Emphasis-of-Matter, Other-Matter and Going Concern Paragraphs
[Drafting note, delete before issue: Draft for professional judgment. This template gives paragraph wording for AU-C 706 (emphasis-of-matter and other-matter paragraphs), AU-C 570 (going concern) and the optional sections that follow the Basis for Opinion in a nonissuer audit report. The paragraphs are inserted into an otherwise unmodified or modified report; they are not a complete report. Use an emphasis-of-matter paragraph only for a matter that is appropriately presented or disclosed in the financial statements and is fundamental to users’ understanding. Do not use one to avoid a modification. Compare the wording with the current illustrative reports in the standard before issuing, and tailor titles, dates and framework references. Not legal advice.]
Where the sections sit in the report
1. Opinion, then Basis for Opinion. For a modified opinion, the matter is described in a Basis for Qualified Opinion, Basis for Adverse Opinion or Basis for Disclaimer of Opinion section placed immediately after the opinion section (AU-C 705).
1. Going Concern (when substantial doubt remains and disclosure is adequate), Emphasis of Matter and Other Matter sections, each under its own heading, and Key Audit Matters only if the auditor is engaged to communicate them (AU-C 701). [Insert the section order shown in the current AU-C 700 illustrative reports for your engagement.]
1. Responsibilities of Management for the Financial Statements and Auditor’s Responsibilities for the Audit of the Financial Statements.
1. Other reporting sections that apply, such as Report on Other Legal and Regulatory Requirements, Supplementary Information (AU-C 725), Required Supplementary Information (AU-C 730) and Other Information (AU-C 720), then the signature, city and state, and date. [Insert the order shown in the current illustrations for the sections that apply.]
Going concern (AU-C 570)
A. Substantial doubt remains, and the financial statements adequately disclose it. The report is not modified for this, but it includes a separate section, captioned “Substantial Doubt About [the Company’s] Ability to Continue as a Going Concern”, and states that the opinion is not modified (AU-C 570). The heading has to refer to the substantial doubt about going concern.
Substantial Doubt About [Client Name]’s Ability to Continue as a Going Concern
The accompanying financial statements have been prepared assuming that the Company will continue as a going concern. As discussed in Note [Number] to the financial statements, the Company has [suffered recurring losses from operations and has a net capital deficiency / defaulted on its loan covenants / describe the conditions or events] that raise substantial doubt about its ability to continue as a going concern. Management’s evaluation of the events and conditions and management’s plans regarding those matters are also described in Note [Number]. The financial statements do not include any adjustments that might result from the outcome of this uncertainty. Our opinion is not modified with respect to this matter.
B. Substantial doubt was raised by conditions or events, and management’s plans alleviate it. Disclosure of the conditions and the plans is still required. An emphasis-of-matter paragraph is optional where the auditor considers it appropriate (AU-C 570).
C. Substantial doubt remains and the financial statements do not adequately disclose it. The auditor expresses a qualified or adverse opinion under AU-C 705 and states in the Basis for Opinion section that substantial doubt exists and that the financial statements do not adequately disclose the matter. Do not use the going concern section in A. If the going concern basis of accounting is inappropriate, the auditor expresses an adverse opinion.
D. Management is unwilling to make or extend its evaluation. The auditor considers the effect on the report, which may be a scope limitation under AU-C 705 (AU-C 570).
Emphasis of matter (AU-C 706): examples
	Matter
	Paragraph wording (place after the Basis for Opinion section, with the heading “Emphasis of Matter”)

	Significant subsequent event
	As discussed in Note [Number] to the financial statements, [describe the event, e.g. a fire on MM/DD/YYYY destroyed the Company’s principal manufacturing facility]. Our opinion is not modified with respect to this matter.

	Significant uncertainty, litigation or regulatory action
	As discussed in Note [Number] to the financial statements, the Company is a defendant in [describe the matter]. The ultimate outcome cannot presently be determined, and no provision for any liability that may result has been made in the financial statements. Our opinion is not modified with respect to this matter.

	Major catastrophe affecting the entity
	As discussed in Note [Number] to the financial statements, [describe the event and its effect on operations]. Our opinion is not modified with respect to this matter.

	Significant related party transactions
	As discussed in Note [Number] to the financial statements, the Company has significant transactions with [related parties]. Our opinion is not modified with respect to this matter.

	Early adoption of a new accounting standard or an accounting change made with justification
	As discussed in Note [Number] to the financial statements, the Company changed its method of accounting for [item] in [year]. Our opinion is not modified with respect to this matter. [For a change in accounting principle, also consider AU-C 708 consistency reporting.]

	Basis of accounting (special purpose framework)
	See the special purpose framework audit report template. [Under AU-C 800, this paragraph is required when the statements are prepared on a special purpose framework.]



Other matter (AU-C 706): examples
Use an other-matter paragraph, headed “Other Matter”, for a matter that is not presented or disclosed in the financial statements and that the auditor judges relevant to users’ understanding of the audit, the auditor’s responsibilities or the report.
	Matter
	Paragraph wording

	Prior period audited by a predecessor auditor (AU-C 710)
	The financial statements of [Client Name] as of and for the year ended [MM/DD/YYYY] were audited by another auditor who expressed [an unmodified opinion] on those statements on [MM/DD/YYYY].

	Prior-period financial statements were unaudited or the prior-year report differed
	The [prior-year] financial statements of the Company were [not audited, reviewed or compiled / audited by us and our report dated [MM/DD/YYYY] expressed a [modified] opinion], and accordingly we express no opinion on them. [Describe as the circumstances require; see AU-C 710.]

	Restriction on use of the report
	Our report is intended solely for the information and use of [parties] and is not intended to be, and should not be, used by anyone other than these specified parties. [Where AU-C 800 or AU-C 905 requires a restriction on use, insert the alert wording from the current AU-C 905 illustration.]

	Supplementary information in relation to the financial statements
	Use the separate “Report on Supplementary Information” section under AU-C 725 rather than an other-matter paragraph.

	Reissued report
	[Insert wording appropriate to the circumstances. AU-C 560 addresses the dating of a reissued report and the subsequent events procedures that apply.]



Sections that follow the Basis for Opinion
1. Key Audit Matters (AU-C 701) are required only when the auditor is engaged to communicate them. Describe each matter, why it was significant and how it was addressed, and refer to the related disclosures.
1. Other Information (AU-C 720): include an Other Information section when the entity’s annual report or similar document contains financial and nonfinancial information outside the financial statements. State management’s responsibility, that the opinion does not cover it, the auditor’s responsibility to read it and the results of that reading. [Insert the wording from the current AU-C 720 illustration.]
Free template from CORAA (coraa.ai/us/templates). Draft for professional judgment: adapt it to the engagement and your firm’s methodology, have legal counsel review where needed, and check it against current AICPA, FASB and other applicable requirements before use.
