allowing an entity to assume that the hedged forecasted 

transaction in a cash flow hedge is probable of occurring in ASC paragraph 848-

50-25-2. 

 

4.         An optional expedient allowing an entity to assume that the reference rate will not 

be replaced for the remainder of the hedging relationships in ASC paragraph 

848-50-25-11(a) for initial hedge effectiveness and ASC paragraph 848-50-35-

17(a) for subsequent hedge effectiveness when the entity is using any of the 

methods for assessing and measuring hedge effectiveness in a cash flow hedge 

on a quantitative basis and if both the hedged forecasted transaction and the 

hedging instrument have a reference rate that meets the scope of ASC paragraph 

848-10-15-3. 

 

5.         An optional expedient allowing an entity to disregard certain requirements of the 

simplified hedge accounting approach for eligible private companies for initial hedge 

http://www.accountingresearchmanager.com/#/combined/33CFE21CCFF90C69862585290064735F/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/40-fair-value-hedges/fasb-codification-broad-transactions-848-40-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/F8D2DBC018B311E3862575AA000BE455/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/33CFE21CCFF90C69862585290064735F/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/40-fair-value-hedges/fasb-codification-broad-transactions-848-40-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/86A8C421769AD8A38625852900646780/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/30-hedginggeneral/fasb-codification-broad-transactions-848-30-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/1AC4BD8CD0E720F786258529006470DD/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/40-fair-value-hedges/fasb-codification-broad-transactions-848-40-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/A981CB911BD673FF86258529006475EA/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/50-cash-flow-hedges/fasb-codification-broad-transactions-848-50-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/394FF744D8FA7A8E8625818A0054FD29/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/targeted-improvements-to-accounting-for-hedging-activities
http://www.accountingresearchmanager.com/#/combined/6BCB98383ED8DF028625852900645F02/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/10-overall/fasb-codification-broad-transactions-848-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/11338FDB71B0BD478625852900646B8C/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/30-hedginggeneral/fasb-codification-broad-transactions-848-30-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/11338FDB71B0BD478625852900646B8C/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/30-hedginggeneral/fasb-codification-broad-transactions-848-30-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/11338FDB71B0BD478625852900646B8C/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/30-hedginggeneral/fasb-codification-broad-transactions-848-30-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/1A926A7F97B80F9C86258529006478B9/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/50-cash-flow-hedges/fasb-codification-broad-transactions-848-50-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/DDB715FCC781615E8625852900647A75/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/50-cash-flow-hedges/fasb-codification-broad-transactions-848-50-35-subsequent-measurement-general
http://www.accountingresearchmanager.com/#/combined/1A926A7F97B80F9C86258529006478B9/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/50-cash-flow-hedges/fasb-codification-broad-transactions-848-50-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/1A926A7F97B80F9C86258529006478B9/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/50-cash-flow-hedges/fasb-codification-broad-transactions-848-50-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/1A926A7F97B80F9C86258529006478B9/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/50-cash-flow-hedges/fasb-codification-broad-transactions-848-50-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/1A926A7F97B80F9C86258529006478B9/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/50-cash-flow-hedges/fasb-codification-broad-transactions-848-50-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/DDB715FCC781615E8625852900647A75/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/50-cash-flow-hedges/fasb-codification-broad-transactions-848-50-35-subsequent-measurement-general
http://www.accountingresearchmanager.com/#/combined/DDB715FCC781615E8625852900647A75/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/50-cash-flow-hedges/fasb-codification-broad-transactions-848-50-35-subsequent-measurement-general
http://www.accountingresearchmanager.com/#/combined/0C7B47DF6F57053C8625852900645A7E/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/10-overall/fasb-codification-broad-transactions-848-10-15-scope-and-scope-exceptions-general
http://www.accountingresearchmanager.com/#/combined/0C7B47DF6F57053C8625852900645A7E/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/10-overall/fasb-codification-broad-transactions-848-10-15-scope-and-scope-exceptions-general
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Type of 

Change Description of Change Roll Forward and Update Content Considerations 

effectiveness in ASC paragraph 848-50-25-8 or for subsequent hedge effectiveness in 

ASC paragraph 848-50-35-7 in a cash flow hedge. 

 

Note:   The one-time election to sell, transfer, or both sell and transfer debt securities classified as 

held to maturity in accordance with ASC paragraphs 848-10-35-1 through 35-2 may be made at 

any time after March 12, 2020, but no later than December 31, 2022. (ASC 848-10-65-1) 

Has an entity that has applied the one-time election to sell, transfer, or both sell and transfer debt 

securities classified as held to maturity in accordance with ASC paragraphs 848-10-35-1 through 

35-2 applied the disclosure requirements in ASC paragraph 320-10-50-10 for the sale or transfer 

of debt securities classified as held to maturity? (ASC 848-10-50-1) 

Have the nature of and reason for the change in accounting principle related to the adoption of 

ASU No. 2020-04 been made in each interim and annual period in the fiscal period of adoption? 

(ASC 848-10-65-1) 

 

Audit Programs (AUDs) 
 

Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference Roll Forward Considerations 

AUD-100 Engagement-Level Tailoring Questions  

Added New TQ, “Is the auditor engaged to report on Key Audit 

Matters?”.  

 

Please review KCO-003 Answer Effects for the 

Engagement-Level Tailoring Questions Workpaper for all 

show/hide based on this new TQ.  

TQ Table    

AUD-101 Overall Audit Program  

Added New TQ, “Is the auditor engaged to report on Key Audit 

Matters?” which will flow from AUD-100. 

 

Please review KCO-003 Answer Effects for the 

Engagement-Level Tailoring Questions Workpaper for al 

functioning of this new TQ. 

TQ Table    

Modified Updated multiple practice points for SAS Nos. 134 – 140. Procedures New or 

Revised 

Guidance 

SAS Nos. 134 - 

140 

 

http://www.accountingresearchmanager.com/#/combined/1A926A7F97B80F9C86258529006478B9/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/50-cash-flow-hedges/fasb-codification-broad-transactions-848-50-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/DDB715FCC781615E8625852900647A75/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/50-cash-flow-hedges/fasb-codification-broad-transactions-848-50-35-subsequent-measurement-general
http://www.accountingresearchmanager.com/#/combined/2B6713EFA40650668625852900645C54/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/10-overall/fasb-codification-broad-transactions-848-10-35-subsequent-measurement-general
http://www.accountingresearchmanager.com/#/combined/6BCB98383ED8DF028625852900645F02/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/10-overall/fasb-codification-broad-transactions-848-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/2B6713EFA40650668625852900645C54/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/10-overall/fasb-codification-broad-transactions-848-10-35-subsequent-measurement-general
http://www.accountingresearchmanager.com/#/combined/2B6713EFA40650668625852900645C54/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/10-overall/fasb-codification-broad-transactions-848-10-35-subsequent-measurement-general
http://www.accountingresearchmanager.com/#/combined/6DCBB5D4EBF8933F862580E30026B24A/accounting/fasb/fasb-codification/assets/320-investmentsdebt-and-equity-securities/10-overall/fasb-codification-assets-320-10-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/7C57DFE9FB889D9F8625852900645D8A/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/10-overall/fasb-codification-broad-transactions-848-10-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/46B75CD2248130A78625852900641926/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2020/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/6BCB98383ED8DF028625852900645F02/accounting/fasb/fasb-codification/broad-transactions/848-reference-rate-reform/10-overall/fasb-codification-broad-transactions-848-10-65-transition-and-open-effective-date-information-general
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference Roll Forward Considerations 

Modified Throughout document, updated references to “financial 

statements” to include the disclosures.  

