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Abstract
The auditor’s report has been criticised for being uninformative at least
since the late nineteenth century. Despite persistent requests for
detailed information in order to facilitate users’ decision-making
processes, auditors have only recently started to provide entity-specific
information in their reports.
Against this background, two research questions are raised: (1) What
were the driving forces behind the evolution of the auditor’s report? (2)
How can dissatisfaction with and misperceptions of audit reporting be
reduced in order to support financial statement users’ decision-making
processes? As the object of study, the Swedish auditor’s report is
chosen since it has, up to the present day, deviated from reports in
other jurisdictions and thus enables an extension of knowledge in the
field of audit reporting.
The first part of this dissertation contributes to previous auditing
history and auditing profession research by answering the first
research question through an analysis of approximately 1,800
historical Swedish auditor’s reports and numerous related documents.
Applying a critical-theory perspective, the research findings suggest
that during the course of history, auditors were able to adopt an
auditor’s rather than a user’s perspective despite arguing in the interest
of users.
The second part of the dissertation contributes to previous audit
reporting and expectation gap research by answering the second
research question through a vignette experiment with Swedish
financial statement users. The research findings indicate that
dissatisfaction with the current auditor’s report can be reduced
through additional entity-specific information concerning the auditor’s
independence, the audit process and the audit findings, and less
general information about the auditor’s responsibilities.
Overall, this dissertation connects past events concerning the auditor’s
report to current challenges and indicates possible future
developments.
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As stated before, he must impress his client and the business world at
large that he is the representative of a dignified profession, and is
himself an intelligent, educated, professional man; he has no greater
opportunity to demonstrate this than through his reports and
certificates submitted as the results of his work.
Jackson (1926:63)
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POINT OF DEPARTURE
1

Introduction
We have sent to the Company’s offices two more or less qualified
articled clerks, who are learning their business at their own expense.
They have counted the petty cash, checked the castings and postings
in the books, vouched the cash payments as far as they are able, and
passed the journal entries as far as they understand them. Subject to1
any errors which have not been discovered, we hereby certify the
books and accounts to be correct.

This auditor’s report, quoted in the magazine The Accountant2 in 1899,
did not stem from an actual audit of annual accounts, but was
fabricated in order to criticise financial auditors’ work and auditor’s
reports of that time (Chandler & Edwards 1996:17). In the course of
history, dissatisfaction with auditors’ performance in general (see Zeff
1987; Armstrong & Vincent 1988; Robson & Cooper 1990; Humphrey
et al. 1992a; Zeff 2003a, b; Wallerstedt 2009) and their communication
with interested parties in particular (see Brief 1975; Humphrey et al.
1992a; King & Case 2003; Church et al. 2008) manifested again and
again. The criticism was fueled by numerous court procedures (see
Dicksee 1951; Lee 1970; Humphrey et al. 1992a) and corporate
collapses such as the Kreuger Crash in the early 1930s (see Lindgren
1982; Flesher & Flesher 1986; Wallerstedt 2009) and the Enron
Andersen debacle in the early 2000s (see Reinstein & McMillan 2004;
Unerman & O’Dwyer 2004; Thibodeau & Freier 2014), which caused
sizable problems for not only interested parties such as shareholders
and creditors but also for auditors’ trustworthiness. The persistent
discontentment with auditors’ communication constitutes the point of
departure for this dissertation.

In the past, it was a common audit reporting practice in the UK and the US “to specify the
accounting deficiencies, omission of audit procedures or other similar limitations in the
auditor’s report and then introduce the final expression of opinion with wording as «subject
to the foregoing»” (Carmichael & Winters 1982:8). The report thus left to the readers the
decision which accounts of the annual accounts/financial statements were reliable.
1

2

The Accountant is one of the oldest trade magazines in the world, established in the UK in
1874 (The Accountant 2016).
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1.1
Auditing and the auditor’s communication
In their seminal book The philosophy of auditing, Mautz and Sharaf
(1961:243), outlined the purpose of an audit:
The purpose of an audit still seems to be to provide certain interested
parties with an attestation of the reliability of certain information
supplied by those entrusted with the property of others.

The quotation makes clear that there are three parties involved in the
audit arena: (1) those who supply certain information and are entrusted
with the property of others, in this dissertation referred to as “corporate
management”, (2) the one who provides the attestation, i.e. the
auditor3, and (3) those who receive the attested information, hereafter
referred to as “financial statement users”. In the auditing literature,
shareholders and creditors are considered the most important user
groups (see McEnroe & Martens 2001; Chong & Pflugrath 2008; Asare
& Wright 2012; Litjens et al. 2015), but the term “financial statement
users” also refers to any other reader of audited financial statements.
As illustrated in Figure 1.1, the auditor’s attestation is given in the
auditor’s report, which is the auditor’s primary means of
communication with financial statement users (International
Federation of Accountants [IFAC] 2009a). Further, the attestation
concerns the financial statements provided by corporate management.

3

In the following, the term “auditor” is used to refer to the external financial auditor.
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Corporate
management

Financial
statements

Auditor

Auditor’s
report

Financial
statement
users

Figure 1.1 The main parties in the audit arena and their communication.

Corporate management and the auditor can be seen as insiders who
have or who obtain information about a given entity that is not
available to financial statement users. Information asymmetry between
corporate management and financial statement users (Jensen &
Meckling 1976) is thus supposed to be reduced through both the
audited financial statements and the auditor’s report.
While corporate management and owners of the entity (those who
entrust their property) are assumed to have conflicting interests
(Jensen & Meckling 1976; Watts & Zimmerman 1979), the auditor is
commonly considered a mediator or public watchdog (see Lee 1970)
that provides assurance. According to the conventional assumption
about auditing (see Willmott 1986; Humphrey & Moizer 1990; Power
2003), this assurance is supposed to be given as a result of an objective
and systematic audit process (American Accounting Association [AAA]
1972), the end product of this process being the auditor’s report (IFAC
2009a, 2015a, b). Thus, audited financial statements are considered
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more reliable than they would be without the auditor’s intervention
and, “so the story goes” (Power 2003:380), improve the efficiency of
capital markets.
To be able to add reliability, i.e. in order to generate trust in financial
statements, auditors must generate trust in themselves (Power 2003).
Auditors’ objectivity and independence of corporate management,
although hard to assess by outside parties, is crucial in this context and
part of what is defined as audit quality (DeAngelo 1981).

1.2

Past criticism and the recent audit reporting model
change
The auditor’s report, which for most financial statement users is the
only discernable outcome of an audit, was criticised for its limited
informative value already in the late nineteenth century (Jackson 1926;
Lee 1970; Brief 1975; Littleton 1981; Humphrey et al. 1992a; King &
Case 2003). The following quotation from the editor of The Accountant
in 1883 illustrates this:
Amend your certificates4 and not your Statutes; tell the truth if you
know it, and shame the Director. If you don’t know and can’t find out
– why say that; but in any case, cease making those merely damnable
faces5 which are now called Auditors’ Certificates. (quoted by Brief

1975:290)
In the 1920s, Jackson (1926:47) questioned the usefulness of audit
certificates as follows:
Sometimes it would appear that auditors sign certificates which, if
read carefully, mean nothing at all, and in which little or no
responsibility is assumed concerning the financial position of the
company whose accounts have been audited.

4

According to Jackson (1926), auditors either issued a certificate or gave a report.
Frequently, the auditor did both. While the certificate probably was for presentation to
bankers and shareholders, the report was usually meant to inform and guide corporate
management. Later, the US certificate was labelled “auditor’s report” (King & Case 2003).
5

In this case “face” is probably equivalent to “assurance” (cf. Gove 1993).
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In the 1970s, Chatfield (1974:298-99) noted that:
[…] there is no comprehensive, integrated statement of concepts on
which accountants6 and statement readers can agree and rely. There
is still no consensus as to the exact meaning of the standard audit
opinion that financial statements present the results of operations
“fairly” in accordance with generally accepted accounting principles.

In past decades, the auditor’s report has been criticised for its
standardised text format and its pass/fail character (Brief 1975;
Humphrey et al. 1992a; King & Case 2003; Church et al. 2008). The
information until recently disclosed in the auditor’s report, which was
“more form than substance” (Gray et al. 2011:681), was therefore often
referred to as “boilerplate” (Church et al. 2008:81; Gray et al.
2011:662; Vanstraelen et al. 2012:197; Mock et al. 2013:329). Some
even went so far as to call it “merely a kind of palliative sop” (Clarke
2006:130). Vanstraelen et al. (2012:194) state that “audit reporting
history shows that many previous efforts to change reporting have
failed”.
Until recently, the auditor’s report was based on a template and
labelled “unmodified”7 if the auditor concluded that the financial
statements were free from material misstatements (IFAC 2009c). In
such cases, the auditor would not find it necessary to modify that which
in the template is called the “auditor’s opinion”. Thus, auditors in
principle provided the same attestation to financial statement users,
irrespective of the audited company’s operation, size, complexity or
whether it was listed on a stock exchange. The template of the
unmodified auditor’s report for a non-group limited company applied
until recently is shown below.

6

In academic literature, auditors are often described as accountants.

7

Other designations are “unqualified” or “clean” auditor’s report.
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INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]
Report on the Financial Statements
We have audited the accompanying financial statements of ABC
Company, which comprise the statement of financial position as at
December 31, 20X1, and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the
year then ended, and a summary of significant accounting policies
and other explanatory information.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation
of these financial statements in accordance with International
Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of
financial statements that are free from material misstatement,
whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial
statements based on our audit. We conducted our audit in
accordance with International Standards on Auditing. Those
standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether
the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation4 of the financial
statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the
financial statements.
We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the financial statements present fairly, in all material
respects, (or give a true and fair view of) the financial position of ABC
Company as at December 31, 20X1, and (of) its financial performance
and its cash flows for the year then ended in accordance with
International Financial Reporting Standards.
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Report on Other Legal and Regulatory Requirements
[Form and content of this section of the auditor’s report will vary
depending on the nature of the auditor’s other reporting
responsibilities.]
[Auditor’s signature]
[Date of the auditor’s report]
[Auditor’s address] (IFAC 2009c)

From the template, it becomes apparent that the unmodified auditor’s
report did not contain entity-specific information beyond the
appropriate addressee, the audited entity’s name and fiscal year (see
the text highlighted in the template above). Thus, neither details
concerning the audit process nor specifications of the results were
publicly disclosed, leaving no room for nuanced evaluative statements
about the performance of the audited company, the audit or the
auditor.
Besides the standard unqualified auditor’s report, there was the
qualified auditor’s report. Hence, the auditor had two options: to issue
either a report with an unmodified (pass) or modified (fail) opinion 8.

8

The qualified auditor’s report was used if the auditor concluded that the financial statements

were not free from material misstatements or if the auditor was unable to obtain sufficient
appropriate audit evidence to conclude that the financial statements were free from material
misstatements (IFAC 2009d). The qualified auditor’s report always deviated from the
unqualified auditor’s report since it contained at least one section clarifying the nature of the
modified opinion (i.e. qualified, adverse or disclaimer of opinion). For illustrations of (current)
qualified auditor’s reports, see Appendix III.
Note that there were auditor’s reports where the auditor’s opinion was not modified, but the
text in the report deviated from the auditor’s opinion when an Emphasis of matter section or
an Other matter section was included (IFAC 2009e). An Emphasis of matter section and/or
an Other matter section could also be included in an auditor’s report with a modified opinion.
An Emphasis of matter section referred to a matter appropriately presented in the financial
statements while an Other matter section referred to a matter other than those presented in
the financial statements. To include these sections the auditor had to consider this additional
information to be relevant to financial statement users’ understanding. An illustration of a
(current) auditor’s report with an Emphasis of matter section and an Other matter section
can be found in Appendix IV.
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Given the pass or fail alternatives, the unmodified auditor’s report was,
and still is, by far the most common one9.
Concerning the pass/fail character of the auditor’s report, also called
“all or nothing paradigm” (European Commission [EC] 2010:7), some
critics have concluded that the until recently applied standardised
unqualified auditor’s report had symbolic rather than communicative
value (Church et al. 2008; Mock et al. 2013). The symbolic value was
expressed by the fact that many financial statement users would not
read the auditor’s report, but merely look at it to see if it had an
unqualified or a qualified opinion and which audit firm had signed the
report (Gray et al. 2011).
Due to its limited informative value, both practitioners (e.g.
International Organization of Securities Commissions [IOSCO] 2009;
IFAC 2011a) and researchers (e.g. Church et al. 2008; Gray et al. 2011;
Vanstraelen et al. 2012) have questioned the auditor’s report as an
appropriate tool for financial statement users’ decision-making
processes. Humphrey et al. (2009:819) find the auditor’s report not
particularly helpful as it is:
[…] full of general, standardized statements on the role and
limitations of the audit and containing little about the specific work
undertaken and findings obtained by auditors.

Considering the fact that auditing is seen as an assurance service and
auditors are regarded as acting in the public’s interest (IFAC 2009a), it
seems remarkable that auditors in the past did not provide more
information about the audited entities and their audit. Given the
conventional assumption that auditors assist financial actors in the
efficient allocation of scarce resources in free market economies, the
standardised auditor’s report seems of relatively little help.
In 2015, changes to the unqualified auditor’s report10 were introduced
(IFAC 2015a, b) with the aim of decreasing dissatisfaction with audit
9

According to the Retriever data base (16 June 2017), auditors issued a qualified report for
approximately five percent of the most recent annual reports of all registered Swedish limited
companies.
10

Effective for audits of financial statements for periods ending on or after 15 December
2016.
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reporting and enhancing the efficiency of capital markets/cost of
capital (IFAC 2011a). New international standards for audit reporting
require auditors (at least in some instances) to inform financial
statement users about specific aspects of the audit conducted (IFAC
2015b).
Unlike the unmodified auditor’s report in use for the past years, the
current unmodified report, which was developed in the aftermath of
the Financial Crisis of 2008, goes beyond the format of standardised
information. Auditors have to include entity-specific information on
so-called “key audit matters”, according to the new ISA 701 (IFAC
2015b). Key audit matters are described as those matters which,
according to the auditor, were of most significance in the audit of the
financial statements. This results in a standardised auditor’s report
with a section on entity-specific information. However, the inclusion of
entity-specific information on key audit matters only applies to listed
and public-interest entities (EU 2014; IFAC 2015b)11.
Since the inclusion of key audit matters only applies to listed and
public-interest entities, and since these entities make up only a
relatively small portion of all entities12, the criticism of the standardised
text format of the former auditor’s report and its pass/fail character
may therefore be partly valid even after the implementation of the new
reporting model. Thus, recent changes to the auditor’s report may not
have eradicated dissatisfaction. In order to gain deeper insight into
financial statement users’ needs for their decision-making process,
further examination of past criticism of the auditor’s report is
necessary because of the proximity between former audit reporting
models and the new one.

See Appendix II for illustrations of the current unmodified auditor’s report for both
listed/public-interest entities and for those without a Key Audit Matters section requirement.
11

12

In Sweden, for instance, as many as 99.9 percent of all entities are not affected by this
new audit reporting requirement (Lennartsson 2016), which means that the overwhelming
majority of auditor’s reports are still based on entirely standardised text formats (templates).
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1.3

Overall aim

This dissertation is based on the conviction that studying the historical
development of the auditor’s report is crucial as it makes it possible to
relate what “was” (the historical state) to what “is” (the positive state)
and to what “ought to be” (the normative state) (cf. Previts 1984;
Carnegie & Napier 2012).
 The overall aim of this dissertation is therefore to gain deeper
insight into the evolution of the auditor’s report by connecting
past events concerning the auditor’s report to developments in
current audit reporting questions and challenges, and their
repercussions on the future.

1.4

Auditors’ influence on the auditor’s report

Considering the above-outlined recurrent criticism, a relevant question
is how an audit reporting model with limited informative value could
be in use for such a long time. Unfortunately, academic research
published in English that retraces the historical evolution of the
auditor’s report is relatively rare. The majority of this research is about
UK and US auditor’s reports and was published several decades ago. A
review of publication lists13 covering accounting history published in
the scientific journals Accounting History (Foreman 2001 – 2016) and
Accounting History Review (Anderson 2002a, b, 2003 – 2006, 2008,
2011, 2012a, b, 2013 – 2016) from the last 15 years shows that the lists
contain only one single academic article that specifically deals with the
evolution of the auditor’s report14.
While short overviews of the evolution of the auditor’s report are given
as background information on broader auditing issues by some
researchers (e.g. Dicksee 1951; Lee 1970; Hopkins 1984; Humphrey et
al. 1992a; Geiger 1994; Church et al. 2008), others put the evolution of
13

These lists are compilations of publications in English intended to assist accounting history
researchers to gain an appreciation of recent scientific contributions within the field.
14

This article describes the evolution of the standard unqualified auditor’s report (mainly as

a consequence of legislation and recommendations) in Canada, which has been significantly
influenced by UK and US legislation and practices (Maingot 2006).
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the auditor’s report at the center of their investigation (e.g. Cochrane
1950; Flesher & Flesher 1980; Carmichael & Winters 1982; King & Case
2003; Maingot 2006). However, the majority of these studies focuses
on descriptions of historical audit reporting requirements and not on
how auditors actually formulated their reports (an exception is the
article provided by Wakefield Smith and Shellenberger (1970)).
Ambitions to explain the development of different historical audit
reporting models are almost non-existent (see Carmichael & Winters
1982; Maingot 2006).
What can be learned from previous audit reporting research, however,
is that the auditing profession has had a distinct influence on the
evolution of the auditor’s report in its endeavour to implement uniform
reporting standards (Carmichael & Winters 1982; King & Case 2003).
The literature also highlights the auditing profession’s long-standing
argumentation in favour of a standardised pass/fail-character
communication with financial statement users.
For instance, in the 1930s, the US auditing profession advocated a
standardised auditor’s report because it would accomplish two
objectives: “(1) institute uniform report language across firms, thus
making reports more readily comparable and consequently reduce
deficient report quality and misunderstandings due to ambiguous or
vague wordings, and (2) make qualifications in audit reports more
easily recognizable” (Carmichael & Winters 1982:6).
However, critics of former standardised auditor’s reports claimed that
the auditing profession had used its dominant position to impose and
maintain auditor’s reports with limited informative value (Church et al.
2008; Humphrey et al. 2009; Mock et al. 2013). Most noticeable since
the 1970s, the profession has countered that criticism by stating that
financial statement users had not understood the purpose and practice
of auditing (Humphrey et al. 1992a; Church et al. 2008; Vanstraelen et
al. 2012; Mock et al. 2013; Litjens et al. 2015). According to the auditing
profession, financial statement users had unrealistic expectations of
auditors’ work due to their limited understanding of audit matters. As
a consequence, auditors provided more general, i.e. standardised
information in their auditor’s reports. Humphrey et al. (2009:820) put
it as follows:
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The history of auditing is replete with expressions of desire to know
more about what auditors do or exasperated auditors […]
complaining that people do not understand exactly what they do.
However, such wishes and frustrations seldom seem to be met by any
enhanced visibility and/or understanding of audit practice, lending
credence to the view that of primary significance to the audit
profession is to maintain a sense of professional mystique as this is
commercially valuable.