Procedures New or 

Revised 

Guidance 

SAS No. 134  

Modified Under “Project Management Considerations” modified step 

to include allowance for uncollectibles and contractual 

allowances.  The step now reads as follows: 

 

Although preliminary engagement activities typically are not 

designed specifically to obtain audit evidence, post 

information on the following matters that may have been 

identified to the Communication Hub: 

e. Certain risks of material misstatement; 

f. Internal control deficiencies; 

g. Fraud risk factors; 

h. Noncompliance with laws and regulations; 

i. Litigation and claims; 

j. Potential contingencies; 

k. Significant estimates, including fair value 

measurements, allowance for uncollectibles, 

contractual allowances and revenue recognition; 

l. Misstatements; and 

m. Other information that should be considered in 

other phases of the audit. 

Procedures Enhancement   

Modified Under “Risk Assessment Procedures: Obtaining an 

Understanding of the Entity and its Environment” modified 

step which now reads: 

 

Obtain an understanding of the entity’s business purpose (or 

lack thereof) for significant unusual transactions and whether 

that suggests the transactions may have been entered into to 

engage in fraudulent financial reporting or conceal 

misappropriation of assets. In obtaining such an 

understanding, consider the following: 

a. Whether the structure of such transactions is 

unnecessarily complex (e.g., involving multiple 

Procedures New or 

Revised 

Guidance 

SAS No. 135 Step will reset on roll forward based on content 

changes. 
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference Roll Forward Considerations 

entities within a consolidated group or unrelated 

third parties). 

b. Whether management has informed those charged 

with governance about the nature of and accounting 

for such transactions. 

c. Whether management is emphasizing the need for a 

particular accounting treatment over the economic 

substance of the transaction. 

d. Whether those charged with governance have 

reviewed and approved transactions that involve 

unconsolidated related parties. 

e. Whether the transactions involve related parties or 

relationships or transactions with related parties 

previously undisclosed to the auditor. 

f. Whether transactions involve other parties that are 

unable to support the transaction without assistance 

from the entity being audited or any related party of 

the entity. 

g. Whether transactions lack commercial or economic 

substance or are part of a larger series of 

interconnected arrangements that lack commercial 

or economic substance individually or in the 

aggregate (e.g., a transaction is entered into shortly 

prior to period end and is unwound shortly after 

period end). 

h. Whether transactions occur with a party that falls 

outside the definition of a related party (as defined 

by the applicable financial reporting framework), 

with either party able to negotiate terms that may 

not be available for other, more clearly independent 

parties on an arm's-length basis. 

i. Whether transactions exist to enable the entity to 

achieve certain financial targets. 

Modified Under “Risk Assessment Procedures: Obtaining an 

Understanding of the Entity and its Environment” modified 

step which now reads: 

 

Procedures New or 

Revised 

Guidance 

SAS No. 135 Step will retain on roll forward is user selects 

to keep all responses on roll forward. 
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference Roll Forward Considerations 

Review the minutes from board of directors’ meetings, other 

relevant committee meetings, and summaries of actions of 

recent meetings for which minutes have not yet been 

prepared. 

Modified Under “Risk Assessment Procedures: Obtaining an 

Understanding of the Entity and its Environment” modified 

step which now reads: 

 

Identify and document relevant assertions and relevant 

related controls for the following: 

a. Significant classes of transactions; 

b. Significant account balances; and 

c. Significant financial statement disclosures (both the 

qualitative and quantitative aspects) and disclosure 

expectations. 

Procedures New or 

Revised 

Guidance 

SAS No. 134 Step will retain on roll forward is user selects 

to keep all responses on roll forward. 

Modified Under “Risk Assessment Procedures: Obtaining an 

Understanding of the Entity and its Environment” modified 

step which now reads: 

 

Identify and document the following: 

a. Potential litigation and claims; 

b. Commitments and contingencies; 

c. Concentrations of risk; 

d. Related-party transactions and relationships, 

including ownership structure; 

e. Significant management estimates and judgments;  

f. New or significant accounting issues; and 

g. Other areas requiring special audit consideration. 

Procedures New or 

Revised 

Guidance 

SAS No. 135 Step will retain on roll forward is user selects 

to keep all responses on roll forward. 

Modified Under “Risk Assessment Procedures: Evaluating the Design 

of Internal Controls” modified step which now reads: 

 

Perform risk assessment procedures at the relevant assertion-

level to identify and assess the risks of material misstatement 

for all significant account balances, classes of transactions, 

and both the qualitative and quantitative aspects of 

disclosures; including consideration of information 

Procedures New or 

Revised 

Guidance 

SAS No. 134 Step will retain on roll forward is user selects 

to keep all responses on roll forward. 
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference Roll Forward Considerations 

technology (IT) and “what could go wrong,” taking into 

account activity-level controls.  

Modified Under “Designing Audit Procedures in Response to 

Assessed Risks” modified step which now reads: 

 

Design further audit procedures to respond to the assessed 

risks of material misstatement at the relevant assertion level, 

including the risks of management override of internal 

controls and intentional misstatement, providing a clear link 

between the nature, timing, and extent of audit procedures 

and the risk assessments due to fraud or error. The further 

audit procedures must address all relevant assertions related 

to each significant account balance, class of transactions, and 

disclosure, as well as the financial statement closing process 

and should take into consideration the reasons for the 

assessed risk of material misstatement at the assertion level.  

Procedures may include: 

Procedures New or 

Revised 

Guidance 

SAS No. 134 Step will retain on roll forward is user selects 

to keep all responses on roll forward. 

Modified Under “Evaluating, Concluding and Reporting Procedures” 

modified step which now reads: 

Reevaluate the established materiality level or levels, 

including performance materiality, and tolerable 

misstatement when due to changes in circumstances or when 

information comes to the auditor’s attention, such as: 

a. Materiality level or levels, including performance 

materiality, and tolerable misstatement were 

established initially based on estimated or 

preliminary financial statement amounts that differ 

significantly from actual amounts.  

b. Events or changes in conditions occurring after the 

materiality level or levels, including performance 

materiality, or tolerable misstatement were 

established initially are likely to influence the 

judgment made by a reasonable user based on the 

financial statements. 

Procedures New or 

Revised 

Guidance 

SAS No. 138 Step will retain on roll forward is user selects 

to keep all responses on roll forward. 

Add Under “Evaluating, Concluding and Reporting Procedures” 

added step which reads: 

 

Procedures New or 

Revised 

Guidance 

SAS No. 134  
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference Roll Forward Considerations 

If engaged to report on key audit matters, select and 

document, from among the matters communicated with those 

charged with governance that required significant auditor 

attention, those matters that, in the auditor’s judgment, were 

of most significance in the audit of the financial statements 

of the current period and that, therefore, are the key audit 

matters.  

 

Step will show/hide based on new TQ, noted above.  

AUD-201 Audit Program: Opening Balances and Additional Audit Procedures for an Initial or Reaudit Engagement  

Added Added two new TQs, that flow from AUD-100: 

Is this a new or recurring engagement? 

Is the auditor engaged to report on Key Audit Matters? 

 

Please review KCO-003 Answer Effects for the 

Engagement-Level Tailoring Questions Workpaper for al 

functioning of this new TQ. 

TQ Table    

Modify Minor wording changes Purpose, 

Instructions 

Clarification   

Modify Modified instructions to discuss significant unusual 

transactions 

Instructions New or 

Revised 

Guidance 

SAS No. 135  

Add Added step 1 under “accepting the engagement” which reads 

as follows: 

 

In accepting the engagement, we have considered:  

a. Arrangements to be made with the predecessor 

auditor (e.g., to review the predecessor auditor's 

audit workpapers); 

b. Any major issues discussed with management or 

those charged with governance regarding the initial 

selection as auditors and how these issues affect the 

overall audit strategy and audit plan; 

c. The assignment of personnel possessing the 

appropriate characteristics and qualifications to 

Procedures Clarification   
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Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference Roll Forward Considerations 

enable them to perform competently and to 

successfully execute the engagement; 

d. Other procedures required by the firm's quality 

control system for initial audit engagements (e.g., 

the involvement of another senior individual to 

review the overall audit strategy before starting the 

audit or to review the audit report before it is 

issued); and 

e. The procedures planned to obtain audit evidence 

regarding opening balances. 

 

This new step will show if the new TQ flowing into this 

form, “Is this a new or recurring engagement?” is answered 

as “New” in AUD-100. 

Modify Reorganized many steps to improve workflow. Procedures Improved 

workflow 

  

Add Added step “No Predecessor Auditor” with specific 

procedures that may be performed in new engagements when 

there is no predecessor auditor, replacing the existing generic 

step. 

Procedures Enhancement   

Modify Split step 11 under “Predecessor Auditor” (previously step 

6) into two steps which read as follows: 

 

We reviewed the predecessor auditor’s report on the 

financial statements and other reports and documents as 

necessary (such as the management letter or communication 

of significant deficiencies in internal control, attorney 

response letters to audit inquiries, and the management 

representation letter). 

 

We reviewed the predecessor auditor’s permanent file 

documents that are pertinent to the audit (such as articles of 

incorporation, partnership agreements and other significant 

agreements, and legal documents). 

Procedures   The first step will retain on roll forward if user 

selects to keep all responses on roll forward. 

The second step is considered new. 

Add Added step regarding key audit matters: 

 

Procedures New or 

Revised 

Guidance 

SAS No. 134  



 

© 2020 CCH Incorporated and/or Its Affiliates. All Rights Reserved. KCO-001 Page 39 of 65 

Knowledge-Based Audits of Health Care Entities 

Type of 

Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference Roll Forward Considerations 

If we are engaged to report on key audit matters and we 

encountered significant difficulty in obtaining sufficient 

appropriate audit evidence about whether the opening 

balances contain misstatements that materially affect the 

current period’s financial statements, we determined whether 

the issue is a key audit matter that requires communication in 

the auditor’s report. 

 

Step will show based on new TQ, noted above. 

AUD-601 Audit Program: Testing and Evaluating Internal Auditors Work  

Modify Under “Section I: Using the work of the Internal Audit 

Function in Obtaining Audit Evidence” modified step 6 

which now reads as follows: 

 

We performed additional procedures on the work performed 

by internal audit sufficient to determine whether the work 

was adequate for the purpose of the engagement.  Additional 

procedures may include the following: 

• Making inquiries of appropriate individuals within 

the internal audit function, including inquiries about 

the risks of fraud and whether they are aware if the 

entity has entered into any significant unusual 

transactions. 

• Observing procedures performed by the internal 

audit function. 

• Reviewing the internal audit function’s work 

program and working papers. 

Procedures New or 

Revised 

Guidance 

SAS No. 135 Step will retain on roll forward if user selects to 

keep all responses on roll forward.  

AUD-602 Audit Program: Involvement of a Component Auditor  

Modify Under “Communications with the Component Auditor” 

modified step 5g, which now reads as follows: 

A list of related parties prepared by group management, and 

any other related parties that we are aware of, including the 

nature of the entity's relationships and transactions with 

those related parties.  Also, a request that the component 

auditor notify us when he or she becomes aware of any other 

related party entities during his or her audit procedures that 

have not been previously identified. 

Procedures New or 

Revised 

Guidance 

SAS No. 135 Step will retain on roll forward if user selects to 

keep all responses on roll forward.  
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Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference Roll Forward Considerations 

AUD-701 Audit Program: Designing Tests of Controls  

Modify Updated purpose with examples of circumstances when risks 

for substantive procedures alone cannot provide sufficient 

appropriate audit evidence at the relevant assertion level. 

Purpose Enhancement   

AUD-800 Audit Program: Custom through AUD-827 Audit Program: Business Combinations  

Modify Modified instructions to provide additional guidance related 

to specific risks and assertion level risks. 

Instructions    

AUD-802A Audit Program: Investments   

Modify Removed tailoring question and procedures for entities who 

have not adopted ASU No. 2016-01; Minor wording 

changes. 

Procedures    

Modify Modified step 1(a) under “Debt and Equity Investments – 

Detailed Analysis 

 

The classification of the investments (i.e., held for trading, 

available for sale, or held to maturity, as appropriate under 

the applicable financial reporting framework). 

Procedures Enhancement  Step will reset on roll forward due to content 

changes. 

Modify Modified step under “Transfers between Categories” as 

follows: 

 

We evaluated whether any transfers between classifications 

of investment securities have been properly made and 

recorded in accordance with the applicable financial 

reporting framework. 

Procedures Enhancement  Step will retain on roll forward if user selects to 

keep all responses on roll forward.  

Modify New section added: 

Equity Securities 

Procedures Enhancement   

Modify Modified steps “Investments in Closely Held Corporations 

or Partnerships – Proper Accounting” and “Joint Ventures 

Equity Method – Proper Accounting” to include evaluating 

management’s process for identifying conditions or events 

that would require a change to the accounting. 

Procedures Enhancement  Steps modified will retain on roll forward if 

user selects to keep all responses on roll 

forward.  

AUD-803 Audit Program: Patient Accounts Receivable and Net Patient Service Revenue  
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Change Description of Change Location 

Based on 

Standard Y/N 

Standard 

Reference Roll Forward Considerations 

Delete Removed TQ, “Has the entity adopted ASC Topic 606?”. TQ Table    

Modify Added practice points regarding considerations related to 

COVID-19. 

Procedures Enhancement   

Modify Modified substep b under step “Allowance for Uncollectible 

Accounts” to include consideration of management’s 

consistency of the entity’s system and methodology. 

Procedures Enhancement   

Modify Modified step “Significant Sales Transactions Executed with 

Related Parties” to address the business purpose of 

significant sales transactions executed with related parties 

Procedures New or 

Revised 

Guidance 

SAS No. 135 Step will retain on roll forward if user selects to 

keep all responses on roll forward.  

Delete Deleted steps “Revenue Recognition”, “Retrospective 

Application of Revenue Recognition Standard”, and 

“Revenue Recognition Transitional Disclosures” for entities 

who have not adopted ASC Topic 606 

Procedures    

Modify Updated the following steps to focus on the audit procedures 

rather than specific accounting requirements: 

• “Management’s Analysis of Revenue Streams” 

(Previously “Management’s Analysis of Revenue 

Streams under ASC Topic 606”) 

• “Identify and Understand Revenue Streams” 

(Previously “Identify and Understand Revenue 

Streams under ASC Topic 606”) 

• “Application of Five Step Process (U.S. GAAP and 

IFRS only)” (Previously “Application of Five Step 

Process under ASC Topic 606”) 

Procedures   Steps will retain on roll forward if user selects 

to keep all responses on roll forward.  

Modify Modified step “Understanding Revenue Streams” 

(previously Understanding Revenue Streams under ASC 

Topic 606) to remove consideration of lease classification. 

Procedures Improved 

Workflow 

 Steps will retain on roll forward if user selects 

to keep all responses on roll forward.  

Modify Modified substep f under “Assessing Management’s 

Conclusion” to discuss business purpose of the contract. 

Procedures New or 

Revised 

Guidance 

SAS No. 135 Step will retain on roll forward if user selects to 

keep all responses on roll forward.  

AUD-807 Audit Program: Intangible Assets  

Modify Updated the following steps to focus on the audit procedures 

rather than specific accounting requirements: 

“Impairment Testing – Goodwill (When NOT Electing the 

Accounting Alternative)” 

Procedures   Steps c and d under this program step will reset 

on roll forward due to content changes.  
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Based on 

Standard Y/N 
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Reference Roll Forward Considerations 

AUD-808 Audit Program: Property and Equipment, and Depreciation  

Modify Updated the following steps to focus on the audit procedures 

rather than specific accounting requirements: 

• “Property Roll Forward” 

• “Lease Classification Testing” 

Procedures   Step under “Property Roll Forward” will retain 

on roll forward if user selects to keep all 

responses.  