Also other researchers agree that the principal focus of audit reforms
throughout history has been directed towards inspiring stronger
confidence in the reputation (or ethos) of auditors instead of achieving
greater clarity and informative value (or logos) for financial statement
users (Smieliauskas et al. 2008). Auditors have therefore been
criticised for employing just an image management strategy to increase
the moral instead of the pragmatic legitimacy of their work (Humphrey
et al. 1992a; Power 2003). According to Litjens et al. (2015:269),
auditor’s reports only visualise by their standardised form that
“procedures are followed and standards are successfully applied” and
result in moral legitimacy. However, moral legitimacy seems no longer
enough to provide sufficient trust in the auditing profession.
In the discussions preceding the recent audit reporting model change
in the mid-2010s, the profession itself recognised a need to reinvest in
a more pragmatic legitimacy. In its exposure draft Reporting on
audited financial statements: Proposed new and revised
International Standards on Auditing, the International Auditing and
Assurance Standards Board (IAASB) (IFAC 2013:19) pointed out:
Many were of the view that enhancements to auditor reporting, such
as commentary, would add further value to the pass/fail opinion and
help to reinvigorate the public’s trust and confidence in the
independent auditor and increase the relevance of the audit.

The provision of key audit matters in the auditor’s report has led some
researchers to suggest that, from a historical perspective, the auditing
profession is now “trying a different approach” (Mock et al. 2013:325).
Despite the above-outlined insights into the profession’s influence on
past developments of the auditor’s report, a structured examination of
further driving forces behind the evolution of the auditor’s report is
lacking. By answering the following research question, this dissertation
contributes to previous auditing history and auditing profession
research.
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 RQ 1: What were the driving forces behind the evolution of the
auditor’s report?

1.5

Financial statement users’ perceptions of the auditor’s
report

The criticism of the auditor’s report and auditors’ reaction indicate that
in the past, financial statement users’ needs in terms of nuanced
information had largely been neglected. Only recently, through the
introduction of entity-specific information, have financial statement
users’ interests been given more consideration (IFAC 2015e).
Before the introduction of new audit reporting standards in 2015, both
regulators and professionals (e.g. IOSCO 2009; EC 2010; IFAC 2011a;
Public Company Accounting Oversight Board [PCAOB] 2011; Financial
Reporting Council [FRC] 2013) as well as academic researchers (e.g.
Church et al. 2008; Coram et al. 2011; Gray et al. 2011; Asare & Wright
2012; Vanstraelen et al. 2012) suggested that a shift be implemented
towards a focus on the information provided to financial statement
users and on financial statement users’ understanding of auditor’s
reports. After these suggestions, changes were put through quite
quickly. Apart from initial research projects, the IAASB’s Auditor
Reporting Project seems to have been hardly influenced by academic
research, which is a critical observation iterated among scholars also in
other auditing areas (cf. Francis 2011). Research exploring whether the
new audit reporting model does meet the demanded changes is still
relatively rare.
Further, although academic research in the field of audit reporting has
revealed pros and cons of different audit reporting models, the vast
majority of this research is restricted to comparisons made between an
established auditor’s report and a revised version in times of audit
reporting model change (see Church et al. 2008). In the US, for
instance, extensive research concerning the shift to a three-paragraph
auditor’s report, the SAS No. 58, in 1988 (American Institute of
Certified Public Accountants [AICPA] 1988) has been conducted (e.g.
Kelly & Mohrweis 1989; Pringle et al. 1990; Miller et al. 1993; Geiger
1994; Lowe 1994; Kneer et al. 1996). Thus, the majority of research in
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the field of audit reporting can be considered to be reactive and
restricted to times of regulative changes to the auditor’s report.
Although previous research has identified numerous possible
improvements to the auditor’s report (e.g. Church et al. 2008; Gray et
al. 2011; Maastricht Accounting and Information Management
Research Center [MARC] 2011; Asare & Wright 2012; Vanstraelen et
al. 2012; Mock et al. 2013), only a limited number of studies have
explored in-depth alternatives to existing audit reporting models (e.g.
Fisher 1990; Vanstraelen et al. 2012). The suggested improvements,
which offer multiple research opportunities, concern, among other
things, information about the scope of the audit, the audit team, the
audit process, the results of the audit and information beyond the
current scope of the audit (for an overview, see MARC 2011). Moreover,
technical terms, such as “present fairly”, have been assumed to be
easily misinterpreted and thus reduce the communicative value of the
report (Chatfield 1974; McEnroe & Martens 1998; Kirk 2001; Öhman
2007a; Smieliauskas et al. 2008; Asare & Wright 2012). Consequently,
improvements to the language used in former auditor’s reports have
been suggested (e.g. Gray et al. 2011; Asare & Wright 2012; Vanstraelen
et al. 2012).
In the audit reporting literature, it has further been discussed whether
some of the information, primarily general/standardised information
on the role and limitations of the audit, is superfluous (e.g. Gray et al.
2011; Vanstraelen et al. 2012). Considering the fact that the current
audit reporting model contains not even a fraction of the suggested
improvements, academic research on alternative audit reporting
models seems necessary in order to determine whether there are
models that better respond to financial statement users’ needs.
There are further research opportunities for examining user
perceptions of alternative auditor’s reports. Decreasing dissatisfaction
with and misperceptions of auditing in general, summarised as the socalled “audit expectation gap”15, have been the main objectives in
previous audit reporting research. Recently, however, focus has been
on narrowing gaps explicitly related to audit reporting. Dissatisfaction
15

The audit expectation gap will be described in detail in Section 8.1.
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with audit reporting illustrates a gap between what financial statement
users believe is necessary to make informed decisions and what is
available to them through the auditor’s report (cf. IOSCO 2009; IFAC
2011a; Vanstraelen et al. 2012; Mock et al. 2013). Misperceptions of
auditor’s reports in turn show a gap between how financial statement
users understand the auditor’s report and how auditors and/or
standard setters believe that the auditor’s report is understood (cf.
IOSCO 2009; Asare & Wright 2012; Mock et al. 2013).
This dissertation contributes to the audit reporting literature by
exploring whether information currently included in the auditor’s
report and/or additional information to be included in potential future
reports corresponds to financial statement users’ needs. The
dissertation also contributes to the expectation gap literature by
considering financial statement users’ dissatisfaction with and
misperceptions of auditor’s reports instead of focusing on
discontentment with auditing in general. To this end, a second research
question is raised.
 RQ 2: How can dissatisfaction with and misperceptions of
audit reporting be reduced in order to support financial
statement users’ decision-making processes?

1.6

Disposition

As the above-outlined introduction indicates, besides the auditor’s
report, auditors as senders of the information and financial statement
users as receivers are a subject of investigation. The remainder of this
dissertation is structured into two empirical parts and a concluding
reflections chapter. As will be outlined in Chapter 3, the Swedish
auditor’s report is selected as the empirical case.
The first part of the dissertation deals with the historical evolution of
the auditor’s report. As depicted in Figure 1.2, the focus of this part is
on the auditor’s report and auditors as one of the most influential
parties in the evolution of the report. The explanation of the driving
forces behind the evolution of the auditor’s report (RQ 1) is preceded
by a description of the way auditor’s reports were formulated. The
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evolution of the auditor’s report outlined in this dissertation takes its
departure in the early seventeenth century and extends to 2017.

Corporate
management

Financial
statements

Auditors
Part I
Auditor’s
report
Part II
Financial
statement
users

Figure 1.2 Focus areas of the two research questions in this dissertation.

The second part of this dissertation addresses users’ current
perceptions of the auditor’s report. The focus in this part, which aims
at answering RQ2, is therefore on the auditor’s report and financial
statement users (see Figure 1.2). In an experimental setting, it is
evaluated what information in the auditor’s report potentially
decreases dissatisfaction with and misperceptions of audit reporting.
In the concluding reflections, the findings of Part I are reviewed in light
of the findings of Part II and vice versa.
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PART I
Understanding the evolution of the
auditor’s report
This part of the dissertation focuses on auditors and their
communication with financial statement users through the auditor’s
report. It aims at explaining the driving forces behind the evolution of
the auditor’s report.
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2

Frame of reference

In order to provide a structure for explaining the evolution of the
auditor’s report, this chapter outlines two different ways auditing and
audit reporting can be perceived (see Section 2.1). Furthermore, the
driving forces in the evolution of the auditor’s report identified in
previous research are presented along with theoretical underpinnings
(see Section 2.2–2.4).

2.1

The role of auditing and audit reporting

As outlined in the introduction, the main criticism of former auditor’s
reports deals with the reports’ standardised text format not providing
financial statement users with entity-specific information (see Church
et al. 2008). Therefore, a promising way to analyse the evolution of the
auditor’s report is to focus on the division between general, or
standardised, information versus entity-specific information.
Theoretically, this division can be explained through different
perspectives on the role of auditing. Whereas the monitoring
perspective can be related to general/standardised information in
auditor’s reports, the information perspective can be connected to
entity-specific information (cf. Wallace 1980).
The monitoring perspective (Wallace 1980) is based on the assumption
of agency theory, where an independent external auditor is contracted
to attest or assure financial information issued by corporate
management (cf. Jensen & Meckling 1976). Problems that arise due to
information asymmetry, conflicting interests and moral hazard
between agents (corporate management) and principals (shareholders)
are supposed to be reduced through the audit.
From the monitoring perspective, one can argue that the information
provided in standardised auditor’s reports (containing no or a
minimum of entity-specific information) is sufficient for users’
decision-making processes since it is the “attestation” (Mautz & Sharaf
1961:243) or “a seal of approval” (AICPA 1978:73) by the auditor that
is of importance. Entity-specific information on the other hand, from
the monitoring perspective, can be considered unnecessary and even
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confusing for users. In order for financial statement users to easily
obtain the auditor’s opinion, standardised auditor’s reports with a
pass/fail opinion are preferable because they mean a minimum of
effort in terms of interpretation by the users. Instead of devoting
themselves to understanding how the auditor came to his/her
conclusion, financial statement users are assumed to trust the auditor.
The image of the neutral and professional auditor as a public watchdog
enhances the degree of confidence in the auditor’s report (cf. Jenkins
& Lowe 1999). It is through a standardised, clear and preferably concise
message that trustworthiness is transferred from the auditor to
financial statement users.
Probably the most convincing examples of “auditor’s reports” that fit
into the monitoring perspective are the succinct, uninformative
formulations common in the late nineteenth century in the UK:
“Audited and certified”, “Audited and found correct” and simply
“Audited” (Monkhouse 1890:538-9). According to Chandler and
Edwards (1996), in those days, the signature of a reputable auditor was
not only sufficient to attest the reliability of the accounts, it was the
strongest attestation an auditor could give since it implied that the
accounts were correct without a single reservation.
Although textbooks on auditing often are limited to the monitoring
perspective (cf. Eilifsen et al. 2014), an alternative or complement to
the monitoring perspective is the information perspective (Wallace
1980). The focal point of this perspective is on financial statement
users’ needs and the provision of information to enable them to make
rational economic decisions. From this perspective, information is
assumed to be needed not only by principals (shareholders) but also by
other financial statement users.
From the information perspective, it seems desirable that entityspecific information, which the auditor gains throughout the audit, be
passed on to financial statement users. Entity-specific information, as
for instance the auditor’s procedures and findings or evidence of the
auditor’s independence, adds value to the auditor’s report (Church et
al. 2008; Gray et al. 2011; Vanstraelen et al. 2012; Mock et al. 2013).
Pass/fail auditor’s reports are questionable, since they do not allow for
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nuances. More informative auditor’s reports are thus preferable
because they add value to users’ decision-making processes.
According
to
many
practitioners
(e.g.
Irvine
2014;
PricewaterhouseCoopers 2014; Waldron 2014), the 2013 report for
Rolls-Royce Holdings Plc is a showpiece auditor’s report that fits into
the information perspective, particularly its Key Audit Matters section.
A detailed auditor’s report may not be appreciated by financial
statement users only. In order to enhance their trustworthiness,
auditors themselves might also prefer detailed and informative
auditor’s reports since they convey greater transparency. Already in the
first half of the twentieth century Jackson (1926:63) noted that
auditors may benefit from informative auditor’s reports:
[The auditor] is the representative of a dignified profession, and is
himself an intelligent, educated, professional man; he has no greater
opportunity to demonstrate this than through his reports and
certificates submitted as the result of his work.

In the recent audit reporting model change, the IAASB (IFAC 2011a:7)
in fact argued in line with the information perspective: “Increased
transparency about the audit process may therefore have a beneficial
effect on perceptions of audit quality”.
Previous audit reporting research makes the distinction between the
monitoring and the information perspectives visible (although the
terms “monitoring” and “information perspective” are not used
explicitly). Financial statement users recognise the monitoring
perspective since they perceive the standard unqualified auditor’s
report to have value. Coram et al. (2011:237) note that “consistent with
prior research, the auditor’s report per se is of importance to users of
financial statements in the sense that it signals a level of reliability not
available in unaudited financial statements”. In a similar vein, the
standardised auditor’s report has been ascribed symbolic value due to
the fact that users do not read it but merely glance at it to see whether
it is unqualified (Church et al. 2008; Porter et al. 2009; Coram et al.
2011; Gray et al. 2011). However, these and other research findings also
highlight users’ perceived needs for increased entity-specific
information in order to make informed decisions, which is in line with
the information perspective.
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To understand the evolution of the auditor’s report, the monitoring and
the information perspective can be connected to different kinds of
developments. Within the philosophy of science, development is
described in different ways. Continuous growth, i.e. the accumulation
of knowledge over time, is one way of perceiving development (Crane
1972). Other philosophers provide arguments for discontinuous
growth. One is Thomas Kuhn (1962) who in his seminal work The
Structure of Scientific Revolutions suggested that development
progresses in phases of an accepted paradigm until this paradigm is
discredited and a crisis begins. As a consequence of such a crisis,
development slows down or even stops until a new paradigm is
accepted and growth resumes.
According to Filstead (1979:34) a paradigm fulfills the following four
criteria:
A paradigm (1) serves as a guide to the professionals in a discipline
for it indicates what are the important problems and issues
confronting the discipline; (2) goes about developing an explanatory
scheme (i.e. models and theories) which can place these issues and
problems in a framework which will allow practitioners to try to solve
them; (3) establishes the criteria for the appropriate “tools” (i.e.
methodologies, instruments, and types and forms of data collection)
to use in solving these disciplinary puzzles; and (4) provides an
epistemology in which the preceding tasks can be viewed as
organizing principles for carrying out the “normal work” of the
discipline. Paradigms not only allow a discipline to “make sense” of
different kinds of phenomena but provide a framework in which
these phenomena can be identified as existing in the first place.

Similarly, previous research (Gilling 1976:69) has identified
frameworks from which professionals make sense of their world:
All professions have a defining ideology, which in a general sense
establishes a pattern of thought and a way of looking at the world for
the profession. This pattern of thought defines activity of the
profession, its problems, and appropriate ways of approaching those
problems.
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The idea of discontinuous development16 and the concept of paradigms
relate to the above-described monitoring and information perspective.
Following the discussion of the auditor’s report above, in a so-called
“monitoring paradigm”, a general/standardised audit reporting model
can be seen as the guideline for professional behaviour. Furthermore,
proponents of this paradigm can be assumed to argue in favour of their
way of communicating with financial statement users from the
monitoring perspective (cf. Wallace 1980) where a general or
standardised attestation is preferable. On the other hand, in a so-called
“information paradigm” an entity-specific attestation is provided by
auditors as this fits into the information perspective (cf. Wallace 1980)
which is focused on financial statement users’ needs to make informed
decisions.
The idea of discontinuous development and the concept of paradigms
have not won any greater recognition in previous audit reporting
research. This might be due to the fact that no or few detailed auditor’s
reports containing entity-specific information are known in previous
research about the evolution of the UK’s and US’s auditor’s report17 (cf.
Lee 1970; Carmichael & Winters 1982; Hopkins 1984). However, in
their findings about financial statement users’ perceptions of the
former standardised audit reporting model, Gray et al. (2011:662) refer
to the concept of paradigms:
Our findings clearly indicate that audit standard setters will need to
make significant changes to the auditor’s report if they wish to reduce
misperceptions, […]. Stakeholders in this study suggested a variety of
changes to improve the audit reporting model. Some changes would
be relatively minor, while some could be paradigm shifts in terms of
the relationships between auditors, client management, those
charged with governance, and financial statement users.

16

“Discontinuous growth”, which constitutes an important concept in the description of

scientific evolution, seems an inappropriate term when analysing the evolution of the
auditor’s report. Focus should rather be on “discontinuous development” since different audit
reporting models are perceived differently by the actors in the audit arena – actors
presumably also understand the term “growth” in different ways.
Spraakman (2011) provides an example of an auditor’s report including entity-specific
information for the Hudson’s Bay Company for 1866. Other examples are given by
Jackson (1926) and King and Case (2003).
17
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According to Gray et al. (2011:679), the suggested improvements to the
former auditor’s report are about adding entity-specific information
such as “how auditors reached their opinions, or a synopsis of
discussions between the auditors, client management, and the audit
committee, and the outcome of those discussions”. Similar suggestions
have been made by Swedish financial statement users (Öhman
2007a).18
Thus, the idea of discontinuous development and the concept of
paradigms seem applicable when referring to the monitoring and
information perspective and constitute part of the conceptual
framework for the analysis of the development of the auditor’s report
in this dissertation.

2.2

Driving forces behind the evolution of the auditor’s report

Previous research about the evolution of the auditor’s report seldom
provides analytical tools or structures for an understanding of the
driving forces behind the evolution. Rather, explanations for the
historical development are strung together in a chronological order.
Carmichael and Winters (1982), two of few researchers who trace the
evolution of the (US) auditor’s report and identify pivotal events and
circumstances leading to the development of those reports organise
their paper around what they consider to be the landmarks in audit
reporting. Starting with “Landmark I” in 1917, they discuss what they
assume to be the primary environmental influences leading to the
landmarks in a chronological order.
In order to illustrate previous research findings concerning the driving
forces in the evolution of the auditor’s report, the model shown in
Figure 2.1 can be used as an explanatory tool. The model shows that
besides individual auditors and/or the auditing profession also other
interested parties such as corporate management, financial statement
users and regulators (here summarised as non-auditors), and critical
events have had a decisive influence on the auditor’s report. The arrows
A thorough examination of suggested improvements to the standardised auditor’s report
is provided in Part II of this dissertation.
18

37

in the model indicate the interaction between individual auditors/the
auditing profession and non-auditors which, together with the
auditor’s report and critical events, led to the reciprocal process of the
evolution of the auditor’s report.