 

Step b and d under “Lease Classification 

Testing” has been removed and a new step d 

has been added. 

AUD-813 Audit Program: Income Taxes  

Modify Added practice points regarding considerations related to 

COVID-19. 

Procedures Enhancement   

Modify Updated the following steps to focus on the audit procedures 

rather than specific accounting requirements: 

“Accounting for the Effects of Changes in Tax Laws” 

Procedures   Steps will retain on roll forward if user selects 

to keep all responses on roll forward.  

AUD-815 Audit Program: Debt Obligations  

Modify Minor wording changes Procedures    

AUD-818 Audit Program: Other Income and Expense  

Modify Added practice points regarding considerations related to 

COVID-19. 

Procedures Enhancement   

AUD-819 Audit Program: Journal Entries   

Modify Modified substep g under “Testing of Journal Entries and 

Other Adjustments” which now reads as follows: 

 

We selected and tested journal entries and other adjustments 

by obtaining supporting documentation of the nature and 

purpose of the journal entry, including whether the entry was 

properly authorized. In determining the items selected for 

testing and the nature, timing, and extent of such testing, we 

considered the following: 

Unusual journal entries or other adjustments processed. 

Procedures New or 

Revised 

Guidance 

SAS No. 135 Step will be reset on roll forward due to content 

changes. 

AUD-820 Audit Program: Related-Party Transactions  
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Added Added two new TQs as follows:  

 

Have we identified significant unusual transactions while 

performing applicable audit procedures? 

 

Have we identified related-party transactions that are 

required to be disclosed in the financial statements or are 

determined to be a significant risk? 

TQ Table    

Modify Modified the following steps for new requirements: 

• “Existence of Related Parties” 

• “Significant Unusual Transactions Identified” 

• “Related-Party Transactions Required to Be 

Disclosed or Determined to Be a Significant Risk” 

(previously “Transactions Outside the Normal 

Course of Business”) 

• “Arrangements or Information That Suggests the 

Existence of Related-Party Relationships” 

• “Related-Party Transactions, Identified” 

• “Those Charged with Governance” 

Procedures New or 

Revised 

Guidance 

SAS No. 135 Many steps will reset on roll forward due to 

content changes. 

AUD-821 Audit Program: Fair Value Measurements and Disclosures  

Modify Modified steps “Third-Party Pricing Agency” and “Fair 

Value Procedures” with additional procedures the auditor 

may perform. 

Procedures Enhancement  All modified steps will retain on roll forward if 

user selects to keep all responses on roll 

forward.  

AUD-822 Audit Program: Variable Interest Entities  

Modify Minor wording changes Procedures    

Modify Modified the multiple steps with additional procedures the 

auditor may perform: 

• “U.S. GAAP Private Company VIE Accounting 

Alternative Criteria (Prior to Adoption of ASU 

2018-17)” (previously “PCC VIE Accounting 

Alternative Criteria (Prior to Adoption of ASU 

2018-17)”) 

Procedures Enhancement  These steps modified for this wording will 

retain on roll forward if user selects to keep all 

responses on roll forward.  
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• “U.S. GAAP Private Company VIE Accounting 

Alternative Criteria (Upon Adoption of ASU 2018-

17)” (previously “PCC VIE Accounting Alternative 

Criteria (Upon Adoption of ASU 2018-17)”) 

Modify Adding the following step to sections, “U.S. GAAP Private 

Company VIE Accounting Alternative Criteria (Prior to 

Adoption of ASU 2018-17, Consolidation (Topic 810): 

Targeted Improvements to Related Party Guidance for 

Variable Interest Entities)” and “U.S. GAAP Private 

Company VIE Accounting Alternative Criteria (Upon 

Adoption of ASU 2018-17, Consolidation (Topic 810): 

Targeted Improvements to Related Party Guidance for 

Variable Interest Entities) as follows:  

 

The reporting entity has provided the required disclosures 

about its involvement with and exposure to the lessor entity 

under common control. 

Procedures New or 

Revised 

Guidance 

SAS No. 135  

Modify Modified step b under “Procedures Performed, Evidence 

Obtained, and Conclusions Reached” to specifically address 

related-party relationships and transactions. 

Procedures New or 

Revised 

Guidance 

SAS No. 135 Step will retain on roll forward if user selects to 

keep all responses on roll forward.  

AUD-823 Audit Program: Share-Based Payments  

Modify Updated step c to focus on the audit procedures rather than 

specific accounting requirements: 

“Amortize the Compensation Expense” 

Procedures   Step will reset on roll forward due to content 

changes. 

AUD-825 Audit Program: Accounting Estimates  

Modify Added TQ, “Have we identified management bias?”.  TQ Table    

Modify Modified the following steps based on guidance from the 

Center for Audit Quality (CAQ): 

• “Estimates, Including Fair Value Estimates” 

• “Requirements of Financial Reporting Framework” 

• “Accounting Estimates that Give Rise to Significant 

Risks, Substantive Procedures” 

Procedures   Steps will retain on roll forward if user selects 

to keep all responses on roll forward except 

steps not below that will reset due to content 

changes.  

Step b under “Estimates, Including Fair Value 

Estimates” will reset  

Step c under “Accounting Estimates that Give 

Rise to Significant Risks, Substantive 

Procedures” will reset 
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Modified  Modified step under “Management Bias” as follows:  

 

We evaluated management’s judgments and the potential for 

management bias in applying the entity’s applicable 

financial reporting framework, in particular, management’s 

choice of estimation techniques and use of assumptions in 

estimation techniques. 

 

Step will also now show/hide based on new TQ added 

above.  

Procedures   Step will reset on roll forward due to content 

changes.  

Add Added step “Bias Indicative of Fraud” 

 

If we have identified management bias, we evaluated 

whether circumstances producing the management bias 

represent a risk of material misstatement due to fraud (e.g., a 

risk that management instructed employees to record certain 

adjustments to inflate earnings). 

 

Practice Point: Even if the auditor does not identify risks of material 
misstatement due to fraud, a possibility exists that management 
override of controls could occur. 

Procedures    

AUD-827 Audit Program: Business Combinations  

Modify Minor wording changes Procedures    

AUD-901 Audit Program: Subsequent Events  

Modify Under “Section I: General Audit Procedures” added steps 4p 

and 4r and modified step 4q (previously 4p) which now read 

as follows: 

 

We inquired of management, and where appropriate those 

charged with governance as to whether: 

p. There have been any changes in the entity’s related 

parties. 

q. There have been any significant new related-party 

transactions. 

Procedures New or 

Revised 

Guidance 

SAS No. 135 Modified step will reset on roll forward due to 

content changes. 
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r. The entity has entered into any significant unusual 

transactions. 

Modify Under “Section I: General Audit Procedures” modified step 

5 which now reads as follows: 

 

We read minutes of meetings of shareholders, directors, and 

appropriate committees held subsequent to the period being 

audited through the date of the auditor’s report. If meetings 

were held for which minutes were not prepared, we reviewed 

summaries of actions from those meetings and inquired 

about significant matters discussed and resolutions made at 

such meetings. 

Procedures New or 

Revised 

Guidance 

SAS No. 135 Step will retain on roll forward if user selects to 

keep all responses on roll forward.  

Add Under “Section I: General Audit Procedures” added step 8: 

We documented the name and title of individual(s) inquired 

of regarding subsequent events and the date of the inquiry in 

the comments column of this program or in a separate 

workpaper documenting the discussion. 

Procedures Enhancement   

AUD-902 Audit Program: Going Concern  

Modify Modified the header for the second column in the table in 

Section I: Risk Assessment Procedures and Related 

Activities”. 

 

Does the Factor Exist Yes/No 

Procedures Clarification  Column will retain on roll forward if user 

selects to keep all responses on roll forward.  

Modify Under “Section III: Conclusions and Implications for the 

Auditor’s Report” modified step 3 in first table which now 

reads: 

 

If conditions or events related to going concern have been 

identified and substantial doubt has not been alleviated by 

management’s plans, we evaluated the adequacy of related 

financial statement disclosures. If adequate disclosure is 

made in the financial statements, we expressed an 

unmodified opinion and included a Going Concern section in 

the auditor’s report. 

Procedures New or 

Revised 

Guidance 

SAS No. 134 Step will retain on roll forward if user selects to 

keep all responses on roll forward.  
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Modify Under “Section III: Conclusions and Implications for the 

Auditor’s Report” modified step 4 in first table which now 

reads: 

 

If adequate disclosure about the entity’s ability to continue 

as a going concern for a reasonable period of time is not 

made in the financial statements, we expressed a qualified 

opinion or adverse opinion, as appropriate, and we stated in 

the “Basis for Qualified (Adverse) Opinion” section of the 

auditor’s report that either: 

a. Substantial doubt exists about the entity’s ability to 

continue as a going concern and that the financial 

statements do not adequately disclose this matter; 

or 

b. Substantial doubt about the entity’s ability to 

continue as a going concern has been alleviated by 

management’s plans but the financial statements do 

not adequately disclose this matter. 

Procedures New or 

Revised 

Guidance 

SAS No. 134 Step will reset on roll forward due to content 

changes. 

Modify Under “Section III: Conclusions and Implications for the 

Auditor’s Report” modified step 1 in 2nd table which now 

reads: 

 

If substantial doubt about the entity’s ability to continue as a 

going concern for a reasonable period of time existed at the 

date of prior period financial statements that are presented on 

a comparative basis, and that doubt has been removed in the 

current period, we have removed the Going Concern section 

included in the prior-period auditor’s report. 

Procedures New or 

Revised 

Guidance 

SAS No. 134 Step will retain on roll forward if user selects to 

keep all responses on roll forward.  

Modify Under “Section III: Conclusions and Implications for the 

Auditor’s Report” modified step 1 in last table which now 

reads: 

 

If we have been asked to reissue an auditor’s report and 

eliminate a Going Concern section contained therein and we 

determined it was appropriate to do so, we reassessed the 

going-concern status of the entity. 

Procedures New or 

Revised 

Guidance 

SAS No. 134 Step will retain on roll forward if user selects to 

keep all responses on roll forward.  

AUD-903 Audit Program: Consideration of Fraud  
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Add Under “Section I: General Audit Procedures” added step 2 

which reads as follows: 

 

Based on our understanding of the entity and its environment 

and other information obtained during the audit, we 

evaluated whether the business purpose (or lack thereof) of 

significant unusual transactions suggest that they may have 

been entered into to engage in fraudulent financial reporting 

or to conceal misappropriation of assets by performing the 

following:   

a. Reading the underlying documentation and 

evaluating whether the terms and other information 

about the transactions are consistent with 

explanations from inquiries and other audit 

evidence about the business purpose (or the lack 

thereof) of the transaction; 

b. Determining whether the transaction has been 

authorized and approved in accordance with the 

entity’s established policies and procedures; 

c. Evaluating whether significant unusual transactions 

that the auditor has identified have bene properly 

accounted for and disclosed in the financial 

statements; and 

d. Evaluating the financial capability of the other 

parties with respect to significant uncollected 

balances, loan commitments, supply arrangements, 

guarantees and other obligations, if any. 

Procedures New or 

Revised 

Guidance 

SAS No. 135  

Modify Under “Section I: General Audit Procedures” modified step 

1 in second table which now reads as follows: 

 

We documented the following in the working papers: 

The discussion among audit team members in planning the 

audit regarding the susceptibility of the entity’s financial 

statements (including the individual statements and the 

disclosures) to material misstatement due to fraud, including 

the significant decisions reached and: 

Procedures New or 

Revised 

Guidance 

SAS No. 135 Step will retain on roll forward if user selects to 

keep all responses on roll forward.  
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AUD-904 Audit Program: Compliance with Laws and Regulations, Violations of Contract Provisions and Grant 

Agreements 

 

Modify Minor wording changes Procedures    

Modify Under Section “Violations of Contract Provisions or Grant 

Agreements” modified specific steps regarding violations of 

provisions of contracts or grant agreements under GAGAS. 

Procedures Enhancement  One step in this section will reset on roll 

forward due to content changes. 

Modify Removed section “Abuse” and steps regarding abuse that are 

no longer required under the 2018 revision of the yellow 

book. 

Procedures New or 

Revised 

Guidance 

2018 Revision of 

the Yellow Book 
 

AUD-907 Interim Review Program: Review of Interim Financial Information  

Modify Modified step 2c which now reads as follows: 

 

We have obtained an agreement with management that it 

acknowledges and understands its responsibility: 

c. To provide us with access to all information of 

which management is aware, such as 

documentation, records, and other matters; 

additional information that we may request; 

unrestricted access to persons within the entity of 

whom we determine it is necessary to make 

inquiries; a written acknowledgment of all the 

documents that management expects to issue that 

will be included in the annual report and the 

planned timing and method of delivery of the 

annual report; and a final version of the annual 

report in a timely manner prior to the date of the 

auditor’s report. 

Procedures New or 

Revised 

Guidance 

SAS No. 140 Step will reset on roll forward due to content 

changes. 

Modify Modified step 12b which now reads as follows: 

 

b. Unusual or complex situations that may have an 

effect on the interim financial information, such as:  

• Business combinations. 

• New or complex revenue recognition 

methods. 

• Impairment of assets. 

Procedures New or 

Revised 

Guidance 

SAS No. 135 Step will retain on roll forward if user selects to 

keep all responses on roll forward.  
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• Disposal of a segment of a business. 

• Use of derivative instruments and hedging 

activities. 

• Sales and transfers that may call into 

question the classification of investments 

in securities, including management’s 

intent and ability with respect to the 

remaining securities classified as held to 

maturity. 

• Restructuring charges taken in the current 

and prior quarters. 

• Infrequent transactions. 

• Significant unusual transactions. 

• Changes in litigation or contingencies. 

• Changes in major contracts with customers 

or suppliers. 

• Application of new accounting principles. 

• Changes in accounting principles or the 

methods of applying them. 

• Trends and developments affecting 

accounting estimates, such as allowances 

for bad debts and excess or obsolete 

inventories, provisions for warranties and 

employee benefits, and realization of 

unearned income and deferred charges. 

• Compliance with debt covenants. 

• Changes in related parties or significant 

new related-party transactions. 

• Material off-balance-sheet transactions, 

special-purpose entities, and other equity 

investments. 

• Unique terms for debt that could affect 

classification. 

Modify Modified step 16 which now reads as follows: 

 

If we concluded that there is a material inconsistency 

between the interim financial information and the other 

information accompanying the interim financial information, 

or became aware of information that we believe is a material 

Procedures New or 

Revised 

Guidance 

SAS No. 140 Step will reset on roll forward due to content 

changes. 
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misstatement of fact, we have taken the appropriate action to 

resolve this matter. 

Modify Modified step 20 which now reads as follows: 

 

3. We included a separate section in the auditor’s review 

report with the heading “Substantial Doubt About an 

Entity’s Ability to Continue as a Going Concern,” if any 

of the following circumstances apply (regardless of 

whether the entity is required under the applicable 

financial reporting framework to include a statement in 

the notes to the interim financial information that 

substantial doubt exists): 

a. A separate going concern section was included in 

the prior year auditor’s report and (i) the conditions 

or events that caused the auditor to conclude that 

substantial doubt about the entity’s ability to 

continue as a going concern continue to exist, and 

(ii) those conditions or events continue to raise 

substantial doubt and are not alleviated by 

management’s plans. 

b. A separate going concern section was NOT 

included in the prior year auditor’s report and (i) 

management is required under the applicable 

financial reporting framework to include a 

statement in the notes to the interim financial 

information that substantial doubt exists, and (ii) 

management has included a statement to this effect 

in the notes to the interim financial information. 