Critical events

Non-auditors

Individual auditors/
The auditing profession

Auditor’s
report

Figure 2.1 Analytical model of the driving forces behind the evolution of the
auditor’s report.

Individual auditors’ influence on the auditor’s report, especially before
audit societies reached professionalism and no laws prescribed
auditors how to formulate their reports, seems obvious. Monkhouse
(1890) noticed that UK auditor’s reports differed in the late nineteenth
century: “Some [auditors] favoured strict adherence to the regulations
contained in a company’s articles of association, while others
preferred extremely detailed reports covering not only a description
of the audit work carried out but also specific comments on individual
aspects of the company’s performance and position” (Chandler &
Edwards 1996:18). The following quotation from a debate from about
the same time also shows individual auditors’ influence on the UK
auditor’s report:
Whether the certificate should be long or short, whether it should say
absolutely what has been done, or simply, as some speaker indicated,
what had not been done, must depend very much on the judgement
and discretion of individual members. (Harmood Banner 1894

referred to in Humphrey et al. 1992a:158)
Also in the US, standard auditor’s reports did not exist around the turn
of the nineteenth to the twentieth century (Carmichael & Winters 1982;
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King & Case 2003; PCAOB 2010), and “each auditor or firm adopted
its own language” (Flesher & Flesher 1980:60). No uniformity of
auditor’s reports existed among US accounting firms until the 1930s.
Aside from individual auditors, the auditing profession has had a major
influence on the auditor’s report. Several researchers show that the
auditing profession recurrently changed the wording of recommended
audit reporting models throughout the years (Lee 1970; Flesher &
Flesher 1980; Carmichael & Winters 1982; Humphrey et al. 1992a;
King & Case 2003). Most often, these changes were put through as a
reaction to criticism or requests from non-auditors. Sometimes they
were implemented due to critical events. Individual auditors/the
auditing profession also adopted auditor’s reports that resembled the
ones issued by auditors in other countries (Flesher & Flesher 1980;
Carmichael & Winters 1982; King & Case 2003).
The following examples highlight the reciprocal relationship between
individual auditors/the auditing profession and non-auditors along
with critical events that changed the auditor’s report throughout
history. These examples aim to provide an understanding of the
analytical model presented in Figure 2.1 and do not cover in exhaustive
detail previous research findings concerning driving forces in the
evolution of the (UK and US) auditor’s report.
Corporate management’s influence on individual auditors/the auditing
profession seems most noticeable in the early twentieth century. Due
to auditors’ lack of authority (Cochrane 1950; Brief 1975), US auditor’s
reports at that time were influenced by corporate management
(Carmichael & Winters 1982). In the absence of statutory audit
requirements, auditors had to justify their work by suggesting
economic benefits to their clients, i.e. corporate management.
Carmichael and Winters (1982:2) elucidate:
The flexibility in reporting permitted by the lack of defined standards
was accentuated by the service-to-the-client philosophy that
pervaded early accounting practice. Since clients did not have to have
audits, an auditor was not in a position to dictate the extent of work
that a client required. The scope of the examination was flexible, but
the auditor would, accordingly, restrict the report wording to
conclusions justified by the scope of the work performed.
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Concerning financial statement users’ influence on the auditing
profession, King and Case (2003) point out several occasions when the
US auditing profession adjusted audit reporting models due to users’
criticism of reports and requests for more information. An early
example is the 1917 recommendation (labelled “Federal Reserve
Bulletin of 1917”) by the American Institute of Accountants (later
renamed American Institute of Certified Public Accountants). This
recommendation was submitted since “the number of public
corporations was growing at a rapid rate and stockholders wanted
some independent opinion on the firm’s financial statements” (King &
Case 2003:7). Thus, financial statement users’ influence on the
auditing profession was caused by what can be regarded as a critical
event, i.e. the industrial revolution that gave rise to business growth
(Cochrane 1950; Flesher & Flesher 1980). The 1917 recommendation
was then adjusted in 1918 as a consequence of comments from, among
others, financial statement users such as bankers, merchants and
manufacturers (Cochrane 1950; Flesher & Flesher 1980; Carmichael &
Winters 1982; King & Case 2003).
Another example of when financial statement users affected the
auditing profession concerns the changes of the US auditor’s report
adopted following the findings of the Cohen Commission (AICPA 1978)
in the late 1980s. The short-form auditor’s report, including a scope
and an opinion paragraph, was replaced by the longer but still
standardised Statement on Auditing Standards (SAS) No. 58 report
that included three paragraphs (introduction, scope and opinion)
(Carmichael & Winters 1982; King & Case 2003). Financial statement
users’ criticism and requests for more information led the auditing
profession, above all, to add information about the responsibilities of
corporate management and the auditor respectively to the report.
“However, longer does not always mean better” (Humphrey et al.
1992a:146) and the revised auditor’s report also became the subject of
criticism by financial statement users.
The recent audit reporting model change in the UK, the US and
internationally due to revised and new auditing standards is a third
example of the auditing profession’s reaction to financial statements
users’ criticism of former reports and requests for more information
(see PCAOB 2013a, b; FRC 2014; IFAC 2015a, b).
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Auditors’ adaptions to and conformity with audit reporting models due
to requests from regulators are another driving force in the evolution
of the auditor’s report. For instance, in the UK, the 1900 Companies
Act required auditors to issue a report on whether or not, in their
opinion, the balance sheet presented a so-called “true and correct
view”19 (Dicksee 1951; Flesher & Flesher 1980; Hopkins 1984; King &
Case 2003). King and Case (2003) outline the advent of the corporate
form of ownership, which can be seen as a critical event and thus a
driving force in the process of requiring annual audits of business
transactions. Dicksee (1951) mentions the London and General Bank
case, in which the auditor refrained from reporting what he knew in
order to protect the bank from ruin and shareholders from financial
losses, as a critical event for the introduction of the 1900 Companies
Act.
In the US, the formation of two regulatory agencies – the Federal
Reserve Board in 1913 and the Federal Trade Commission in 1914 –
started a movement that promoted standardised auditor’s reports
(Carmichael & Winters 1982). The agencies were formed in the wake of
a critical event: the Financial Panic of 1907. Similar to financial
statement users, the Federal Reserve Board and the Federal Trade
Commission criticised audited financial statements. As a consequence,
the American Institute of Accountants issued the above-mentioned
audit reporting model, the Reserve Bulletin of 1917. The auditing
profession’s initiative in response to outside pressure from both
financial statement users and regulators thus “marked the beginning
of the profession’s exercise of self-discipline over the content of the
auditor’s report” (Carmichael & Winters 1982:3).
Another example of how regulators and the auditing profession
interaction changed the evolution of the US auditor’s report is the New
York Stock Exchange’s requirement of 1934 that registrants adopt a
standardised report. It was supposed to include two paragraphs (scope
and opinion) (Cochrane 1950; Carmichael & Winters 1982; PCAOB
2010). This requirement was enforced in the aftermath of the stock
19

Before, audit legislation for specific types of companies, such as the Railways Companies
Act of 1867 and the Banking and Joint-stock Companies Act of 1879, required UK auditors
to ascertain the balance sheets of these companies (Lee 1970; Littleton 1981).
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market crash of 1929 which led the New York Stock Exchange and the
American Institute of Accountants to work jointly to improve financial
reporting and auditing practices (Cochrane 1950; Flesher & Flesher
1980; Carmichael & Winters 1982; King & Case 2003; PCAOB 2010).
Although the requirements only applied to listed companies and their
auditors, from that time onwards, auditor’s reports of unlisted
companies were considered deficient unless the requirements had been
met (Cochrane 1950; Carmichael & Winters 1982). Carmichael and
Winters (1982:7) note that the changes to the auditor’s report put
through due to “the efforts of the AIA and the NYSE during the 19321934 correspondence occurred in an environment of severe public
criticism of the financial community and corporate management”
(see also Cochrane 1950). Flesher & Flesher (1980) too describe the
climate at the time as marked by uncertainty, mistrust and public
criticism of the business community. Consequently, in the case of the
1934 US audit reporting requirements, both a critical event (the Stock
Market Crash of 1929) and external pressures on the auditing
profession exerted by regulators, financial statement users and
corporate management are identified as driving forces in the evolution
of the auditor’s report.
Other examples where several non-auditors influenced the auditing
profession to change auditor’s reports are court decisions including the
Ultramares Corporation v. Touche, Niven and Company case (1931)
and the McKesson and Robbins case (1939) in the US (see Cochrane
1950; Flesher & Flesher 1980; Carmichael & Winters 1982; Humphrey
et al. 1992a). The Ultramares case, which held that auditors “could be
liable to third parties for gross negligence from which an inference of
fraud could be drawn” (Carmichael & Winters 1982:4), led the
auditing profession to drop the term “certify” in their reports
(Cochrane 1950; Flesher & Flesher 1980, Carmichael & Winters 1982;
Geiger 1993; PCAOB 2010). This change was made in an attempt to
emphasise that the report was an opinion and not a guarantee. The
McKesson and Robbins case, which led the Security and Exchange
Commission to conclude that “existing audit standards were
inadequate and that the type of audit being performed was not
serving even its ostensible purpose” (Humphrey et al. 1992a:141),
caused the auditing profession, among other things, to include the
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information in the auditor’s report that auditors reviewed the system
of internal control (Cochrane 1950; Flesher & Flesher 1980).
In order to gain a deeper understanding of the driving forces in the
evolution of the auditor’s report, further theory-based propositions are
presented in the following two sections.

2.3

The institutional-theory perspective

In the field of audit reporting, institutional theory has been outlined as
a promising means to explain interactions between different parties in
the audit arena and their relation to the development towards
“boilerplate”, i.e. highly standardised auditor’s reports (Gray et al.
2011).
Institutional theory, originating from Weber’s (1947) metaphorical
description of bureaucracy as an “iron cage”, covers a variety of
meanings (Scott 1987) where neo-institutional theory can be
summarised as based on the premises that organisations are socially
constructed and subject to different pressures in their legitimisation
process (Meyer & Rowan 1977; DiMaggio & Powell 1983). DiMaggio
and Powell (1983:148) suggest that:
[…] in the initial stages of their life cycle, organizational fields display
considerable diversity in approach and form. Once a field becomes
well established, however, there is an inexorable push towards
homogenization.

The authors define an organisational field to be “organizations that, in
the aggregate, constitute a recognized area of institutional life: key
suppliers, resource and product consumers, regulatory agencies, and
other organizations that produce similar services or products”. The
push towards homogenisation is explained by a desire to obtain
legitimacy rather than improved performance (Meyer & Rowan 1977;
DiMaggio & Powell 1983; Scott 1987).
Institutional theory has been applied to numerous previous audit
research projects (e.g. Carpenter & Dirsmith 1993; Suddaby et al. 2007;
Cohen et al. 2008; Beasley et al. 2009; Baker et al. 2014). This research
builds on the notion that organisational fields become more similar to
one another due to powerful forces. Valuable insights can also be
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gained from Wallerstedt’s (1999, 2002, 2009) and Öhman’s and
Wallerstedt’s (2012) analyses of the development of the Swedish
auditing profession. These researchers draw on an institutional-theory
perspective when they point out interactions among different parties in
the audit arena that form the field of professional auditing (cf.
DiMaggio & Powell 1983). Both external forces, through regulation or
expectations of other parties, and internal forces, such as agreements
to codes of conduct among professionals, affected the formation,
consolidation and internationalisation of the Swedish auditing
profession (Wallerstedt 2002, 2009).
According to DiMaggio and Powell (1983:147), “highly structured
organizational fields provide a context in which individual efforts to
deal rationally with uncertainty and constraint often lead, in the
aggregate, to homogeneity in structure, culture, and output”. The
auditing profession’s striving for standardised auditor’s reports
(outlined in Section 1.4) fits into this line of reasoning where the
auditor’s report that gained a high degree of homogeneity can be seen
as an output of the auditing profession, a highly structured
organisational field (cf. Gray et al. 2011).
The process of homogenisation is referred to as “isomorphism” and the
three identified mechanisms through which institutional change
occurs are: (1) coercive, (2) mimetic and (3) normative isomorphism
(DiMaggio & Powell 1983).
Coercive isomorphism is described as resulting from both formal and
informal pressures on organisations by other organisations or by
expectations in society (DiMaggio & Powell 1983). The change occurs
due to the perceived dependence on pressure groups or expectations
expressed by the public and is thus connected to legitimacy.
Mimetic isomorphism results from feelings of uncertainty. DiMaggio
and Powell (1983) claim that when organisations face uncertainty, for
instance, when they face problems with ambiguous causes or unclear
solutions, they tend to imitate or model themselves on other
organisations. This modeling may occur consciously or unconsciously
and is caused when an organisation that serves as a role model is
perceived to be more legitimate or successful.
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Normative isomorphism originates primarily from professionalisation
and means the establishment of a cognitive base and legitimation for
the autonomy of the members of an occupation. According to
DiMagggio and Powell (1983:152), there are two aspects of
professionalisation that are important sources of isomorphism: “One is
the resting of formal education and of legitimation in a cognitive base
produced by university specialists; the second is the growth and
elaboration of professional networks that span organizations and
across which new models diffuse rapidly”. Further, the filtering of
personnel through, for instance, anticipatory socialisation to common
expectations about personal behaviour, is an important mechanism for
encouraging normative isomorphism. Normative power can both
emanate from the state or the activities of a profession.
In the field of historical audit reporting research, Maingot (2006)
draws on institutional theory. In his analysis of the evolution of the
Canadian standard unqualified auditor’s report, he explains the
influences of both UK and US legislation and practice from an
institutional-theory perspective. Maingot (2006:32) claims that:
The historical development of the changes to the auditor’s report in
Canada in response to British influence prior to the 1930s and
American influence after the 1930s cannot be explained entirely by a
chronology of certain events; the forces of mimetic, coercive, and
normative isomorphism as conceptualized by institutional theory
also have explanatory power. There is a strong need to seek
legitimacy, to copy or model other organizations, and to become
more homogeneous with other organizations.

Although other audit reporting researchers do not explicitly refer to
institutional theory, developments described by them imply
isomorphistic mechanisms that can be explained through institutional
theory. US auditors’ adoption of British auditing procedures including
formulations of auditor’s reports in the late nineteenth/early twentieth
century, for instance, can be explained through mimetic isomorphism.
The reason for this was the auditing practices that were introduced to
the US by British auditors (Cochrane 1950; Flesher & Flesher 1980;
Carmichael & Winters 1982; King & Case 2003). Similarly, the threeparagraph audit reporting model of the 1980s was adopted by the
auditing profession in other countries (Humphrey et al. 1992a) and can
thus be connected to isomorphistic mechanisms.
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2.4

The critical-theory perspective

While the institutional-theory perspective seems to be helpful in
understanding the evolution of the auditor’s report, the critical-theory
perspective serves as a further theoretical tool.
Today, the Frankfurt School, which was established as a school of
thought drawing on critical methods developed by Marx20 and Freud
in the 1920s, is synonymous for early critical theory (Burrill & Adorno
1987). In the early 1960s, the critical theory became established as one
of the strongest movements in today’s social theory. From a criticaltheory perspective, asymmetric power relations between different
groups in society and distorted communication are two important
issues to investigate (Alvesson & Deetz 2000).
Thus, one way to study power imbalance is to analyse the
argumentation for or against certain actions and intended effects. In
such an analysis, it is important to understand who argues and which
groups are preferred in the argumentation. A critical-theory
perspective also implies recognising the influence of history, culture,
and social positioning concerning beliefs and actions (Brookfield
1987).
A critical-theory perspective is further applied to identify and challenge
assumptions behind everyday ways of perceiving, conceiving and
acting (Brookfield 1987). It is about the imagination and exploration of
alternatives that may challenge established orders. Alvesson and Deetz
(2000:9) put it this way:
Critical social research is thus oriented towards challenging rather
than confirming that which is established, disrupting rather than
reproducing cultural traditions and conventions, opening up and
showing tensions in language use rather than continuing its
domination, encouraging productive dissension rather than taking
20

It might seem incongruous to refer to Marx in this context, as shareholders (an important
group of financial statement users) from a Marxist perspective would be qualified as
belonging to the bourgeoisie, i.e. as the ruling class that controls the working class. Since
the focus in this dissertation, however, is on the information asymmetry between financial
statement users and corporate management that can be bridged by the auditor, Marx’s
thoughts are borrowed when referring to inequality in terms of power and struggles between
the parties in the audit arena rather than class struggles (cf. Willmott 1986; Humphrey &
Moizer 1990; Robson & Cooper 1990; Power 2003).
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surface consensus as a point of departure. The intention is thereby to
contribute to emancipation, for example, to encourage rethinking
and the emotional as well as cognitive working through of ideas and
identities which are repressive.

By applying a critical-theory perspective, light is shed on the auditing
profession’s reactions to criticism concerning the auditor’s report (see
Subsection 2.4.1) and on dilemmas that the auditing profession faces
when providing audit services, including auditor’s reports (see
Subsection 2.4.2).
The auditing profession and its struggle with criticism
Previous critical research in the field of auditing is often based on a
desire to challenge claims that auditing may have had to a naturally
objective status, i.e. a desire to challenge the mainstream technicalrational audit function (e.g. Willmott 1986; Humphrey & Moizer 1990;
Robson & Cooper 1990; Power 2003). Instead of assuming auditing to
be a neutral scientific phenomenon, auditing has been portrayed as a
“contextually dependent activity which is both social and political in
itself and capable of serving a diversity of roles and functions”
(Humphrey & Moizer 1990:217). Further, this and more specific audit
reporting research suggests that the monitoring paradigm (see Section
2.1) on the role of auditing has had a predominant position due to the
auditing profession’s way of reasoning (e.g. Eilifsen & Willekens 2008;
Humphrey et al. 2009; Mock et al. 2013). It is argued that because of
the (previous) auditing profession’s predominant position with a high
degree of self-regulation, auditors have been able to claim preferential
right of interpretation of the fundamentals of financial auditing. The
outcome of this was (and to some extent still is) a general or
standardised audit reporting model which did (does) not fully
correspond to financial statement users’ needs.
One often suggested explanation for why dissatisfaction in the field of
auditing still exists, at least until the recent audit reporting debate –
some even suggest that it has been growing for the last 20–30 years
(Haddrill 2011) – is the educative tone in previous responses from the
auditing profession to concerns from the public. There is the idea that
the auditing profession has tried to reduce or transform dissatisfaction
into misperceptions, meaning that what the profession labels financial
statement users’ “unreasonable expectations” can be reduced through
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various kinds of teaching initiatives for non-auditors (e.g. Humphrey
et al. 1992a; Porter et al. 2009; Gray et al. 2011; Mock et al. 2013).
Humphrey et al. (1992a:147) explain this as follows:
In such a context, educational initiatives can be seen as a possible
mechanism by which certain preferred positions are protected. In
this respect, it is notable how profession-led educational exercises
and discussions are usually framed in terms of a lack of
understanding on the part of non-auditors as to the role of auditing,
and how rarely they extend to a debate as to what the role of the
auditor should be, or provide more information on the nature and
quality of audit performance.

Researchers who hold the point of view that it has been the auditing
profession’s goal to define dissatisfaction with auditing as
misperceptions assume that it is easier for auditors to handle these
misperceptions than dissatisfaction (Manson & Zaman 2001; Öhman
2007a; Humphrey et al. 2009; Vanstraelen et al. 2012). According to
Humphrey et al. (1992a:147), this is highly visible when auditor’s
reports were intended to improve users’ understanding rather than
providing more information on the audit process:
This is well reflected in the move towards longer-form audit
reporting, where the dominant emphasis has been on providing
information on generalized audit responsibilities rather than the
detailing of specific considerations and findings affecting the
enterprise which has been audited. The intention, therefore, appears
to be to give to readers more information about auditing, rather than
more information about the results of the audit.

Vanstraelen et al. (2012:195) further suggest that it seems as if the
discussion on financial statement users’ dissatisfaction and/or
misperceptions with auditing “has been a convenient argument
preventing much progress or reforms in the field of audit reporting”.
This quotation also implicitly addresses the auditing profession’s
choice to extricate itself from criticism by shifting the focus from
dissatisfaction to misperceptions.
From the above-described actions of the auditing profession it seems
as if the profession has prevented a development of the auditor’s report
that is aligned with financial statement users’ needs for detailed
information, i.e. a development that follows the information paradigm
on auditing (see Section 2.1). Another important message from
previous research, is that auditors in their argumentation have focused
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on users’ inadequate knowledge instead of the auditor’s report itself.
Thus, a certain power imbalance and distorted communication is
indicated in previous research.
However, a historical perspective shows that the auditing profession
has not always had a predominant position. An understanding of the
development of the auditing profession and its arguments for or
against various audit reporting models is needed to better understand
the driving forces behind the evolution of the auditor’s report. To this
end, a discussion about professionalisation and professionalism along
with the specific dilemmas that the profession has been facing is
provided in the following subsection.
The auditing profession – acting as a profession?
The development of the auditing profession has gained considerable
attention among academics in diverse jurisdictions (see, for instance,
Willmott 1986; Lee 1988; Robson & Cooper 1990 for the development
in the UK; Zeff 2003a, b (US); Baker 2014 (UK and France); Quick
2005 (Germany); Wallerstedt 2009 (Sweden)). The following brief
overview of the Swedish auditing profession, for instance, shows
theoretically identified signs of professionalism. According to Wilensky
(1964), the core of a profession consists of the following five signs of
professionalism: full-time occupation, the establishment of adequate
training (often including university education), the founding of
professional associations, legislated protection for the professional title
and the emergence of a code of ethics. Drawing on Wilensky’s (1964)
framework, in their historical review, Öhman and Wallerstedt (2012)
conclude that the Swedish Institute of Authorized Public Accountants
(Föreningen Auktoriserade Revisorer, FAR21), encountered the first
signs of professionalism in the 1940s. This was about 20 years after the
founding of FAR and about 50 years after the introduction of
mandatory auditing in Swedish legislation. These first steps in the

Initially named “The Swedish Institute of Authorized Public Accountants”, its current name
is “FAR, Institute for the Accountancy Profession in Sweden”. In the remainder of this
dissertation, the designation “FAR” is used since this abbreviation has been valid throughout
the years of the Institute’s existence.
21
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development of the Swedish auditing profession laid the foundation for
further developments (Öhman & Wallerstedt 2012).
Referring to Abbott (1988) and Freidson (1994), among others, Öhman
and Wallerstedt (2012) suggest an expansion of Wilensky’s (1964)
framework due to the gradual development of the Swedish auditing
profession’s knowledge base. By the 1970s, the Swedish auditing
profession had progressed in its development: the new Companies Act
stipulated that FAR was to act as a standard-setting body. This basis
for self-regulation is an important factor for researchers to claim that
the Swedish auditing profession reached its height of reputation and
influence by the late 1970s/1980s (Jönsson 2004; Wallerstedt 2009).
Considering the height of reputation and influence, it seems reasonable
to assume that the Swedish auditing profession acted in the interest of
the public at least by this time.
However, it should be added that there is dissension concerning what
elements to include in defining professions (Johnson 1972). Also, when
it comes to the auditing profession, there is research that questions a
frequently cited key element: its body of knowledge (Goldstein 1984).
In a critical historical review, it is suggested that accountants “have
advanced their professionalization by »claims« to knowledge; that
accounting knowledge, rather than being substantive, coherent and
differentiated, and thus functioning as a technical resource, is better
seen as a »strategic« resource in the professionalization project”
(Hines 1989:89). Also elsewhere (e.g. Willmott 1986; Humphrey &
Moizer 1990; Pentland 1993; Power 2003; Carrington 2010), the
auditing profession is rather portrayed as representing a professional
image.
In the aftermath of Durkheim’s Professional Ethics and Civic Morals
(Durkheim 1957), it has been suggested that “professions are to be
distinguished from other occupations by their altruism which is
expressed in the ‘service’ orientation of professional men” (Johnson
1972:13). However, when it comes to the auditing profession’s
influence on the auditor’s report, as shown in the previous subsection,
many researchers have claimed the opposite. This contradictory view
of a certain profession is nothing new in sociology. Johnson (1972:17)
illustrates this as follows:
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The professions, then, have presented to the social scientist two
profiles: Janus-headed, they promise both a structural basis for a free
and independent citizenry in a world threatened by bureaucratic
tyranny and at the same time themselves harbor a threat to freedom.
On the one hand altruistic motivation and a collectivity-orientation
have been imputed to the professional, on the other he is said to
suffer from a trained incapacity for social responsibility.

Lindblom and Ruland (1997), in a similar way, describe a functionalist
view and a conflict view when evaluating public interest versus selfinterest of the auditing profession with regard to the American
Institute of Certified Accountants’ Code of Conduct. The functionalist
view of professions originates from the functionalist school of socioanthropology and departs from the assumption that professions come
into existence in order to fill a genuine human need. According to the
functionalist view (Lindblom & Ruland 1997:574),
[…] professionals are granted a special position in society because
they are able to address a human need utilizing knowledge which has
been acquired through specialized training, training which is open to
all who have the appropriate levels of ability and dedication. The
superior quality of the professional’s work results in the high social,
economic, and legal position which is enjoyed by professionals.

According to Lindblom and Ruland (1997), from a conflict view,
professions are seen as “harmful monopolistic oligarchies whose
rational control of technology would lead to some form of
meritocracy” (Johnson 1972:12). The conflict view fits well into the
critical-theory perspective concerning auditing. Humphrey and Moizer
(1990:218) state that: “Implicit in such critical perspectives in
accounting is a model of society that is conflict-based”.
Marshall (1939:331-332) suggests that professionals ought to devote
themselves to acting in the interest of the public: “That, I believe, is the
essence of professionalism and it is not concerned with self-interest,
but with the welfare of the client”. However, in the audit environment
it is unclear who the auditor’s client is (see Zeff 1987; Humphrey &
Moizer 1990).
Even when acting as nothing but altruistic or public-serving
professionals, auditors are facing a dilemma compared with classical
professions such as legal or medical professions (Johnson 1972), the
latter of which can be defined in terms of a bilateral relationship
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between the professional and the client (Lindblom & Ruland 1997).
Lindblom and Ruland (1997:573-574) put it as follows:
Professionalism in accounting, then, should be viewed in the context
of a triad consisting of the professional, the client, and the public.
While there is a professional/client relationship in accounting,
because an inherent aspect of the practice of accounting involves
disclosure to the public, the public assumes a role which is distinct
from that of the client and which may be incompatible with that of
the client. The professional may be in the position where loyal and
faithful services to the client may result in less than perfectly
trustworthy information being reported to the public, while full
disclosure to the public may be perceived as a disservice to the client.

So, who is the “real” client of auditing professionals? On a hypothetical
level, the auditor’s bridging of the information asymmetry between
corporate management and financial statement users can be seen as
acting in the interest of the public (cf. Jensen & Meckling 1976). On the
other hand, auditors are not contracted and paid by the public or
financial statement users, but by corporate management. Impartiality,
independence and objectivity thus have been outlined as key elements
in order for financial statement users to trust auditing professionals
(Flint 1988). Already in the first half of the twentieth century, CarrSaunders and Wilson (1933:221) noted that the “position of the
company auditor is one of peculiar delicacy, for though he is
appointed as the ‘watchdog’ of the shareholders, he must yet work in
close and constant cooperation with the board”. Jackson (1926:63)
highlights that “the professional auditor should bear in mind that he
has a double responsibility to the public requiring an even finer sense
of candor and justice than that to his client”.
The current audit environment implies additional difficulties as
auditors also are tied to audit firms, i.e. their employers pursuing
economic interests (Öhman 2007a). Thus, a further dimension is
added to the above-mentioned triad. In addition to financial statement
users and corporate management, auditors must relate and adhere to
requirements from both the auditing profession and their employers
(Öhman 2007a). As illustrated in Figure 2.2, when auditors act in the
interest of financial statement users and the auditing profession, they
perform what can be labelled “business for society”. Acting in the
interest of corporate management, and audit firms, auditors devote
themselves to “business in society”.
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Figure 2.2 Model of the parties acting in the audit arena (adjusted model by
Öhman 2007a:196).

When considering research findings that emphasise auditors’
preoccupation with business in society (Willmott 1986; Humphrey &
Moizer 1990; Öhman 2007a; Humphrey et al. 2009), there are reasons
to question the auditing profession’s acting in the public’s interest also
when it comes to the formulation of auditor’s reports. The abovepresented model can serve as a further guideline when analysing the
driving forces for different audit reporting models. It can help to clarify
on which parties in the audit arena individual auditors and the
profession focus in argumenting for or against different audit reporting
models. Moreover, the model can illustrate different intentions behind
arguments and actions performed by influential individual auditors
and the auditing profession in a historical review of the evolution of the
auditor’s report.
Summarising the above-outlined frame of reference, it appears that
different theoretical approaches have the potential to provide
complementing explanations for the driving forces behind the
evolution of the auditor’s report. The division into a monitoring and an
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information paradigm enables an understanding of contrasting ways of
approaching the auditor’s report. The analytical model of the reciprocal
processes involving auditors, non-auditors and critical events sheds
light on the interaction of different parties and events. The
institutional-theory perspective seems to enable an understanding why
auditor’s reports increased in uniformity.
While these approaches furnish valuable analyses, they seem incapable
of giving convincing explanations for why auditors were able to adopt
and maintain auditor’s reports not aligned with financial statement
users’ needs. Previous research that applies a critical-theory
perspective suggests explanations for reports with limited informative
value. However, this dissertation proposes that this field of research be
extended. In order to understand the driving forces behind the
evolution of the auditor’s report, and in particular the recurrent
criticism expressed by financial statement users, it is crucial to
understand the development of the auditing profession in parallel to
the evolution of the auditor’s report.
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3

Method

In this chapter, I present and argue in favour of the methods I have
used to answer RQ1. The case of the Swedish auditor’s report seems to
be of particular interest in order to deepen existing knowledge about
the driving forces behind the evolution of the auditor’s report. Sources
reveal that in the nineteenth century the Swedish auditor’s report was
quite long and detailed, and contained highly critical remarks on the
actions of corporate management (Påhlgren 1938; Sillén 1944, 1952),
as opposed to, for instance, the UK’s (DePaula 1937; Dicksee 1951; Lee
1970; Chatfield 1974; Brief 1975; Littleton 1981) and the US’s auditor’s
report (Flesher & Flesher 1980; Carmichael & Winters 1982; King &
Case 2003; Church et al. 2008; PCAOB 2010).
Further, until today, the Swedish auditor’s report deviates from its
international equivalents. Swedish auditors are required to review not
only financial statements and the underlying accounts, but also the
administrative performance of corporate management (SFS
1999:1079). This additional review, labelled “audit of the
management’s administration” or simply “management audit”, is
described in the Report on other legal and regulatory requirements in
the current Swedish auditor’s report (FAR 2016d, e) (see Appendix XI).
Since management audits have been part of Swedish auditors’ work
since the seventeenth century (Sillén 1944, 1952; Ranby 1968), they
play an important role throughout the history of the Swedish auditor’s
report.
A precondition for an examination of the driving forces behind the
evolution of the Swedish auditor’s report is to take stock of how
Swedish auditor’s reports were formulated throughout history.
Therefore, the explanatory analysis of the driving forces is preceded by
a descriptive analysis of the evolution of Swedish auditor’s reports. The
methodological procedures aimed at answering RQ1 are divided into
three phases: gaining a preliminary understanding of the evolution of
the Swedish auditor’s report (see Section 3.1), understanding how
Swedish auditor’s reports were formulated (see Section 3.2) and
understanding the driving forces behind the evolution of the Swedish
auditor’s report (see Section 3.3). In Section 3.4, I discuss challenges
when conducting historical research and how I dealt with them.
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3.1

A preliminary understanding of the evolution of the
Swedish auditor’s report

Considering the limited number of studies conducting in-depth
analyses of auditor’s reports throughout history, my examination of the
development of the Swedish auditor’s report had only limited insights
on which to build. Further, the unique audit environment in Sweden
with its management audit, led me to adopt an explorative approach.
Phase I began with a review of existing Swedish literature in the field
of auditing. Auditing profession researchers such as Sjöström (1994),
Wallerstedt (1999, 2001, 2002, 2009) and Öhman and Wallerstedt
(2012) provided numerous references to pertinent literature.
Databases such as Libris and more specific ones such as Regina and
Plåten (all three run by the National Library of Sweden) proved useful
sources. The purpose of the first phase was to obtain an overall
understanding of how Swedish auditor’s reports have been formulated
throughout history and of the driving forces behind these reports.
In addition to the search for existing descriptions of historical auditor’s
reports, I studied the auditor’s reports for a regional daily newspaper
(Nya Wermlands-Tidningens Aktiebolag). This study provided further
preliminary insights into what auditor’s reports could look like
throughout the twentieth century. The company had preserved
auditor’s reports from 1900 onwards. Some of the reports from this
study are presented as examples in the description of the evolution of
the Swedish auditor’s report in Chapter 4.

3.2

Understanding how Swedish auditor’s reports were
formulated

The literature and data reviewed in Phase I gave some insight into how
Swedish auditor’s reports have been formulated throughout history. To
gain a deeper understanding, I conducted a quantitative time period
study of auditor’s reports in Phase II. For reasons explained below, this
time period study is restricted to between the years 1915 and 2015.
Below, the selection of companies for the time period study (see
Subsection 3.2.1) and the analysis of auditor’s reports included (see
Subsection 3.2.2) are discussed.
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In order to connect the time period study to the preceding and
following years, i.e. to a greater historical whole, some pre-1915 and
post-2015 auditor’s reports were analysed. The methodological
procedures for these analyses are described in Subsection 3.2.3.
Selecting companies for the time period study
When selecting companies whose auditor’s reports seemed eligible for
the time period study, I asked the Swedish Companies Registration
Office (Bolagsverket)22 to provide a list of limited companies that were
the first to be registered23 with the then registration authority Swedish
Royal Patent and Registration Office (Kungliga Patent- och
registreringsverket). To be able to follow their auditor’s reports over
time, a precondition was that those companies were still active in
November 2014 at the time of my request. According to the Swedish
Companies Registration Office, 101 companies met these
requirements. All 101 companies make up the sample companies of the
time period study24. A list of the companies, including their corporate
identity number, is provided in Appendix VI.
Banking and insurance companies were excluded from the selection
because these companies were subject to a different legislation
compared with regular limited companies (SFS 1895:65, 79). The
companies selected are not by necessity the oldest, still-existing
Swedish limited companies. Swedish limited companies could be
founded since the implementation of the Companies Act of 1848 (SFS
1848:43). In 1897, the Swedish Royal Patent and Registration Office
started to keep records over Swedish limited companies (1895:65, 1 &

The Swedish Companies Registration Office both administrates companies’ registration
and the company registration archives of the former registration authority, the Swedish Royal
Patent and Registration Office.
22

23

The first companies were registered in 1897.

24

The 101 sample companies comprise approximately 14 percent of the limited companies
of that time. Wallerstedt (1999) shows that there were about 700 limited companies between
1900 and 1909. The number of limited companies grew rapidly in the following year (4,000
limited companies in the 1910s and 10,000 in the 1920s), decreasing the proportion of
sample companies to existing companies during the subsequent year.
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19). According to the Swedish Companies Registration Office, many
companies were registered much later for unknown reasons.
Throughout the years, many companies (including companies within
the sample) changed both their name and their core business. As the
focal point of the time period study is on the auditor’s reports, the
above-mentioned changes are considered of minor importance.
Therefore, company-specific information, such as company size,
industry or location (urban or rural) is not reported. The companies’
names in Appendix VI are those registered in 2015.
Although Swedish limited companies have been required to register
ever since 1897, the requirement to submit auditor’s reports to the
Swedish Royal Patent and Registration Office has only been enforced
since 1948 (SFS 1944:705, 126)25. However, because the administration
report was to be submitted to the Swedish registration authority (SFS
1910:88, 85) and the auditor’s report often was printed together with
the administration report (Påhlgren 1938)26, the Swedish Companies
Registration Office has access to auditor’s reports that date back to the
1912 enactment of the Companies Act of 1910. Because of this practical
access, the time period study was performed on auditor’s reports sent
in and archived after 1912.
It was assumed that to gain a deeper understanding of how Swedish
auditor’s reports were formulated over the years, an analysis every fifth
year was adequate to reflect major developments. The time period
study thus encompasses the years between 1915 and 2015 at five-year
intervals.
Out of the possible 2,121 auditor’s reports (101 companies, 21 years), a
total of 1,773 auditor’s reports are included in the time period study.
Most (96%) of the 348 auditor’s reports not included could not be
found in the archives of the Swedish Companies Registration Office or
(for the years 2000 to 2015) via the Retriever database. Some reports
not included also turned out to be incomplete (2.9%) or not illegible
25

Auditor’s reports for banking companies were to be handed in to the Swedish Ministry of
Finance (Finansdepartementet) already in the late nineteenth century (Påhlgren 1938).
26

Both reports had to be made available to shareholders (SFS 1895:65, 48).
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due to poor print (1.1%). Figure 3.1 shows the distribution of the
number of auditor’s reports per year included in the study.

Number of audit reports included in the study
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Figure 3.1 Number of auditor’s reports per year included in the time period study
(1915 to 2015 at five-year intervals).