Procedures New or 

Revised 

Guidance 

SAS No. 140 Step will reset on roll forward due to content 

changes. 

AUD-908 Interim Review Program: Management Inquiries  

Modify Removed section “For entities that have NOT implemented 

ASU 2016-01” 

Procedures    

Modify Minor wording changes. Procedures    

Modify Under “General” deleted step 22 regarding transactions near 

the end of the reporting period. 

Procedures    
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Modify Under “Investments in Marketable Equity Securities” 

removed section “For entities that have NOT implemented 

ASU 2016-01” 

Procedures    

AUD-909 Audit Program: Financial Statement Review  

Added New TQ, “Will management include a report on Internal 

Control over Financial Reporting”. 

TQ Table    

Modify Updated instructions for new accounting standards Instructions New or 

Revised 

Guidance 

SAS No. 137  

Modify Modified step 4(a) under “Reading of Financial Statements” 

as follows with two new bullets: 

 

The financial information and related disclosures are 

presented fairly, in all material respects, in accordance with 

the applicable financial reporting framework, considering 

whether the financial statements are presented in a manner 

that reflects: 

• The appropriate classification and description of 

financial information and the underlying 

transactions, events, and conditions; and 

The appropriate presentation, structure, and content of the 

financial statements. 

Procedures New or 

Revised 

Guidance 

SAS No. 134 Main step will retain on roll forward if user 

selects to keep all responses on roll forward.  

Added Added new section, “Overall Review of the Financial 

Statements”. 

Procedures New or 

Revised 

Guidance 

SAS No. 134  

Modify Modified section, “Other Information in Documents 

Containing Audited Financial Statements” to be “Other 

Information Included in Annual Reports”. 

Modified many steps and added new steps 

Procedures New or 

Revised 

Guidance 

SAS No. 137 All modified steps under this section will reset 

based on content changes. 

Added Added new section, “Additional Information Included within 

Management’s Report on Internal Control over Financial 

Reporting (ICFR)” 

Procedures New or 

Revised 

Guidance 

SAS No. 140  

Modify Removed section “Other Information Published by the 

Client” and “Agree to Support”. 

Procedures New or 

Revised 

Guidance 

SAS No. 137  
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AUD-910 Audit Program: Specific Element, Account, or Item of a Financial Statement in Accordance with AU-C 805  

Modify Modified definitions in the Purpose section Purpose New or 

Revised 

Guidance 

SAS No. 134  

Modify Modified step in second table, which now reads as follows: 

 

If the auditor’s report on an entity’s complete set of financial 

statements includes a modified opinion, an emphasis-of-

matter or other-matter paragraph, a going concern section, a 

communication of key audit matters, or a statement 

describing an uncorrected material misstatement of other 

information, we considered the implications, if any, that 

these matters have for the audit of the single financial 

statement or for the specific element of a financial statement 

and for the auditor’s report thereon and we have properly 

modified our opinion on the specific element or single 

financial statement. 

Procedures New or 

Revised 

Guidance 

SAS No. 139 Step will reset on roll forward due to content 

changes.  

Modify Minor wording changes Procedures    

AUD-915 Audit or Interim Review Program: Auditor Involvement with Exempt Offering Documents  

Modify Modified step 1 regarding other information which now 

reads as follows: 

 

With respect to other information (e.g., financial and 

nonfinancial), contained in the offering document, we 

performed the following procedures: 

a. An appropriate engagement team member read the 

other information and considered whether there are 

material inconsistencies with the audited financial 

statements by comparing selected amounts or other 

items in the other information that are intended to 

be the same as, to summarize, or to provide greater 

detail about the amounts or other items in the 

financial statements with those amounts or items in 

the financial statements.  

b. We remained alert for indications that material 

inconsistency exists between the other information 

Procedures New or 

Revised 

Guidance 

SAS No. 139 Step will reset on roll forward due to content 

changes.  
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contained in the offering document and the 

knowledge we obtained in performing the audit, 

including our understanding of the entity and its 

environment, including its internal controls, and 

information considered when assessing the entity’s 

ability to continue as a going concern. 

c. We remained alert for indications that material 

misstatement of fact exists or the other information 

is otherwise misleading, such as: 

(1) Information that omits or obscures information 

necessary for a user to appropriately 

understand a matter disclosed in the other 

information; 

(2) Differences between the other information and 

the general knowledge, apart from the 

knowledge obtained in the audit, of the 

engagement team member reading the other 

information that leads the auditor to believe 

that the other information appears to be 

materially misstated; or 

(3) An internal inconsistency in the other 

information that leads the auditor to believe 

that the other information appears to be 

materially misstated.  

d. We communicated with those charged with 

governance our responsibility with respect to other 

information, any procedures we performed relating 

to the other information, and the results. 

e. If a material inconsistency or misstatement of other 

information appears to exist, we discussed the 

matter with management and, if necessary, 

performed other procedures to conclude whether: 

(1) A material misstatement of the other 

information exists; 

(2) A material misstatement of the financial 

statements exist; and/or 

(3) Our understanding of the entity and its 

environment needs to be updated. 
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f. If we have concluded that a material misstatement 

of other information exists, we requested that 

management correct the other information.  If 

management agrees to make the correction, we 

determined that the correction has been made.  If 

management refuses to make the correction, we 

communicated the matter to those charged with 

governance and requested that the correction be 

made.  

g. If we concluded that a material misstatement of 

other information exists prior to the date of the 

auditor’s report and management refuses to make 

necessary revisions even after we communicated 

with those charged with governance, we (1) 

considered the implication for the auditor’s report 

and communicated to those charged with 

governance our plans to address the material 

misstatement in our auditor’s report, (2) withheld 

the auditor’s report, or (3) if possible under 

applicable law or regulation, withdrew from the 

engagement.   

h. If we concluded that a material misstatement of 

other information exists after the date of the 

auditor’s report and management refuses to make 

necessary revisions even after we communicated 

with those charged with governance, we took 

appropriate action, considering our legal rights and 

obligations, to seek to have the uncorrected material 

misstatement appropriately brought to the attention 

of anyone in receipt of the financial statements and 

the auditor’s report.  Actions may include, for 

example, the following: 

(1) Providing a new or amended auditor’s report to 

management that addresses the uncorrected 

material misstatement and requesting 

management to provide this new or amended 

auditor’s report to anyone in receipt of the 

financial statements and the auditor’s report; 

(2) Bringing the uncorrected material misstatement 

of the other information to the attention of 
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known users of the financial statements and the 

auditor’s report; 

(3) Communicating with a regulator or relevant 

professional body about the uncorrected 

material misstatement of the other information; 

and/or 

(4) Considering the implications for engagement 

continuance. 

i. If we concluded that the financial statements have 

been materially misstated or our understanding of 

the entity and its environment needs to be updated, 

we performed appropriate procedures including the 

following: 

(1) Considering the need to update our risk 

assessment; 

(2) Evaluating the effect of identified 

misstatements on the audit; and 

(3) Evaluating the effect of uncorrected 

misstatements, if any, on the financial 

statements. 

 

Practice Aids (AIDs) have been modified and updated, where applicable, with additional tips, references, and examples.  

• AID-201 Nonattest Services Independence Checklist Updated for Ethics Interpretation, Information System Services (ET sec.1.295.145); some sections have been 

rearranged to better align with the organization of the Professional Code of Conduct. 