As illustrated in Figure 3.1, compared with the first decades, the
requirement of the Companies Act of 1944 (SFS 1944:705) to submit
the auditor’s report to the registration authority, which took effect in
1948, resulted in an increase of auditor’s reports stored in the archives
of the Swedish Companies Registration Office. Nonetheless, some
reports are missing despite the implementation of these requirements.
The Office provides statistics showing that between 2011 and 2014,
approximately one percent of the auditor’s reports from limited
companies required to submit an auditor’s report were not handed in
(Bolagsverket 2015). This is more or less in line with available auditor’s
reports in the time period study during these years. Moreover, since
2010, legislation no longer requires all limited companies to have their
annual accounts audited (SFS 2005:551, 9:1). A further decline in 2015
can be explained by the fact that some of the companies no longer exist.
Content analysis of auditor’s reports included in the time
period study
To understand the development of the Swedish auditor’s report,
content analysis was applied as a “technique for making inferences by
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objectively and systematically identifying specified characteristics of
messages” (Holsti 1969:14). Content analysis is considered a
transparent and unobtrusive research method that allows for
longitudinal analysis (Bryman & Bell 2015).
In order to succeed with content analysis, the documents to be analysed
should meet certain criteria: authenticity, credibility and
representativeness. There are different reasons not to doubt the
authenticity and credibility of the auditor’s reports chosen for the time
period study: the vast majority of the documents are titled “auditor’s
report” and signed by auditors. Furthermore, the source that provided
the auditor’s reports for the time period study, the Swedish Companies
Registration Office, should be considered reliable. It is reasonable to
assume that the documents are what they purport to be and that they
have not been distorted in any way. When it comes to
representativeness, the sample was not chosen randomly because it
needed to meet certain preconditions (described in the previous
subsection). However, besides these potential biases, the sample of
limited companies and their auditor’s reports can be considered
representative. A sample based on every nth still-existing company
registered by the Swedish Royal Patent and Registration Office
between 1897 and 1915 would probably not result in a considerably
different conclusion.
When conducting quantitative research, the analysis itself requires
diligent preparation (Bryman & Bell 2015). As outlined above, there is
limited research based on in-depth analyses of the development of
auditor’s reports throughout history, especially concerning actual
auditor’s reports (as opposed to recommendations or legal
requirements regarding audit reporting). For the coding and
structuring of auditor’s reports in the time period study, an inductive
approach was therefore applied. This approach involves drawing
generalisable inferences, in this case, from the auditor’s reports dealt
with (cf. Bryman & Bell 2015).
The working process started with a preliminary coding of auditor’s
reports (every fifth year between 1915 and 2015). I coded the auditor’s
reports of the first 50 companies handed over to me by the Swedish
Companies Registration Office in a coding scheme that comprised as
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many as 380 rows and 1,055 columns. The rows of the coding scheme
include information such as the signing auditor’s/auditors’ title(s),
whether the minutes of the annual general meeting and/or board
meetings were reviewed by the auditor or whether the coded auditor’s
report applied to a certain template27. The columns indicate whether
the information in the rows was provided in the companies’ auditor’s
reports in the various years. The aim of this preliminary coding was to
capture a picture as detailed as possible of how auditor’s reports were
formulated during the early twentieth and early twenty-first century.
Throughout the coding process, the coding scheme was constantly
adjusted when new items appeared that could not be assigned to any of
the above-mentioned rows. This kind of adjustment is characteristic of
inductive research (Bryman & Bell 2015). Already after the coding of
auditor’s reports from relatively few companies, certain patterns in the
way auditor’s reports were formulated became visible. Especially
during the first half of the twentieth century auditor’s reports were
formulated in a variety of ways and thus, although patterns became
visible, further rows in the coding scheme for items not previously
observed were needed. After a while, all characteristics in the reports
could be assigned to existing rows, thus reaching saturation.
A criticism of content analysis is that it is almost impossible to devise a
coding scheme that does not imply some interpretation on the part of
the coder (Bryman & Bell 2015). To avoid this problem and to secure
validity, the coding scheme was discussed with other researchers.
The question then was how to present the information gathered. Which
information is essential to provide a representative picture? The aim
was to enable a presentation of information that was typical of different
years between 1915 and 2015. The (existing, complete and illegible)
auditor’s reports from all 101 companies were thus coded into
categories that can be assigned to characteristics common to most
auditor’s reports included in the study (see Subsection 4.2.2) and

The content analysis was partly inspired by an examination of Finnish companies’ auditor’s
reports that Jägerhorn (1965) conducted for 1958 and 1959.
27
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characteristics that are specific to different years (see Subsection
4.2.3).
After coding the auditor’s reports, an empirical analysis was conducted
in order to make patterns and trends visible. Guided by the knowledge
gained in the preliminary coding process, auditor’s reports issued in
certain years were assigned to different time periods, a typical
procedure in historical research (Berglund & Ney 2015). In addition,
statistical tests were conducted to confirm significant differences
between these time periods. For characteristics that were measured on
categorical scales, such as the disclosure of the income statement
and/or the balance sheet or the occurrence of frank evaluative
statements, chi-square tests (χ2) were used (cf. Field 2013). For
characteristics measured on continuous scales, such as the number of
(authorised) auditors that signed the reports, means (µ) were
compared in one-way ANOVA tests (cf. Field 2013).
Because the time period study included auditor’s reports only every
fifth year, distinctive starting and ending points of the identified time
periods could not be revealed. The analysis of the formulation of
auditor’s reports led to gaps between identified time periods. A precise
definition of the identified time periods is left to the analysis of the
driving forces behind different audit reporting models outlined in
Chapter 5.
Complementary archival research and analysis of
auditor’s reports
To provide a more holistic picture of how Swedish auditor’s reports
were formulated, some reports prior to and after the time period study
were analysed. Consequently, the structuring of auditor’s reports into
different time periods included the years preceding 1915 and following
2015. Because no quantitative research had been conducted prior to the
starting point of the time period study, the analysis draws on
descriptions of auditor’s reports from the seventeenth to the early
twentieth century made by members of the Swedish auditing
profession (see Påhlgren 1938; Sillén 1944, 1952; Johnsson 1946;
Hanner 1963). However, as shown in Chapter 4, descriptions of
unabridged reports are rare in this literature. Due to the limited access
to auditor’s reports prior to 1912, a full (quantitative) picture of the
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evolution of the auditor’s report seemed not practicable in the realm of
this dissertation.
To get a clearer picture of auditor’s reports prior to 1915, I conducted
complementary archival research. To this end, I examined auditor’s
reports for Uddeholms AB, a still-existing company in the steel
industry with roots in the first half of the seventeenth century
(Andersson 1960; Uddeholm 2015). Uddeholms AB is also one of the
companies included in the quantitative time period study and has a
well-assorted publicly accessible archive, located in the regional
archive Värmlandsarkiv. Auditor’s reports from 1870 onwards, as well
as articles of association and notes from both the checking clerk 28 and
the auditor could be found29. The purpose of this complementary
investigation was limited to providing more examples on how Swedish
auditor’s reports could be formulated until the early twentieth century
and, if possible, to confirm previous descriptions of these reports (see
Section 4.1).
For the years following the time period study, the analysis of auditor’s
reports draws on the Swedish audit reporting standards RevR 700 and
RevR 701 (see FAR 2016d, e). These standards and the included
templates for auditor’s reports are to be applied to audits of financial
statements for periods ending on or after 31 December 2016. Since
auditor’s reports included in the time period study for 2015 agree with
the then applicable audit reporting recommendation RevR 709 (Far
2011a), it was assumed that auditors will comply with the audit
reporting recommendations RevR 700 and RevR 701, too. The
description of the Swedish auditor’s report from 2017 onwards (see
Section 4.3) is thus not based on an examination of actual issued
auditor’s reports but a prediction on how the reports will be
formulated.

28

The responsibilities of the checking clerk are explained in Chapter 4.

So-called “deputy reports” (cf. Johnsson 1946; Sillén 1944, 1952) could already be found
from 1825 onwards (SE/Va/50840/MRV99/A). Since deputies could be board members
(Sillén 1944) their independence can be questioned and their reports are subsequently not
taken into further consideration in this dissertation.
29
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3.3

Understanding the driving forces behind the evolution of
the Swedish auditor’s report
To discern the driving forces behind different Swedish audit reporting
models, I used a qualitative research approach in Phase III. The
documents that I examined relate, above all, to the evolution of the
Swedish auditor’s report and the Swedish auditing profession. I also
conducted a few complementary interviews with auditors who have
been involved in the development process of the Swedish audit
reporting models in recent years.
Important published sources included regulations (mainly Companies
Acts) and corresponding preliminary work, recommendations by
prominent auditors and FAR, and standards from the IAASB.
Further, the debate among auditors was scrutinised through a review
of the Swedish trade journal Revisorn, published between 1922 and
1949, and the Swedish journal Bokföraren/Revisorn, published
between 1950 and 1965. Most of the articles in these journals dealt with
accounting and tax issues, leaving little room for questions concerning
auditing and the auditor’s report.
To understand the evolution of the auditor’s report in the first half of
the twentieth century, parts of the archives of the Swedish Association
of Auditors (Svenska Revisor Samfundet, hereafter labelled “SRS”)
and FAR were reviewed. The aim of this investigation was to find
unpublished discussions and recommendations concerning the
auditor’s report. These could be found in minutes from annual general
meetings, board meetings and committee meetings as well as in course
material and other unregistered material. In the first years of these
organisations’ existence, remarkably comprehensive information was
provided in the minutes, which allowed for detailed insights into the
thoughts and actions of members of these auditing organisations.
Unfortunately, from the 1950s, only decisions were recorded in the
minutes. The argumentation for or against certain actions, thus, could
no longer be followed. Furthermore, whereas the preparatory work
prior to the enactment of Swedish laws is relatively well-documented,
the motives for audit reporting recommendations by the Swedish
auditing profession, FAR, have not been documented up to the present
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day30. To counterbalance these documentary shortcomings, a review of
the journal Balans, that has been published by FAR since 1975 and
available through the FAR online database, was conducted.
The analysis of the documents followed a qualitative research approach
where the frame of reference presented in Chapter 2 was used as a
guideline to explain the driving forces behind the evolution of the
Swedish auditor’s report. As indicated in Subsection 3.2.2, the analysis
of the historical documents also aimed to define starting and ending
points of the identified time periods. To enable a better understanding
of the evolution of the Swedish auditor’s report in a historical context,
also historical developments of entrepreneurship, the auditing
profession, accounting and auditing were taken into consideration
aside from aspects directly related to audit reporting.

3.4
Addressing challenges in historical research
Previts et al. (1990) claim that historians most often define their work
as being either narrative or interpretational. Narrative historians aim
to establish and/or describe so-called “items of fact” in a non-analytical
manner. Interpretational historians, on the other hand, evaluate
relationships and provide interpretations. They explain and do not only
describe.
This dissertation follows both the narrative and the interpretational
path because the evolution of the auditor’s report is described using
historical primary source material and it is interpreted applying
different theoretical perspectives. Presenting empirics, interpretations
and conclusions about the history of the auditor’s report, questions of
objectivity arise: Can the evolution of the Swedish auditor’s report
presented in this dissertation be considered a truthful representation
of historical events? Are all important events described and interpreted
adequately?
Throughout history, philosophers and historians have addressed these
kind of questions (Evans 1998; Berglund & Ney 2015). A major
challenge for the historian’s possibility to represent the past is
30

Interviews with representatives from FAR (10 November 2014 and 19 December 2014).
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considered the intrusion of the present upon the past. In the early
nineteenth century, Hegel (1961) observes that in both philosophical
and historical discourse everything depends upon the perception the
participant has before entering the discourse. About 150 years later,
Habermas (1990:27) claims that:
[…] understanding what is said requires participation and not merely
observation. It is thus not surprising that all attempts to base science
on interpretation run into difficulties. […] These difficulties arise
because the theoretical framework for an empirical analysis of
everyday behavior has to be conceptually integrated with the frame
of reference within which participants themselves interpret their
everyday lives.

Fleischman et al. (2000) suggest three ways of understanding history.
History as an “event” allows the viewpoint that an objective
representation of the past is possible. History as a “story” compares the
historian with an artist or writer whose personal and subjective
experience is of major importance in the interpretation of the past. The
third way of understanding history is as a “perspective” or a “process”
– “a unique way of knowing or learning about human experience
which can be effectively integrated into other disciplines, such as
accounting” (Fleischman et al. 2000:5). History as a “way of knowing”
is central for the critical-theory movement in accounting because
history-based arguments are often used to analyse the rationales and
ideologies underlying accounting practices (cf. Miller & O’Leary 1987;
Miller & Napier 1993).
To understand history as a “way of knowing” seems most pertinent for
this dissertation. Although the premise that historical facts do exist is
subject to considerable debate (Fleischman et al. 2000), items such as
historical auditor’s reports, laws, preparatory work and
recommendations, are acknowledged as representing parts of the “true
story” in this dissertation. This primary source material or evidence is
thus treated as being objective and constitutes the basis of what can be
considered as “facts”.
Historians, however, face challenges when presenting such “facts”
since “historical evidence represents what has survived the transition
from past to present, subject to accidents of preservation or deliberate
destruction” (Fleischman et al. 2000:7). This also applies to the
examination of the evolution of the Swedish auditor’s report. As
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outlined in Subsection 3.2.1, 334 of the possible 2,121 auditor’s reports
intended to be included in the time period study, could not be found in
the Swedish Companies Registration Office’s archives. A related issue,
outlined in the previous section, is that some important information,
such as preparatory work regarding recommendations that have been
introduced by FAR since the 1950s, have not been put in writing.
A further challenge concerning historical “facts” is selection.
Fleischman et al. (2000:6) note that “the very process of selecting
which historical documents or other evidence to examine is reflective
of a subjective judgement of what is important”. To minimise this
problem, a review of existing research in the area was conducted before
selecting primary source material. The work of Sillén (1944, 1952),
Sjöström (1994), Wallerstedt (1999, 2001, 2002, 2009) and Öhman
and Wallerstedt (2012) served as an orientation. Furthermore, prior to
the selection process of the primary source material, researchers in the
field, historians and diverse archive employees provided concrete
guidance. The primary source material presented in this dissertation is
thus considered to represent the most relevant evidence for the subject
matter.
For the interpretational parts of this dissertation, objectivity implies
not only challenges – when history is understood as a “way of knowing”
(cf. Fleischman et al. 2000) – but also opportunities. Taking into
account statements provided by various philosophers and historians
(e.g. Hegel 1961; Habermas 1990; Fleischman et al. 2000), the
interpretations in this dissertation are not claimed to represent the
“one and only story”. A researcher that approaches the evolution of the
auditor’s report from another perspective or a researcher that applies
the same perspectives and the same or different selection of evidence
may tell another story. As White (1965:227) puts it: “generally
speaking, for any given subject there are many true histories”.
Seeing objectivity as an opportunity, Merino (1998:604) believes that
“all historians have to be aware of the ‘illusion of objectivity’ if we are
to develop a better understanding of the complex, interactive role
accounting has played in our society”. She continues: “Many
historians now share the view that claims of objectivity are
dysfunctional”. This dysfunctionality of objectivity is explicated since
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critical theorists seek to write history that departs from traditional
forms where “a ‘specific way of seeing’, that was neither natural nor
necessary, became institutionalized and made to seem ‘natural’”.
Critical accounting histories, according to Merino (1998), provide a
fertile ground for unmasking, diagnosing, and de-privileging claims to
this particular objective knowledge. The reconceptualisation of history
through a variety of lenses offers an opportunity to become more aware
of power asymmetries and of voices that earlier have been suppressed.
Fleischman et al. (2000:7) draw on the historian’s subjectivity caused
by the intrusion of the present upon the past when claiming that
“historians need not to be defensive about relating the past to the
present, even if it were possible to screen out contemporary
ideologies, practices, and language”.
Being aware of the challenges that historical researchers face, I intend
to treat historical evidence in accordance with the “historian’s rule
book” and simultaneously take the opportunity to give my
interpretation of the evolution of the Swedish auditor’s report in the
light of different theoretical perspectives.
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4

Swedish auditor’s reports between 1652 and 2017

This chapter aims to present the chronological evolution of the Swedish
auditor’s report. In the first section, an eclectic description of Swedish
auditor’s reports between 1652 and 1914 is given. Section 4.2 provides
a description of Swedish auditor’s reports between 1915 and 2015 based
on the quantitative time period study. Thereafter, predictions of
Swedish auditor’s reports from 2017 are described (see Section 4.3). In
the last section of this chapter (Section 4.4), a descriptive model of
identified time periods in the evolution of the Swedish auditor’s report
is presented.

4.1
Swedish auditor’s reports between 1652 and 1914
On 16 September 1652, the (now) oldest known Swedish auditor’s
report was signed by six “assistants” elected by the owners of
Norrländska Tjäruhandelskompaniet (Johnsson 1946; Sillén 1952).
Their report is worded as follows (translation: Hanner 1963:17):
We, the undersigned, elected by the owners as their associates in the
management of the Tar Company, hereby declare to each of the
owners that the directors of the aforementioned company have
annually, from the inception of the company to this date, fully
disclosed how they have discharged their responsibilities to the said
company and how its affairs have been transacted and managed, all
of which we found have been both carried out and recorded in the
company’s accounts in a proper manner in all respects, and, thus, in
a satisfactory manner have carried out all of the affairs having to do
with the company’s operations; for these reasons, on behalf of the
owners, we not only accept and approve the present capital and all
transactions that have been entered upon the books up to this day,
but we also absolve the directors of the company and all other
concerned with its operations from future suits and complaints of
every kind from the undersigned and all owners. As an added
assurance, and in the interest of greater security, we have hereby
affixed our signatures under the authority conferred upon us by the
owners in Paragraph 14 of the company’s articles. Dated at
Stockholm the 16th day of September, Anno 1652.
Jonas Heinrichsson
Jacob Barckman
Anders Jonsson
Jacob Pfeiff
Joachim Dittmer
Johan Jonsson
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Figure 4.1 Auditor's report for Norrländska Tjäruhandelskompaniet from 1652
(Sillén 1952:8).

Johnsson (1946) and Hanner (1963) note that that the auditor’s report
for Norrländska Tjäruhandelskompaniet had stupendous similarities
to auditor’s reports from the mid-twentieth century, especially
concerning the management audit and the directors’ discharge from
liability. What is remarkable, however, is that the auditors themselves
approved the accounts and discharged the directors from further
responsibilities for their management. In contrast to today’s practice
where auditors only play an advisory role in approving the accounts
and discharging the directors from further responsibilities31 (SFS
2005:551, 9:32), the auditors of Norrländska Tjäruhandelskompaniet
had the final say. Whether auditors had such a mandate also in other
31

According to the current Companies Act (SFS 2005:551, 7:11), the general meeting of
shareholders must decide whether to approve the accounts and discharge corporate
management from liability.
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companies is not known. Neither is it known when auditors started
advising owners, i.e. the general meeting of shareholders.
Further, there is little evidence to what extent auditor’s reports were
actually issued in the seventeenth and eighteenth centuries (Sillén
1944). Examinations of archival material from Garpenbergs Bruk, a
former company in the mining industry, for instance, reveal the
existence of audit work in the late seventeenth/early eighteenth
century. Remarks made by auditors in red ink could be found in the
general ledgers. However, after 1717 the general ledgers of this
company display no more audit remarks. The absence of signs of a
completed audit can be interpreted in two ways: first, owners
considered the work of the auditors unnecessary; second, auditor’s
reports were issued separately. According to Sillén (1944), the second
alternative is more likely, i.e. that auditor’s reports were issued on
single sheets and handed over to corporate management. Keeping
important accounting documents – as general ledgers – seems to have
been common practice at least in the Swedish mining industry. Single
sheets – as auditor’s reports – have not often been saved for posterity,
particularly if they were not considered important by the owners as, for
instance, records such as sales agreements were. Sillén (1944) thus
concludes that auditor’s reports from that time are rarities as owners
in general probably considered these documents to be of minor
interest. Although there is evidence of audit remarks in general ledgers
in other companies too, for example remarks by the auditor Daniel
Thillman who worked for Tobakskompaniet since 1667 (Johnsson
1946), Sillén (1944) believes that detailed audit remarks in general
ledgers, such as those of Garpenbergs Bruk around 1680, were rare.
In the archives of Uddeholms AB, general ledgers could be found from
1686 onwards (SE/Va/50842/MRV). The first archive-registered
auditor’s report, which is presented below, however, is from 1870
(SE/Va/50840/MRV99/B). The archival material of Uddeholms AB,
thus confirms Silléns (1944) argumentation about the conservation of
general ledgers in contrast to auditor’s reports.
Preserved auditor’s reports from the eighteenth and nineteenth
centuries that have been examined by earlier researchers, reveal a
zeitgeist that allowed auditors to report in a fairly detailed way and with
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great frankness on their observations (Påhlgren 1938; Sillén 1944,
1952). According to Påhlgren (1938), the focus of these frank evaluative
statements was on the management of the audited company. Some
such statements involved highly critical remarks on the actions of
corporate management like “too low depreciations concerning plants
and receivables” or “too high dividends” (Påhlgren 1938:253). Even
temperamental and aggressive formulations can be found in auditor’s
reports for Surahammars Bruk from the late eighteenth century (Sillén
1944). For instance, the author of the auditor’s report from 1782 shows
interest in some unresolved receivables (Sillén 1944:201):
How about Eric Hansson, Abraham Ström…Is there anything to get
from these debtors, are they still alive; where is their place of
residence? Is there anything to be collected from them, why is nobody
collecting anything?

In the same auditor’s report, the auditor comments quite unabashedly
on his opinion regarding transfer pricing (Sillén 1944:202):
The margin that is recorded here is not real, but imaginary. What is
the point of recording margins on materials that are needed for
buildings and miscellaneous within the mining company? It is
pointless.

In the Surahammar Bruk’s auditor’s report from 1785, the auditor,
apparently a respected and skilled person, also familiar with the nearby
company, Skultuna Bruk, questions the bookkeeper’s ability partly
because he has not provided the financial accounts on time (Sillén
1944:200, 200, 202):
There is no other option than to take prompt action when it comes to
a man who shows not the slightest inclination, instinct or capability
of meeting his obligations.
At the office of Surahammars Bruk, obviously pens are eaten because
six packets have been consumed during the last year. At the office of
Skultuna Bruk, although there are three times as many secretaries
compared with “Sura”, only three packets have been spent during the
same time period. These might be small matters, but this comment
is made for no other reason than as evidence of mismanagement at
“Sura” even down to the last detail.
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The auditor continues in derogatory terms and wonders whether the
bookkeeper “had been at ‘Sura’ for such a long time that acid32 had
reached his brain” (Sillén 1944:200). The auditor, in his stream of
insults, even refers to the Bible (Jeremiah 50.31-32) (Sillén 1944:200;
translation: The Holy Bible 2011):
Behold, I am against thee, O thou most proud, saith the LORD GOD
of hosts: for thy day is come, the time that I will visit thee. And the
most proud shall stumble and fall. And none shall raise him up: and
I will kindle a fire in his cities, and it shall devour all round about
him.

Whether the bookkeeper of Surahammar Bruk took these accusations
seriously is not known. However, he countered with a quotation from
the same prophet (Jeremiah 11.18-19) (Sillén 1944:200; translation:
The Holy Bible 2011):
And the LORD hath given me knowledge of it, and I know it: then
thou shewedst me their doings. But I was like a lamb or an ox that is
brought to the slaughter; and I knew not that they had devised
devices against me, saying, Let us destroy the tree with the fruit
thereof, and let us cut him off from the land of the living, that his
name may be no more remembered.

Also Påhlgren (1938) describes an auditor’s report (and an
administration report) written roughly a hundred years later that
illustrates disagreements between the auditors and corporate
management. Unfortunately, researchers such as Påhlgren (1938) and
Sillén (1944, 1952) did not publish unabridged auditor’s reports from
the eighteenth and nineteenth century, although they described
general features from auditor’s reports from this period.
Auditor’s reports in the eighteenth and nineteenth centuries could be
quite long as the detailed auditor’s reports excerpts from Surahammar
Bruk indicate. The 1811 auditor’s report for the Södertälje Canal- och
Slusswerks Byggnad, for instance, covered thirteen pages (Påhlgren
1938).
Auditor’s reports in the early- and mid-nineteenth century could also
contain a lot of numbers (Påhlgren 1938; Sillén 1944, 1952). It was not
unusual for auditors to report on the balance sheet (not only for the
“Sura”, the name of the place where the company was situated, sounds like the Swedish
word “syra”, which means acid.
32
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year in question, but also for the preceding five years) and the income
statement. Besides that, also other numerical specifications were
provided.
Uddeholms AB’s first auditor’s report, still handwritten and ten and a
half pages long, serves as an example of a report from a time when
auditors still provided detailed observations and critical remarks, a
report on the balance sheet, the income statement and other numerical
specifications (SE/Va/50840/MRV99/B).
Auditor’s report
Concerning Uddeholms Bolag for the industrial year 1870.
The auditors have examined the accounts that were presented in
good time and due form, conducted an inventory of the Company’s
assets in shares and securities, reviewed the minutes of the annual
general meeting and otherwise studied the measures taken by the
Board of Directors and its administration. During the year 1870,
there was no occurrence of any notable circumstances. The blastfurnace Gustaffors Masugn, the construction of which has been
ongoing for consecutive years, was taken into operation during the
autumn and was found to be suitable for its purpose of processing pig
iron. The generally known problems which have become increasingly
more frequent, that of providing iron and steel at reasonably
favourable terms, have also caused Uddeholms Bolag difficulties, in
particular, that the sale of these products takes a long time. A
consequence of this has been that the Company’s stock of iron and
steel at the close of the industrial year has substantially increased and
it is first now during the current year that it has been possible to sell,
a circumstance that also hereafter is not likely to be uncommon.
Under such conditions, it will become increasingly necessary that
Aktiebolaget, which has now taken over the Company, prepares for
the necessity of making overall changes for the purpose of iron
production, although this will not be achieved without incurring
considerable costs. At its first annual general meeting, Aktiebolaget
resolved to examine the resources that are at the disposal of the
Company in this regard. Measures have therefore been taken, but we
can only regretfully report that the necessary railway investigations
have not, as yet, been completed.
However, wood products have displayed higher sales at slightly rising
prices, which we hope will provide the Company some compensation
for the less than favourable iron business cycle.
After this general presentation of the conditions under which the
Company has performed, we present a summarised report of the
Company’s operations and financial position.
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I.

Result of the Company’s operations 1870
Debit Liabilities have increased by
Profits during the year
Rmt Rd33

508,642.97
196,640.79 1.)
705,283.76

Credit Inventories have increased by
Receivables have increased by
Fixed assets purchased for
Dividends to stakeholders
Rmt Rd

534,030.40 2.)
24,993.66
26,159.70
120,000.00
705,283.76

------------------------------------------1.) Summary of profit and loss Account
Profit: from mines
” iron processing
” wood products business
” agriculture
” interest from farm estate and land
” factory at Skoghall
” shares
” miscellaneous
Rmt Rd

23,243.44
142,251.77
216,356.54
1,767.48
20,959.63
10,636.70
12,850.00
22,799.36
450,864.92

Loss: through interest
97,149.17
” depreciation of buildings
104,111.31
”
”
of doubtful debts
34,155.38
” employee benefits, healthcare, state
interest, fire assurance, etc.
18,808.27
retained profit
196,640.79
Rmt Rd
450,864.92

2.) The increase in inventory is comprised
mainly of iron and steel for export
wood planks and boards at Skoghall
”
in Gothenburg
II.

496,530.23
24,437.59
17,018.17

The Company’s financial position on 31 October 1870
Assets: In addition to the company’s fixed assets including buildings,
workshops and mines, of which all has not been reported in the
accounts, the Company’s assets include:
Goods and chattels:
Inventories and products at the Company-owned

“Rmt Rd” means “riksdaler riksmynt” which was a Swedish currency used from 1855
(Andersson 1960). In connection with the new currency reform in 1873, one “riksdaler” was
replaced by one Swedish “krona” à 100 Swedish “öre”.
33
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separate works
1,260,171.35
Grain at various locations
70,829.04
Ore at the mines and loading sites
343,892.20
Iron and steel at domestic and foreign locations 939,123.61
Saw timber at Munkfors o Skoghall
71,610.36
Wood planks and boards
301,464.50
Miscellaneous
6,239.07
2,993,330.13
Receivables
At the separate works
In the shares
Write-up and write-down due not settled
From stakeholders
” nobility and others of rank
” country people
From joint Company shares
” felling of purchased forests
” miscellaneous
Total assets Rmt Rdr

639,898.82
119,505.41
73,769.72
18,466.37
96,029.30
11,413.94
138,001.31
520,799.99
23,083.74
1,640,968.60
4,634,298.73

Liabilities
At the separate works
Funds founded for miscellaneous purposes
To Jern Contorets, Hypotheks Cassor etc.
” stakeholders on current accounts
” nobility and others of rank against
promissory note
” merchants and trading companies
” country people against issue of promissory
notes
In miscellaneous accounts
Surplus assets = so-called retained capital
Total Rmt Rdr

III.

292,713.13
160,107.19
433,417.63
160,009.08
354,118.77
406,105.88
656,984.95
17,750.80
2,481,207.43
2,153,091.30
4,634,298.73

The Company’s production
Iron processing
Company-owned mines and Mine plots
have generated
Ore
456,172.00 Ctr.34
Manufactured at four blast-furnaces, Mokärnshyttan
Uddeholmshyttan, Sunnemohyttan and

“Ctr.” means “centner” which was a weight measure that was introduced 1855 (Andersson
1960). One “centner” is equivalent to 42.5 kilos.
34
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Gustafsfors
Pig iron
178,143.58 Ctr.
Manufactured at the works
Steel rods
as well as Substance iron 154,897.73 Ctr.
Although ore, pig iron and much of the steel rods are merely
rudimentary material for a more processed product. Listed here
below are the products, ready for the market, that the Company has
manufactured:
Steel rods
Centner
84,204.42
Rod iron
”
12,893.54
Blooms
”
2,401.03
Handed steel
”
16,891.07
Cast steel
”
6,521.14
Manufacture forging, including
nail and iron wires
”
1,540.70
Total iron and steel items Centner
124,451.93
Based on what has already been said about the iron processing
standpoint in general, the Auditors wish to take this opportunity to
add some words. It should be evident to all that a strong trend has
recently emerged within the Swedish iron processing industry,
prompted by necessity, but gratefully also the opportunity and
possibility to transform this into something better, both in regard to
production quantity and economic results. All are affected by this
necessity, not only those who have been referred to as being after
their time, but also those who are constantly seeking to move
forward. It is no wonder then that the same necessity also exerts its
pressure on Uddeholms Bolag even though Uddeholms has always
followed and, in many instances, been in the vanguard for the iron
industry. Since the change now in question is no longer partial and
remedied through a building or a partial change in one or the other
of the processes, but on the contrary, requires a complete renovation,
particularly in regard to the locations of the workshops which, in
regard to the production methods, evidently cannot be achieved
without incurring considerable costs. Consequently, it is necessary to
carefully examine and calculate what must be done. Most importantly
throughout, as little information has as yet been forthcoming
regarding measures taken to date, the Auditors must seriously
encourage the Company to not give up but remain firmly dedicated
to completing the investigations that are necessary, of which the most
time and cost-consuming concern land and water communications.
However, those pertaining to access to raw material and reliable cost
advantages for planned facilities are no less important. Without the
intention of making any proposals in this regard, for which the Board
of Directors has both the ability and possibility, it should be
permissible for the Auditors to recommend that the Company:
That funds for both already incurred and pending expenses toward
the above-mentioned purpose appropriate “The fund for road
construction between Sunnemo and Munkfors”, the construction of
which is not likely to be relevant but for which the fund is balanced at
Rdr Rmt 23,977.25.
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That, since it is likely that the Company will not only have to create
communication routes within its own area but also support public
ones, and since an expanded and modified iron production will
generate a greater need for ore than the Company’s own current
mines and lands now can provide, and since the challenged
Stålldalen-Canlalund railway is earmarked for the Company both to
fully secure the mentioned ore need and for insight into which exit
routes the Company’s finished products will ultimately use, the
Company must grant the subscription in the above-mentioned
railway company, which will be recommended by the Board of
Directors and which the Auditors hereby take the opportunity to
recommend.
Since Uddeholms Bolag has already been shut down and it is
therefore to Aktiebolaget that the above has been reported, the
Auditors request that the Company present our report as well as other
data in this report that may be of interest to Aktiebolaget.
Wood products business
Timber haul
From own and estate purchased forests
Worthless timber

dozen35 10,230
”
5,679
Total Dozen 15,910
The price of the above timer hauled at Clara Elf was Cer 24.59 Rdr
per dozen.
Sawing
Timber sawed at Munkfors, Skoghall and Kråkås amounted to
dozen 1,5648.
This includes:
Wood planks 30,777 dozen
Boards
21,951 dozen
Having presented the Company’s position for 1870 and having
familiarised themselves with the business during the current year,
the Auditors recommend, in accordance with the Board’s proposal,
that the dividends for 1871 be set at Rdr Rmt 12.5 per share.
During their audit of the administration of 1870, the Auditors found
no cause for objection but, on the contrary, commend the unreserved
dedication, consideration and skill demonstrated by the Board of
Directors.
The Auditors therefore propose that the Company grant the Board of
Directors full discharge from liability for the administration of 1870
and, when the Company now receives the auditor’s report for the past
year’s operations, that the Company also express its gratitude for the

“Dozen” (in Swedish: ”tolft”) is a unit of account for twelve units of the same type; used for
wood boards, planks and rough timber (Andersson 1960).
35
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time that the current Board of Directors has administered the
Company’s affairs.
Uddeholm, 31 August 1871
C. af Geijerstam

G.F. Berndes

The first auditor’s report of Uddeholms AB from 1870, which also
mentions the transformation from the former Uddeholms bolag to the
limited company Uddeholms AB, confirms many of the auditor’s report
features that researchers such as Påhlgren (1938) and Sillén (1944,
1952) describe. Besides reporting on the income statement and the
balance sheet (note that real estate, such as buildings, workshops and
mines, were not included in the balance sheet!), also other numerical
information was specified and constituted a major part of the auditor’s
report. Furthermore, the auditor’s report focused on industry- and
entity-specific information. Also recommendations, critical remarks
and future hopes and expectations were provided36.
However, according to Påhlgren (1938), auditor’s reports became
significantly shorter in the late nineteenth/early twentieth century and
auditors usually reduced the extent of detailed information. The
auditor’s reports for 1903 and 1904 for Nya Wermlands-Tidningens
Aktiebolag (SE/NWTa/URV/D-E) included the balance sheet, but the
auditor’s reports for 1900 to 1902 (SE/NWTa/URV/A-C) did not. Yet,
all the auditor’s reports contained numerical and other detailed
information. Gärdfors (2009) notes that there were both brief and
comprehensive auditor’s reports from the late nineteenth and early
twentieth centuries.
A review of the length and content of auditor’s reports for 1870, 1880,
1885, 1890, 1895, 1900, 1905 and 1910 for Uddeholms AB37
(SE/Va/50840/MRV99/B-C; SE/Va/51191/282/C-G), only partly
confirms the evolution outlined by Påhlgren (1938). The page numbers
The auditor’s report also mirrors the era of industrialisation. Among various iron and steel
products, also cereals were mentioned in the income statement. Furthermore the planned
railway construction was not only meant for the company’s own transport but also for public
use.
36

37

Uddeholms AB’s auditor’s reports for 1890 and 1910 are presented in Appendix V.
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of the auditor’s reports remained more or less unchanged, even
increasing in some years. Also accounts for the income statement, the
balance sheet and numerical information concerning production, for
instance, were provided by the auditors throughout the abovementioned years even though also corporate management submitted
the income statement, the balance sheet and other numerical
information in its administration report from 1885 at least. Concerning
the content of the auditor’s report a less polemic tone and fewer frank
evaluative statements can be discerned compared with the last decade
of the nineteenth century. The auditors gave less comprehensive
information and were more cautious when it came to
recommendations, although they still reported on entity-specific
information.
The above-mentioned reviews of auditor’s reports and the observations
of the auditor’s reports of Uddeholms AB and Nya WermlandsTidningens Aktiebolag indicate changes to how auditor’s reports were
formulated in the late nineteenth/early twentieth century. From
around the turn of the century, the reports contained less entityspecific information, such as the income statement and/or the balance
sheet, other numerical information and frank evaluative statements.
When comparing Uddeholms AB auditor’s reports (between 1870 and
1910), it becomes obvious that the company’s auditors did quite a lot of
“copy/paste-work” in their reports. Besides the changes towards more
restrained or neutral auditor’s reports, the main content, a lot of
general formulations and the structure remained equal or similar from
the late nineteenth to the early twentieth century.

4.2
Swedish auditor’s reports between 1915 and 2015
The results of the time period study are presented in the following
subsections. In Subsection 4.2.1, information about the auditors that
signed the reports is provided. In Subsection 4.2.2, presentations of
how auditor’s reports were formulated between 1915 and 2015 start
with characteristics that are common to most of the auditor’s reports
included in the study. Characteristics of auditor’s reports that are
specific to different years are presented in Subsection 4.2.3.
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Auditors signing the auditor’s reports
The number of auditors that signed the auditor’s reports included in
the time period study declined throughout the years. While up to seven
auditors could sign the report in the early twentieth century, most latetwentieth-century and early-twenty-first-century reports were signed
by only one or two auditors38. Figure 4.2 illustrates this trend.
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Figure 4.2 Mean number of auditors signing the auditor’s reports between 1915
and 2015 (five-year intervals).

38

Because the time period study is conducted in five-year intervals the mean number of
auditors that signed auditor’s reports may have deviated from the decreasing trend in the
years not captured. This potential bias also applies to the remaining descriptions of empirical
findings of the time period study and will not be commented on again.
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Auditor’s reports were signed by authorised public accountants as early
as 1915. However, the mean number of authorised public accountants
that signed auditor’s reports increased throughout the years39. Figure
4.3 illustrates this development.
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Figure 4.3 Mean number of authorised public accountants signing the auditor’s
reports between 1915 and 2015 (five-year intervals).