• AIDs 302 Understanding the Entity’s Revenue Streams and Revenue Recognition Policies Minor wording changes. 

• AID-701 Audit Sampling Worksheet for Tests of Controls Added practice point and other guidance to improve usability. 

• AID-702 Results of Tests of Controls Adding a column, “If Ineffective, Describe the Deficiency” to step 1, 2, and 3 for user to describe the deficiency if any. This 

column will flow down into a new column in Section III table where user will decide to flow to KBA-103.  

• AID-807 Investments in Securities Analysis Updated to remove guidance for those who have not implemented ASU 2016-01, Financial Instruments – Overall 

(Subtopic 825.10): Recognition and Measurement of Financial Assets and Financial Liabilities. 

• AIDs 815, 828 Minor wording changes. 

• AID-824 PPE Summary Analysis Updated information regarding ASC Topic 842, Leases. 

• AID-903 Audit Report Preparation Checklist Updated for reporting changes in SAS Nos. 134 –140.  

• NEW AID-850 Analysis of Service Auditor Report 
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Auditor’s Reports (RPTs) have been modified and updated, where applicable, in accordance with current guidance. 

• RPTs 0901 – 1033; 1043 - 1059 Updated for reporting changes in SAS Nos. 134 –140; Added practice point to address situations where the auditor is engaged to report 

on Key Audit Matters, Minor modifications to multiple report titles to better reflect circumstances covered by the sample reports. 

• RPTs 1037 – 1042 Updated for changes in the 2018 Revision of the Yellow Book 

• RPT-904 Unmodified Opinion with Going Concern Section: Substantial Doubt Exists Modified circumstances where report is applicable. 

• DELETED RPT-0939A Unmodified Opinion on Comparative Financial Statements with Emphasis-of-Matter Paragraph: Opinion on the Financial Statements 

of a Prior Period Is Revised to Reflect Adoption of a Private Company Council Accounting Alternative for VIEs That Results in a Change to a Previously Issued 

Report 

• NEW RPT-904A Unmodified Opinion: Emphasis-of-Matter Paragraph Related to Going Concern: Substantial Doubt has Been Alleviated 

• NEW RPT-0957 Unmodified Opinion: Includes Key Audit Matters, Emphasis-of-Matter and Other-Matter Paragraphs 

 

Correspondence Documents (CORs) have been modified and updated, where applicable, in accordance with current guidance.   

• CORs 201, 201A, 202, 202A Updated for SAS Nos. 134 –140, including practice points to address situations where the financial statements are included in an annual 

report or the auditor is engaged to report on Key Audit Matters; added language about hosting financial and nonfinancial data 

• CORs 216, 903 Updated for SAS Nos. 134 –140, including practice points to address situations where the financial statements are included in an annual report or the 

auditor is engaged to report on Key Audit Matters. 

• COR-901 Management Representation Letter Updated for SAS Nos. 134 –140, including a practice point to address situations where the auditor is engaged to report 

on Key Audit Matters; Added sample representation regarding the impacts of COVID-19; Added sample representations regarding estimates 

• CORs 204, 213, 215, 821, 908, 909 Updated for SAS No. 135 

• NEW COR-823 Request for Confirmation of Multiemployer Defined Benefit Plan Information 

• NEW COR-907 Communication to Entity with Significant Deficiencies and/or Material Weaknesses: Review of Interim Financial Information 

 

Resource Documents (RESs) 

• RESs 001, 003 Updated for SAS Nos. 134 - 140. 

• RES-002 Index of Audit Programs, Forms, and Other Practice Aids Updated as needed. 

• RES-004 Audit Sampling Guidance for Tests of Controls Added guidance to improve usability. 

• RESs 009, 015, 017, 018, 019, 021 Updated consistent with related KBA. 

• RES-010, 013, 014 Modified sample controls. 

• RES-027 Controls Related to the Revenue Recognition Five-Step Model Minor wording changes 
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• RES-GOV Government Auditing Standards and Single Audits Updated for 2018 Revision of the Yellow Book 

• NEW RES-029 Implementing New Accounting Principles 

• NEW RES-030 Determining and Communicating Key Audit Matters (KAMs) Decision Tree 

 

In addition, forms and practice aids throughout have been updated to include new examples and tips and, where applicable, to take into account: 

New literature, standards, and developments, reflected in the following current audit and accounting guidance:  

 

Statements on Auditing Standards (SASs): 

SAS No. 135, Omnibus Statement on Auditing Standards – 2019;  

SAS No. 137, The Auditor’s Responsibilities Relating to Other Information Included in Annual Reports;  

SAS No. 138, Amendments to the Description of the Concept of Materiality; 

SAS No. 139, Amendments to AU-C Sections 800, 805, and 810 to Incorporate Auditor Reporting Changes From SAS No. 134; 

SAS No. 140, Amendments to AU-C Sections 725, 730, 930, 935, and 940 to Incorporate Auditor Reporting Changes From SAS Nos. 134 and 137 

 

FASB Accounting Standards Codification as of September 30, 2020, and through Accounting Standards Update (ASU) No. 2020-07, including: 

• ASU No. 2020-07, Not-for-Profit Entities (Topic 958): Presentation and Disclosures by Not-for-Profit Entities for Contributed Nonfinancial Assets. 

 

AICPA Statement on Auditing Standards (SAS) No. 134, Auditor Reporting and Amendments, Including Amendments Addressing Disclosures in the Audit of Financial Statements 

AICPA Ethics Interpretation, Information System Services (ET sec.1.295.145) 

AU-C 930, Interim Financial Information 

AU-C 940, An Audit of Internal Control Over Financial Reporting That Is Integrated With an Audit of Financial Statements 

 

Users of this content should consider guidance issued subsequent to these items to determine their effect on engagements conducted using this product.  
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RELATED, FOUNDATIONS AND ASSOCIATION WORKPAPERS FOR THIS TITLE  

 

Related workpapers are Knowledge Coach Word workpapers where information flows in or out of tables within the workpaper.  Some of these related workpapers are Foundation 

workpapers or associated workpapers.  

Foundation Workpapers include most of the Communication Hub workpapers, which are central to the Knowledge-Based Audit Methodology used by the Knowledge Coach titles.  

Associated workpapers require you to associate them with custom values, such as audit areas, specialists, service organizations, and other items.  Workpapers require an 

association when you need to have more than one instance of a particular Knowledge Coach workpaper in your binder for each type of item to which the workpaper is related.  

Making this association allows Knowledge Coach information to flow properly between workpapers. 

 

Form No. Form Name 

Foundation 

Workpaper 

Association 

Workpaper 

 

KBAs 

 

KNOWLEDGE-BASED AUDIT DOCUMENTS 

  

KBA-101 Overall Audit Strategy  X  

KBA-102 Engagement Completion Document  X  

KBA-103 Evaluating and Communicating Internal Control Deficiencies and Noncompliance X  

KBA-105 Review of Significant Accounting Estimates X  

KBA-200 Entity Information and Background X  

KBA-201 Client/Engagement Acceptance and Continuance Form   

KBA-301 Worksheet for Determination of Materiality, Performance Materiality, and Thresholds for Trivial 

Amounts 

  

KBA-302 Understanding the Entity and Its Environment   

KBA-303 Inquiries of Management and Others within the Entity about the Risks of Fraud and Noncompliance 

with Laws and Regulations 

  

KBA-400 Scoping and Mapping of Significant Account Balances, Classes of Transactions, and Disclosures X  



 

© 2020 CCH Incorporated and/or Its Affiliates. All Rights Reserved. KCO-001 Page 60 of 65 

Knowledge-Based Audits of Health Care Entities 

Form No. Form Name 

Foundation 

Workpaper 

Association 

Workpaper 

KBA-401 Understanding Entity-Level Controls   

KBA-402 Understanding General Controls for Information Technology    

KBA-403 Understanding Activity-Level Controls: Patient Service Revenue, Patient Accounts Receivable, and 