Characteristics common to most auditor’s reports
As displayed in Figure 4.4, information about the scope of the audit, i.e.
the audit of the annual accounts plus the management audit, is
common to more than ninety percent of all the auditor’s reports
Not all auditors disclosed their professional titles in the auditor’s report before the 1980s
(Sven Nissvandt, for instance, one of the first auditors to be authorised in 1912, did not
provide his title in the 1915 auditor’s report for Herrängs Grufaktiebolag, see Appendix VIII).
To determine whether signing auditors were authorised public accountants, I compiled a
register of all authorised public accountants (including their year of birth and the year of their
authorisation) based on FAR’s member lists for 1924 to 1980 (FAR 1924; Hagströmer 1925;
Svensson 1926; Norling 1930, 1940; P.A. Norstedt & Söner 1950; FAR 1960; FAR 1970;
FAR 1980). This register, which contains more than 800 authorised public accountants, was
matched with the signing auditors’ names (and, if necessary, an assessment was made
whether the probability was high that the signing auditor was authorised based on year of
birth and year of authorisation). There is the possibility of measurement errors in a few cases
where auditors’ signatures could not be identified. How many approved public accountants
signed the reports was not measured (cf. Wallerstedt 2009).
39
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included in the study. Different formulations concerning the objectives
can be found in the first decades of the twentieth century. As examples,
see the auditor’s reports for Uddeholms AB in Appendix V and the
auditor’s reports presented in Appendix VIII.
A common formulation for auditor’s reports between 1950 and 1975
was:
During the course of my/our audit, I/we have, among other things,
examined the minutes of the annual general meeting and Board
meetings as well as other documents that provide details about the
company’s economy, taken stock of the company’s securities and
cash, satisfied myself/ourselves of the fact that the company’s
property is covered by fire insurance for a satisfactory amount and
examined the company’s accounting records.

Information about the scope of the audit found in auditor’s reports
between 1980 and 1995 was most often formulated as follows:
I/We have audited the annual accounts, the accounting records and
the administration of the Board of Directors and the Managing
Director for the year …

For auditor’s reports between 2000 and 2010, “räkenskaperna” was
replaced by “bokföringen”, both of which can be translated as
“accounting records”. For auditor’s reports for 2015, the following
formulation can be found:
I/We have audited the annual accounts of ABC AB for the year YYYY.
In addition to my audit of the annual accounts, I have also audited
the proposed appropriations of the company’s profit or loss and the
administration of the Board of Directors and the Managing Director
of ABC AB for the year YYYY.
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Figure 4.4 Percentage of auditor’s reports that demonstrate the scope of the audit
between 1915 and 2015 (five-year intervals).

Between 1915 and 2015, auditors commonly made assurance
statements in one way or another (in addition to their
recommendations as discussed below) (see Figure 4.5).
Assurance statements in the first decades of the twentieth century were
formulated in different ways. During these years, frank evaluative
statements (see Subsection 4.2.3) often served as assurance
statements. Furthermore, assurance statements were often made for
separate audit steps. The auditor’s report for Herrängs Grufaktiebolag
in Appendix VIII exemplifies this.
The following more general assurance statements can be found in the
1920 auditor’s report for Uddeholms AB (SE/Va/51191/282/H) (see
also Appendix V).
In order to complete our assignment, we have reviewed the minutes
of the annual general meeting and Board meetings, as well as other
documents that provide information about the company’s economy,
examined the company’s accounts for the year, which’s figures were
also reviewed, and taken stock of the company’s documents of title,
all without objection.
Concerning the results of the company’s operations during the year
1920 and its position at the close of the same year, we refer to the
administration report and the profit and loss statement and balance
sheet included in said report, which were found to coincide with
those recorded in the accounts.
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Between 1950 and 1980, assurance statements were often formulated
more generally, i.e. they were seldom made for separate audit steps.
Formulations such as the following were found most often:
The audit did not give rise to any comments concerning the
accounting documents handed over to us, the company’s
bookkeeping or the inventory of its assets, or otherwise concerning
the administration of the company’s affairs.
As our audit did not give rise to any comments regarding the
accounting documents, the company’s bookkeeping or the inventory
of its assets made available to us, or otherwise concerning the
administration of the company’s affairs, we recommend that the
general meeting of shareholders…

Between 1980 and 2000, assurance statements most often were
formulated in a single sentence referring to the Annual Accounts Act:
The annual accounts have been prepared in accordance with the
Annual Accounts Act.

Between 2000 and 2010, assurance statements for most auditor’s
reports took a different form:
The annual accounts have been prepared in accordance with the
Annual Accounts Act and give a true and fair view of the company’s
financial position and results of operation in accordance with
generally accepted accounting principles in Sweden.

In 2015, the assurance statement for most auditor’s reports changed to
the following:
In my/our opinion, the annual accounts have been prepared in
accordance with the Annual Accounts Act and present fairly, in all
material respects, the financial position of ABC AB as of December
31, 201X and of its financial performance for the year then ended in
accordance with the Annual Accounts Act.
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Figure 4.5 Percentage of auditor’s reports that provide an assurance statement
between 1915 and 2015 (five-year intervals).

In the current Swedish auditor’s report, the auditor provides three
recommendations to the general meeting of shareholders:
(1) to adopt the income statement and the balance sheet,
(2) that the profit (loss) be appropriated (dealt with) in accordance
with the proposal in the statutory administration report, and
(3) that the members of the Board of Directors and the Managing
Director be discharged from liability for the financial year (FAR
2016d).
In Figure 4.6–4.8, the percentage of auditor’s reports containing these
three (or similar) recommendations are presented for 1915 to 2015. The
figures reveal that the first recommendation was not common in the
first decades but, it has exceeded the ninety-percent limit since 1950.
The recommendation to appropriate the profit (or to deal with the loss)
was relatively common throughout all the years, whereas the
recommendation to discharge corporate management from liability
was nearly always included in auditor’s reports between 1915 and 2015.
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Figure 4.6 Percentage of auditor’s reports that contain the auditor’s
recommendation to adopt the income statement and/or the balance sheet
between 1915 and 2015 (five-year intervals).

Appropriation of profit (or dealing with loss)
100
90
80

PERCENT

70
60
50
40
30
20
10
0
1915

1925

1935

1945

1955

1965

1975

1985

1995

2005

2015

Figure 4.7 Percentage of auditor’s reports that contain the auditor’s
recommendation that the profit (loss) be appropriated (dealt with) in
accordance with the proposal in the administration report between 1915
and 2015 (five-year intervals).
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Figure 4.8 Percentage of auditor’s reports that contain the auditor’s
recommendation that corporate management be discharged from liability
between 1915 and 2015 (five-year intervals).

As opposed to the auditor’s reports for Nya Wermlands-Tidningens
Aktiebolag between 1900 and 1904 (SE/NWTa/URV/A-E) and the
current auditor’s report (see Appendix XI), for nearly all reports
included in the time period study, the auditors’ recommendations were
placed at the end of the report (see Figure 4.9).
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Figure 4.9 Percentage of auditor’s reports that conclude with at least one of the
auditor’s recommendations between 1915 and 2015 (five-year intervals).
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Characteristics that are specific to different years
Section 4.1 reveals that auditor’s reports during the eighteenth and
nineteenth century were relatively long (Påhlgren 1938; Sillén 1944,
1952). However, the number of words is not specified in previous
examinations of these auditor’s reports. The complementary archival
research study of auditor’s reports for Uddeholms AB reveals that the
company’s auditor’s report for 1870 (SE/Va/50840/MRV99/B) (see
Section 4.1) amounted to 1,309 words. In 1910, the auditor’s report for
Uddeholms AB (SE/Va/51191/282/G) (see Appendix V) was as much
as 1,677 words. The auditor’s reports for Nya Wermlands-Tidningens
Aktiebolag for 1900 to 1904 (SE/NWTa/URV/A-E) averaged just 313
words.
The number of words used in the auditor’s reports included in the time
period study between 1915 and 2015 varies from 34 to 678 words40. As
Figure 4.10 shows, the average number of words used was
approximately 150 words between 1915 and 1975. In 1980, the average
decreased to less than half that number and remained so for the
following years. In 2000, the average amount increased to about 265
and then to approximately 575 words in 2015.

40

In the analysis of number of words, only the auditor’s reports for the first 50 companies,
i.e. 874 auditor’s reports are considered. It is assumed that an analysis of the remaining 51
companies’ reports would have shown a similar distribution.
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Figure 4.10 Mean number of words of the auditor’s reports between 1915 and 2015
(five-year intervals)

The variation in the number of words a certain year gives a first
indication about the uniformity of auditor’s reports that year. The
larger the standard deviation from the number of words a given year is,
the fewer auditor’s reports have a number of words near the average.
In other words, low standard deviations indicate uniformity. The
standard deviations from the average numbers of words per year are
shown in Figure 4.11.
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Figure 4.11 Standard deviations from the number of words in auditor’s reports
between 1915 and 2015 (five-year intervals).
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Figure 4.11 shows a trend towards uniformity in regard to number of
words over time. Deviations from this trend can be explained by factors
such as auditor’s reports for companies that are part of a group (1935
to 2015), reports that contain a modified (or unclean) opinion (1980 to
2015), reports for companies that do not have a managing director and
reports for companies that do not have a profit to appropriate (or loss
to deal with).
Figure 4.12 shows the standard deviation from number of words per
year when adjusted for information related to group companies and for
information related to a modified opinion. After these adjustments, the
trend towards uniformity becomes more palpable.
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Figure 4.12 Standard deviations from number of words adjusted for information
related to group companies and for information related to a modified
opinion of auditor’s reports between 1915 and 2015 (five-year intervals).

However, the number of words used in the auditor’s reports does not
reveal anything about the content. Therefore, the focus of the
remainder of the description of the evolution of auditor’s reports lies
on the information contained in the reports.
Section 4.1 reveals that auditors reported in detail on entity-specific
and occasionally industry-specific information during the eighteenth
and nineteenth century. Further, in those days, it was common to
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include the income statement and/or the balance sheet and other
numerical information in the auditor’s report.
Some examples of auditor’s reports included in the time period study
show diverse formulations during the first years. They are presented in
Appendix VIII and show the degree of heterogeneity among auditor’s
reports of the time.
During the preliminary coding of the 874 auditor’s reports, it was
evident that it would be hard to determine whether certain information
really was entity-specific or just copied from the previous year, from an
auditor’s report for another company or from a template.
To display entity-specific information, numerical information was used
as a proxy. The following excerpts illustrate why this course of action
was used.
The auditor’s report for Guldsmedsaktiebolaget (corporate identity no.
556000-0043) for 1920 (SE/BVa/UV/C) included the following
information:
During the course of our audit, we have, among other things,
examined the minutes of the annual general meeting and Board
meetings as well as other documents that provide details about the
company’s economy, taken stock of the company’s securities and
cash, satisfied ourselves of the fact that the company’s property is
covered by fire insurance for a satisfactory amount and examined the
company’s accounting records of the year 1920.

This detailed information seems entity-specific at first glance.
Compared with the information (concerning the company’s insurance)
provided in the auditor’s report for the same company for 1915
(SE/BVa/UV/B) (see below), however, the information for 1920 is
clearly easier to copy and paste. It is therefore considered to be
comparatively less entity-specific.
The company’s properties are for all future insured for SEK
370,000.00, while equipment and current stock are insured for a
total of SEK 600,000.00, corresponding to more than the booked
value.

The degree of entity-specific information is thus measured in terms of
the amount of income statements and/or balance sheets and other
numerical information included in the auditor’s reports.
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Figure 4.13 depicts the development of this entity-specific information
in auditor’s reports between 1915 and 2015. Income statements and/or
balance sheets were included in relatively few auditor’s reports already
in the year 1915 (less than 20%). This is in line with Påhlgren’s (1938)
observations (see Section 4.1). Since 1960, income statements and/or
balance sheets have no longer been included in any of the examined
auditor’s reports.41 As an example of an auditor’s report that included
the income statement and the balance sheet, see Appendix VIII
(Auditor’s report for Bostadsaktiebolaget Enighets i Stockholm).
Figure 4.13 shows that auditor’s reports that included other numerical
information increased from 1945 to 1975 from around 35 percent in
previous years to around 60 percent. A decrease to negligible amounts
is observable from 1980 onwards. Numerical information provided in
the reports refers mainly to the company’s insurance (in the early
years), to the accumulated profit or loss and to the equity. For examples
of other numerical information, see the auditor’s report for Uddeholms
AB for 1940 and 1950 in Appendix V, the auditor’s report for Nya
Wermlands-Tidningens Aktiebolag for 1932 or the auditor’s report for
Herrängs Grufaktiebolag for 1915 in Appendix VIII.

41

Interestingly, a review of the auditor’s reports for SRS for 1915 to 1922 (see Appendix IX)
shows that the income statement and the balance sheet are included in all these reports.
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Figure 4.13 Percentage of auditor’s reports that contained (1) the income statement
and/or the balance sheet and (2) other numerical information between 1915
and 2015 (five-year intervals).

Section 4.1 also reveals that during the eighteenth and nineteenth
century, auditors included critical remarks, recommendations, etc.,
here summarised as “frank evaluative statements”, in their reports.
Remarks such as the following were used:
On annual accounts:
The accounts/everything is in good/excellent order.
The accounts/everything have/has been found to be in good order
and kept carefully.

On the administration:
The auditors commend the considerable skill, commitment and
energy that the Managing Director and the Board of Directors have
dedicated to the company’s growth and spectacular development.
The Board of Directors has with skill and care acted in the best
interests of the company.
With acknowledgement for the commendable efforts that the Board
of Directors has devoted to the company’s management,…
We found that the Board of Directors with diligence and dedication
/skill, commitment and energy has administrated the company’s
affairs.
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Auditor’s reports also included frank evaluative statements that
addressed specific questions. Such statements are exemplified in the
excerpts from the following auditor’s reports:
With reference to the administration report, we agree with the
proposal regarding the appropriation of profits at the disposal of the
general meeting of shareholders, and find the reasoning for lowering
dividends from 12% to 9% to be particularly well-formulated given
the present arduous economic climate. (SE/BVa/UV/D)
Regarding the printing office in Värnamo, it has not been profitable.
The reason for this is likely due, in part, to the intense and, to some
extent, unhealthy newspaper competition that we have seen and, in
part, to irregularities in the management of the printing office, which
the supervisors for this branch appointed by the general meeting of
shareholders have been unable to prevent, despite their best efforts.
The Board of Directors’ idea and plan to shut down the printing office
and printing of the respective newspapers in Jönköping appears
therefore well-considered. (SE/BVa/UV/F)
Despite the difficulties associated with the new-build of the property
no. 10 in the Enighet district, particularly in terms of space for the
editorial and office staff, the work has been able to progress to a
greater
extent
and
yielded
satisfactory
results.

(SE/NWTa/URV/G)

See also the auditor’s report for Nya Wermlands-Tidningens
Aktiebolag for 1932 in Appendix VIII.
Temperamental statements, as observed by Påhlgren (1938) and Sillén
(1944, 1952) (see Section 4.1), however, could not be found in any
auditor’s report included in the time period study.
Figure 4.14 shows the percentage of auditor’s reports that included
frank evaluative statements between 1915 and 2015. While these
statements were amply used in the first decades, their number has
decreased since 1950 and they have no longer been included since
1990.
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Figure 4.14 Percentage of auditor’s reports that contain frank evaluative
statements between 1915 and 2015 (five-year intervals).

In the late nineteenth century and the first half of the twentieth
century, it was quite common to appoint so-called “checking clerks”
(Wallerstedt 2009). The term “figures review” (in Swedish:
siffergranskning) refers to the work of the checking clerk, who was
hired by larger companies in addition to the auditor and whose task it
was to review the management of funds (Föreningen Godkända
Granskningsmän [FGGM] 1933). Furthermore, ongoing business
transactions were subject to a thorough inspection by the checking
clerk. In the journal Revisorn (Lindahl 1923:162), the significance of
the checking clerk in the auditing process is detailed as follows:
Strictly speaking, the checking clerk is not an auditor. In our opinion,
an audit without the investigation of a checking clerk is essentially
meaningless. As far as we know, authorised public accountants do
not perform an audit without a figures review performed by a
checking clerk or the audited company itself in a satisfactory manner.

Påhlgren (1938) notes that it was not common to print the checking
clerk’s report. For some of the companies included in the time period
study, the checking clerk’s report was printed together with the
auditor’s report. The checking clerk’s reports for Uddeholms AB for
1900 and for Svenska Gummifabriksaktiebolag (corporate identity no.
556000-2213) for 1920 are presented in Appendix X.

96

The percentage of auditor’s reports that refer to the work of checking
clerks between 1915 and 2015 are disclosed in Figure 4.15. Since 1980,
checking clerks are hardly mentioned in reports.
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Figure 4.15 Percentage of auditor’s reports that refer to a checking clerk between
1915 and 2015 (five-year intervals).

As displayed in Figure 4.16, a growing number of auditor’s reports have
included a reference to so-called “generally accepted auditing
standards in Sweden” (in Swedish: god revisionssed) since 1980. Such
references would not be seen in auditor’s reports before 1980.
Common formulations concerning the generally accepted auditing
standards in Sweden were:
I/We conducted my/our audit in accordance with generally accepted
auditing standards in Sweden. (1980 – 2010)
I/We conducted my/our audit in accordance with International
Standards on Auditing and generally accepted auditing standards in
Sweden. (2015)

See also the auditor’s reports for Uddeholms AB in Appendix V.
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Figure 4.16 Percentage of auditor’s reports that refer to generally accepted
auditing standards in Sweden between 1915 and 2015 (five-year intervals).

Since 2000, all auditor’s reports included in the time period study have
included explanations of corporate management’s and the auditor’s
responsibilities respectively. This is illustrated in Figure 4.17. However,
it does not show that the amount of words concerning the explanations
of the responsibilities increased between the years 2000 and 2015.
In 2000, the following information was given:
These accounts and the administration of the company are the
responsibility of the Board of Directors and the Managing Director.
My/our responsibility is to express an opinion on the annual
accounts and the administration based on my/our audit.

In the year 2005, additional information was given:
These accounts and the administration of the company and the
application of the Annual Accounts Act when preparing the annual
accounts are the responsibility of the Board of Directors and the
Managing Director. My/Our responsibility is to express an opinion
on the annual accounts and the administration based on my/our
audit.

In 2015, the information increased and was divided into two sections
titled Responsibilities of the Board of Directors and the Managing
Director and Auditor’s responsibility. For the information included in
these sections, see Uddeholms AB’s auditor’s report for 2015 in
Appendix V.
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Exceptionally, information about the auditor’s responsibilities was also
included in an auditor’s report for Slagteri-Aktiebolaget, a meatprocessing company (corporate identity no. 556000-0472) for 1920,
1925 and 1930 (SE/BVa/UV/H-J). In all three years the wording was
the same:
Inventory of the stock in both the factory and the stores (as well as
checking of the figures) was as previously conducted by the
company’s own employees and thus, we do not assume any
responsibility for this.