Cash Receipts 

  

KBA-404 Understanding Activity-Level Controls: Supplies Inventory, Purchases, and Supplies Expense   

KBA-405 Understanding Activity-Level Controls: Property and Equipment   

KBA-406 Understanding Activity-Level Controls: Other Assets   

KBA-407 Understanding Activity-Level Controls: Accounts Payable and Cash Disbursements   

KBA-408 Understanding Activity-Level Controls: Payroll    

KBA-409 Understanding Activity-Level Controls: Treasury   

KBA-410 Understanding Activity-Level Controls: Income Taxes   

KBA-411 Understanding Activity-Level Controls: Financial Reporting and Closing Process   

KBA-412 Understanding Controls Maintained by a Service Organization  X 

KBA-502 Summary of Risk Assessments X  

KBA-503 Basis for Inherent Risk Assessment   

KBA-902 Audit Review and Approval Checklist   
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Form No. Form Name 

Foundation 

Workpaper 

Association 

Workpaper 

KBA-904 Audit Documentation Checklist   

KBA-905 Review and Approval Checklist: Interim Review of Financial Information   

 

AUDs 

 

AUDIT PROGRAMS 

  

AUD-100 Engagement-Level Tailoring Questions X  

AUD-101 Overall Audit Program X  

AUD-201 Audit Program: Opening Balances and Additional Audit Procedures for an Initial or Reaudit 

Engagement 

  

AUD-602 Audit Program: Involvement of a Component Auditor  X 

AUD-603 Audit Program: Using the Work of an Auditor’s Specialist  X 

AUD-604 Audit Program: Using the Work of a Management’s Specialist  X 

AUD-701 Audit Program: Designing Tests of Controls   

AUD-800 Audit Program: Custom  X 

AUD-801 Audit Program: Cash   

AUD-802A Audit Program: Investments   

AUD-802B Audit Program: Derivative Instruments and Hedging Activities   

AUD-803 Audit Program: Patient Accounts Receivable and Net Patient Service Revenue   
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Form No. Form Name 

Foundation 

Workpaper 

Association 

Workpaper 

AUD-804 Audit Program: Third-Party Settlements   

AUD-805 Audit Program: Supplies Inventory and Supplies Expense   

AUD-806 Audit Program: Prepaid Expenses, Deferred Charges, and Other Assets   

AUD-807 Audit Program: Intangible Assets   

AUD-808 Audit Program: Property and Equipment, and Depreciation   

AUD-809 Audit Program: Accounts Payable and Purchases   

AUD-810 Audit Program: Payroll and Related Liabilities   

AUD-811 Audit Program: Medical Malpractice Loss Contingencies   

AUD-812 Audit Program: Contributions Receivable, Related Support, Contribution Revenue, and Split-Interest 

Agreements 

  

AUD-813 Audit Program: Income Taxes   

AUD-814 Audit Program: Tax Considerations of a Tax-Exempt Health Care Organization   

AUD-815 Audit Program: Debt Obligations   

AUD-816 Audit Program: Equity   

AUD-817 Audit Program: Net Assets   

AUD-818 Audit Program: Other Income and Expense   



 

© 2020 CCH Incorporated and/or Its Affiliates. All Rights Reserved. KCO-001 Page 63 of 65 

Knowledge-Based Audits of Health Care Entities 

Form No. Form Name 

Foundation 

Workpaper 

Association 

Workpaper 

AUD-819 Audit Program: Journal Entries    

AUD-820 Audit Program: Related-Party Transactions   

AUD-821 Audit Program: Fair Value Measurements and Disclosures   

AUD-822 Audit Program: Variable Interest Entities   

AUD-823 Audit Program: Share-Based Payments   

AUD-824 Audit Program: Commitments and Contingencies   

AUD-825 Audit Program: Accounting Estimates   

AUD-826 Audit Program: Concentrations   

AUD-827  Audit Program: Business Combinations   

AUD-901 Audit Program: Subsequent Events   

AUD-902 Audit Program: Going Concern    

AUD-903 Audit Program: Consideration of Fraud   

AUD-904 Audit Program: Compliance with Laws and Regulations, Violations of Contract Provisions and Grant 

Agreements, and Abuse  

  

AUD-907 Interim Review Program: Review of Interim Financial Information   

AUD-908 Interim Review Program: Management Inquiries   
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Form No. Form Name 

Foundation 

Workpaper 

Association 

Workpaper 

AUD-909 Audit Program: Financial Statement Review   

AUD-910 Audit Program: Specific Element, Account, or Item of a Financial Statement in Accordance with AU-C 

805 

  

AUD-915 Audit or Interim Program: Auditor Involvement with Exempt Offering Documents   

 

AIDs 

 

PRACTICE AIDS 

  

AID-201 Nonattest Services Independence Checklist   

AID-302 Understanding the Entity’s Revenue Streams and Revenue Recognition Policies   

AID-601 Considering Use of the Work of Internal Auditors   

AID-603 Component Identification and Analysis   

AID-702 Results of Tests of Controls   

AID-801 Audit Sampling Worksheet for Substantive Tests of Details   

AID-901 Differences of Professional Opinion   
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Additional Information for Associated Workpapers 

The following tables list the workpapers that require association in this title, along with the information that must be completed before you can insert each workpaper.  

 

Workpaper Requiring 

Association 

What is it associated with? 

Workpaper Table/Question 

Association Item 

(Custom Value) 

KBA-412 

Understanding Ctrls: 

Service Org (Custom) 

AUD-100 Engagement-

Level Tailoring Questions 

Workpaper 

Does the entity use service organizations?  Shows the "Document the service 

organizations used by the entity.” table in KBA-101 Overall Audit Strategy. 

 

KBA-101 Overall Audit 

Strategy 
Document the service organizations used by the entity. 

Service Organization 

AUD-602 Audit 

Program: Component 

Auditor Involvement 

(Custom) 

AUD-100 Engagement-

Level Tailoring Questions 

Workpaper 

Does the auditor plan to rely on audit evidence provided by a component 

auditor? is “Yes” Shows the "Document the audit evidence provided by the 

component auditor(s) that the engagement team will rely on in our 

engagement." table in KBA- 101 Overall Audit Strategy. 

 

KBA-101 Overall Audit 

Strategy 

Document the audit evidence provided by the component auditor(s) that the 

engagement team will rely on in our engagement. 

Audit Firm Name 

AUD-603 Audit 

Program: Auditor's 

Specialist (Custom) 

AUD-100 Engagement-

Level Tailoring Questions 

Workpaper 

Does the auditor intend to use a specialist on this engagement? is “Yes” Shows 

the "Document the expected use of a specialist(s) on our audit." table in KBA-

101 Overall Audit Strategy. 

 

KBA-101 Overall Audit 

Strategy 

Document the expected use of a specialist(s) on our audit.  Then select Auditor's 

Specialist from the Type of Specialist Column 

Specialist Firm Name 

AUD-604 Audit 

Program: 

Management's 

Specialist (Custom) 

AUD-100 Engagement-

Level Tailoring Questions 

Workpaper 

Does the auditor intend to use a specialist on this engagement? is “Yes” Shows 

the "Document the expected use of a specialist(s) on our audit." table in KBA-

101 Overall Audit Strategy. 

 

KBA-101 Overall Audit 

Strategy 

Document the expected use of a specialist(s) on our audit.  Then select 

Management's Specialist from the Type of Specialist Column. 

Specialist Firm Name 

AUD-800 Audit 

Program: (Custom) 

AUD-100 Engagement-

Level Tailoring Questions 

Workpaper 

What financial statement audit areas are applicable to this engagement?  

“Customize Audit Area” link within the answer selection box. 

Custom Audit Area 
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