The auditors probably did not take the inventory because they resented
having to count dead animals. Rather, auditor’s reports of that time
often mentioned that the inventory was taken by the employees. The
above-quoted reports, however, were the only ones to be found where
the auditors disclaimed liability for the stock-taking.
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Figure 4.17 Percentage of auditor’s reports that explain the responsibilities of
corporate management and the auditor respectively between 1915 and
2015 (five-year intervals).

4.3
Swedish auditor’s reports from 2017 onwards
The template for the Swedish auditor’s report effective for audits of
financial statements for periods ending on or after 31 December 2016
differs depending on whether the audited entity is a listed/publicinterest entity or not (FAR 2016d, e).
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Compared with auditor’s reports prior to the audit reporting model
change in 2017 (see Subsection 4.2.2), Swedish auditors are still
required to audit the annual accounts and management independent
of whether the audited company is a listed/public-interest entity or not.
The scope of the auditor’s report according to RevR 700 (FAR 2016d)
is to be worded as follows:
I (We) have audited the annual accounts of ABC AB for the year YYYY
(the financial year …).
In addition to my (our) audit of the annual accounts, I (we) have also
audited the administration of the Board of Directors [and the
Managing Director] of ABC AB for the year YYYY (the financial year
…) and the proposed appropriations of the company’s profit or loss.

Also, as was the case for a majority of auditor’s reports included in the
time period study, an assurance statement and three recommendations
to the general meeting of shareholders are required in unqualified
auditor’s reports for both types of entities. However, as opposed to
most auditor’s reports included in the time period study, the
recommendations are to be placed at the beginning of the reports
according to the current audit reporting requirements (FAR 2016d)
provided in the Opinions sections.
The assurance statement and three recommendations are to be worded
as follows:
In my (our) opinion, the annual accounts have been prepared in
accordance with the Annual Accounts Act and present fairly, in all
material respects, the financial position of the company as of 31
December YYYY and of its financial performance [and cash flow] for
the year then ended in accordance with the Annual Accounts Act. The
statutory administration report is consistent with the other parts of
the annual accounts.
I (We) therefore recommend that the general meeting of
shareholders adopts the income statement and balance sheet.
I (We) recommend to the general meeting of shareholders that the
profit (loss) be appropriated (dealt with) in accordance with the
proposal in the statutory administration report and that the
members of the Board of Directors [and the Managing Director] be
discharged from liability for the financial year. (FAR 2016d)

The number of words in unqualified auditor’s reports for non-listed
and non-public-interest entities without a group but with a managing
director is 1,325 words. This is more than twice the average in auditor’s
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reports included in the time period study for 2015 (see Subsection
4.2.3).
For listed or public-interest entities, the number of words exceeds the
above-mentioned number and is dependent on the entity-specific
information about key audit matters that is required according to RevR
701 (cf. FAR 2016e). Key audit matters are described as those that,
according to the auditor’s professional judgement, are of most
significance in the audit of the financial statements. How the entityspecific information about key audit matters will be formulated in
Swedish auditor’s reports is yet to be explored. However, the
recommendation RevR 701 indicates that conclusions concerning
separate key audit matters are not to be drawn by the auditor (FAR
2016e). This means that the entity-specific information provided in
auditor’s reports for listed or public-interest entities is likely to deviate
from entity-specific information given in reports until the late
nineteenth/early twentieth century (see Section 4.1).
As in auditor’s reports included in the time period study for 2015 (see
Subsection 4.2.3), no reference to any checking clerk, but a reference
to generally accepted auditing standards in Sweden, is to be made in
auditor’s reports for both listed/public-interest entities and nonlisted/non-public-interest entities. Concerning explanations of
corporate management’s and the auditor’s responsibilities
respectively, separate sections are to be provided as in reports included
for 2015. However, these sections, especially the Auditor’s
responsibility section, are considerably increased. Among other things,
auditors are required to give descriptions of the respective going
concern responsibilities of corporate management and the auditor. For
audits of both listed/public-interest entities and non-listed/nonpublic-interest entities, the auditor is allowed to include some
information of the Auditor’s responsibility section in an appendix to
the auditor’s report or by specific reference in the report to the location
of the information on the website of the Swedish Supervisory Board of
Public Accountants (Revisorsnämnden) (FAR 2016d).
Further, the audit reporting model change in 2017 requires Swedish
auditors to provide an affirmative statement about their independence
and fulfillment of relevant ethical responsibilities independent of
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whether the audited company is a listed/public-interest entity or not
(FAR 2016d). For public-interest entities, the auditor is also required
to inform about the date of his/her appointment and the period of
his/her total uninterrupted engagement (FAR 2016e). The template for
a listed, public-interest and non-group company is displayed in
Appendix XI (Current audit reporting model).

4.4
Time periods from the late 18th century to 2017
Detailed coding of the auditor’s reports included in the time period
study revealed distinct patterns in the way auditor’s reports were
formulated throughout the years 1915 to 2015. Based on these patterns,
the evolution of the Swedish auditor’s report during these years can be
divided into three time periods: 1915 to 1945, 1950 to 1975 and 1980 to
2015.
In addition to these time periods, based on (descriptions of) auditor’s
reports prior to the time period study, a further period is identified: late
eighteenth century to the late 1890s (cf. Påhlgren 1938). Because
descriptions of auditor’s reports and auditor’s reports for Nya
Wermlands-Tidningens Aktiebolag (SE/NWTa/URV/A-E) and
Uddeholms AB (SE/Va/51191/282/E-G) from the late 1890s to the
early 1910s reveal similarities to reports between 1915 to 1945, the first
time period identified in the time period study is extended to cover the
years from the late 1890s to 1945.
Based on the assumption that auditors apply the audit reporting
standards effective from 1 January 2017 (see FAR 2016d, e), a further
time period from 2017 is suggested. Thus, as illustrated in Figure 4.18,
five time periods represent the evolution of the Swedish auditor’s
report from the late eighteenth century to 2017. The gaps between the
identified periods are due to the fact that the time period study only
included reports between 1915 and 2015 every fifth year.
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Figure 4.18 Descriptive model of identified time periods in the evolution of the Swedish auditor's report (18th century until 2017).
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What became apparent in the analysis of Swedish auditor’s reports is
that the degree of uniformity is related to the type of information given.
Uniformity in auditor’s reports increased (except for listed and publicinterest entities in 2017) when entity-specific information decreased
and general information increased.
The first time period (late 18th century to the late 1890s), is
characterised by auditor’s reports that contain a high degree of entityspecific information (cf. Påhlgren 1938; Sillén 1944, 1952). This first
time period is therefore labelled the “free-format period”.
Auditor’s reports in the second period (late 1890s to 1945) contain less
detailed entity-specific information compared with the preceding
period, but an increasing degree of general information. Due to an
increase in general formulations that resemble each other, this second
period is labelled the “period of beginning uniformity”.
In the third time period (1950 to 1975), labelled “period of increased
uniformity”, a continuous trend towards less entity-specific and more
general information can be observed.
The fourth time period (1980 to 2015) is characterised by auditor’s
reports containing almost no entity-specific information and a high
degree of uniformity. This fourth period therefore is labelled “period of
high uniformity”.
The fifth time period starts 1 January 2017 when new audit reporting
standards came into effect. This fifth time period is labelled “period of
partly standardised uniformity” since different requirements apply to
different companies (cf. FAR 2016d, e). In auditor’s reports for listed
and public-interest entities the inclusion of entity-specific information
about key audit matters is required. These reports thus include freeformat parts. For non-listed and non-public-interest entities
standardised unqualified auditor’s reports are prescribed.
As a formal test for the auditor’s reports included in the time period
study, statistical analyses were conducted. These analyses confirm
significant differences between characteristics of the second (1915 to
1945) and the third (1950 to 1975) time periods, and the third and the
fourth (1980 to 2015) time periods (see Appendix VII). For some of the
characteristics of the auditor’s reports included in the time period
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study, the differences between the second, third and fourth time
periods are highly visible, others are not as obvious. Overall,
differences between the third and the fourth time period are more
palpable.
Concerning the fourth time period, one could argue that this period can
be further divided into sub-periods based on several characteristics.
There are, for instance, obvious differences between auditor’s reports
for 1980 to 1995 and reports for 2000 to 2015 regarding the amount of
words and explanations of responsibilities (see Figure 4.10 and 4.17).
However, concerning uniformity, these auditor’s reports show a high
degree of uniformity and are thus grouped into the same time period.
So far, the way Swedish auditor’s reports have been formulated
throughout history has been outlined and, based on a number of
characteristics, different time periods have been identified in the
evolution of the Swedish auditor’s report. The following chapter
provides explanations for why formulations in auditor’s reports have
differed throughout history. The chapter draws on the knowledge of the
evolution of the Swedish auditor’s report gained so far.
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5

Empirical findings concerning the driving forces
behind the evolution of the Swedish auditor’s
report

In this chapter, empirical explanations for the evolution of the Swedish
auditor’s report throughout history are presented. It addresses RQ1
and outlines the driving forces behind this evolution.
According to previous research, the auditing profession has had a
sizeable influence on the evolution of the auditor’s report (see Section
1.4 and 2.2). To illustrate the parallel developments of the Swedish
auditor’s report and the Swedish auditing profession, critical junctions
of both are therefore examined. General economic history and the
development of Swedish legislation in the field of auditing are also
considered.
This chapter is divided into the five time periods identified in the
previous chapter and structured in a chronological order (see Section
5.1–5.5). Some of the starting and ending points of the identified time
periods are adjusted and the driving forces behind the evolution of the
Swedish auditor’s report are summarised in the concluding section (see
Section 5.6).

5.1
The free-format period
When Sweden was a European Great Power and the country’s territory
expanded under King Gustav II Adolf (1594 – 1632), foreign trade grew
rapidly (Heckscher 1940). The Baltic Sea almost became a Swedish
inland sea and many Northern and Middle European ports were under
Swedish control (see Figure 5.1). However, it was not only the
expansion of territory that led to an upswing in foreign trade. In
contrast to King Gustaf Vasa’s (1496 – 1560) economic policy of socalled “passive trade”, the ensuing times of the Swedish Empire
embraced a mercantilist way of thinking with Lord High Chancellor of
Sweden, Axel Oxenstierna (1583 – 1654) as one of its main advocates.
This fundamental change in economic thinking created favourable
conditions for maritime commerce. The growth material goods trading
required increasing amounts of capital and led to a new form of
business: the trading company (Damsgaard Hansen 2001). Owners of
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these companies were exempt from personal responsibility and these
companies can be regarded as precursors of today’s limited companies
(Wallerstedt 2009).

Figure 5.1 Map of Swedish territory (1524 – 1660) (Wikipedia 2014).

In the early seventeenth century most Swedish trading companies
devoted themselves to both importing and exporting different goods
(Heckscher 1940). Söderkompaniet and Afrikanska Kompaniet, both
founded in the first half of the seventeenth century and partly run by
Dutchmen, serve as examples42.
Norrländska Tjäruhandelskompaniet, whose auditor’s report has been
presented previously (see Section 4.1), solely exported one product –
Swedish tar (Heckscher 1940) – which was known as “Stockholm Tar”
in the world market (Jacobsson 1945). In 1648, the same year the Peace
of Westphalia ended the Thirty Years’ War, Norrländska
Tjäruhandelskompaniet added to its power by obtaining a royal charter
from the Swedish Queen Kristina (1626 – 1689) that gave it a monopoly
for tar export (Söderberg 1945). Tar was one of the most important
export goods in times of tarred sailing ships and Sweden was the
42

The probably most famous Swedish trading company, Ostindiska Kompaniet, was not
founded until 1731 (Heckscher 1940).
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leading tar exporting country in the world. Other important trading
goods were copper and iron.
This brief overview indicates that by the early seventeenth century,
Swedish entrepreneurship concerning trade and the mining industry,
had reached a complexity that demanded special knowledge in the field
of accounting (Cassel 1996). Whereas government auditors have
existed ever since the Middle Ages in Sweden, audits of private
companies started to appear first in the seventeenth century (Sjöström
1994). From around the mid-seventeenth century, auditing was
performed on a regular basis in Swedish trading companies and the
mining industry (Sillén 1944; Johnsson 1946).
According to Sillén (1944), double-entry bookkeeping gained ground in
Sweden at the same time (see also Johnsson 1946; Grandell 1972) and
it is this development towards a more reliable accounting method that
enabled the understanding and control of economic transactions
(Johnsson 1946). It is likely that businessmen and heads of state, hired
experts to oversee their managers already in times of single-entry
bookkeeping. A more reliable examination of management became
possible with the rise of the double-entry system, though. According to
Sjöström (1994), most auditors at that time were retired bookkeepers.
Whether the six signing “assistants” of the auditor’s report for
Norrländska Tjäruhandelskompaniet from 1652 – Jonas Heinrichsson,
Jacob Barckman, Anders Jonsson, Jacob Pfeiff, Joachim Dittmer and
Johan Jonsson – were retired bookkeepers is not reported.
As outlined in Section 4.1, little is known about auditor’s reports in the
seventeenth and early eighteenth century (Sillén 1944). However, those
preserved from the eighteenth and nineteenth centuries that have been
examined by earlier researchers show that auditors reported in a
detailed way and that auditor’s reports included a lot of numerical
information (Påhlgren 1938; Sillén 1944, 1952).
One explanation for auditors’ detailed reporting is that much of the
information nowadays presented by corporate management in
administration reports and annual reports was then provided by
auditors. Also, auditor’s reports were not made public (Danielsson
1997). A common perception was that financial information should be
kept inside the company: “To avoid hassle and trouble, annual
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accounts should not be discussed in the presence of other people”
(Muhr referred to in Cassel 1996:89).
In the mid-nineteenth century, when farmers and farm workers still
represented approximately eighty percent of the Swedish population, a
series of events came to change both entrepreneurship and auditing –
industrialisation had reached Sweden (Schön 2000). One of these
events was the abolition of the guild system in 1847 which preceded the
constitution of the first Companies Act of 1848. What speeded up
industrialisation was not solely the freedom of establishing companies,
but also a structural social change in which a combination of general
education, a functioning capital market and an expanding
infrastructure were important factors.
The Companies Act of 1848 (SFS 1848:43) enabled entrepreneurs to
found “modern” firms, i.e. limited companies, with a separation of
ownership and control. The Companies Act was influenced by French
law and thus followed the so-called “authoritative system”, which
meant that the government had to give permission to each company
that was to be founded (Wallerstedt 2009). Further, the Companies Act
comprised fifteen concise paragraphs, none of which mentioned
auditing.
Although there were no legal requirements for companies to have their
financial statements audited, it became common practice to conclude
private agreements on auditing (Johnsson 1946; Sillén 1952). From the
beginning of the nineteenth century, there is evidence that many
companies stipulated the implementation of audits in their articles of
association (Hanner 1963; Cassel 1996; Wallerstedt 2009). One of the
oldest articles of association with detailed directions concerning
auditing and the auditor’s report is from the company Strömholms Nya
Canal-Bolag which was established by King Karl IX Johan in 1842
(Sillén 1944:209):
Executive Management’s administration and Canalwerket’s accounts
shall be audited by two auditors, one of whom is elected by the
Company at the annual general meeting […]
In the report, the auditors shall present their opinions concerning
those matters that are subject for their audit, recommend
improvements in the company’s organisation or administration that
are appropriate and finally, recommend discharge of responsibility
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for Executive Management or stipulate the conditions for denial and
the reasons thereof. No other audit of the Executive Management’s
administration or of the accounts than that presented in the auditor’s
report, and thus is relevant, may be conducted. The auditor’s report
is presented to Executive Management during the month of August,
whereafter, and once Executive Management has formed an opinion,
the same is presented to the company.

Excerpts concerning auditing from the articles of association for
Uddeholms AB from 1879 serve as further examples
(SE/Va/51191/282/B) 43:
Instructions for the auditors of Uddeholms Aktiebolag
1. The auditors are to, on notification from the Chairman of the
company’s Board of Directors, meet at Uddeholm in adequate time
so as to conduct and complete the audit as stipulated in the Articles
of Association and thereafter present their report before 15 August.
2. The main task of the auditors is to present their opinion to the
company concerning the administration of company affairs. Towards
this end, they shall thoroughly acquaint themselves with the
company’s accounts and all of the Board’s administration measures
as well as the minutes of the annual general meeting. Thus, they are
to review the minutes of Board meetings and, when necessary, study
the submitted correspondence of the Board of Directors regarding
important issues and otherwise receive from the Board of Directors
all information that they may deem necessary. Finally, the auditors
are to examine the company’s securities and guarantee documents.
3. The auditors should also visit the company’s workshops, mines and
properties to the extent that may be necessary in order to form an
accurate opinion and conduct an accurate audit of the course of
administration.

Since the implementation of the Companies Act in 1848 the number of
limited companies began to grow rapidly (Wallerstedt 2009). This
growth in conjunction with the lack of a legal framework was probably
one of the reasons why auditing came to be seen as deficient by many.
Sillén (1952) argues that auditing in these newly founded companies
lacked established traditions and thus became more or less a formality
that was carried out without adequate scrutiny.
Whether audits at Uddeholms AB were considered to be performed
poorly is not known. The company’s articles of association seem quite
43

Articles of association for Uddeholms bolag could be found in the Värmland’s archive for
earlier years (SE/Va/51191/282/A). These articles of association stipulate the deputies’ (cf.
Subsection 3.2.3) and not the auditors’ responsibilities.
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detailed compared to the legislation on auditing enacted later, though.
Furthermore, the auditor’s report for 1870 (see Section 4.1) is already
in accordance with the articles of association from 1879
(SE/Va/51191/282/B). These facts, along with the company’s long
tradition, suggest that the audit was probably well-executed and that
the users of the audited financial statements were well-informed.
However, previous research shows that auditors at that time often
lacked expertise in bookkeeping, which hindered them from detecting
misstatements in the accounts (Sjöström 1994; Wallerstedt 2009).
They were laymen who worked as auditors alongside their ordinary
work as accountants, bank clerks, bank directors, business men, high
ranking officers, lawyers, merchants, etc. (Sillén 1944; Hanner 1963;
Wallerstedt 2002). Andersson (1960:411) reveals that the appointed
auditors for Uddeholms AB between 1880 and 1890
(SE/Va/50840/MRV99/C; SE/Va/51191/282/C-D) “were mineinspector Anton Sjögren, a prominent figure in Värmland’s iron
industry, and Wilhelm Falk, a foreman on Klarälven River 1873 –
1890”. According to Sjöström (1994) and Wallerstedt (2009), auditors
in those days would often perform audits on an honorary basis for
which they most often only received a symbolic compensation.
Moreover, auditors were commonly appointed as a result of good
relations with management or important shareholders, which
jeopardised auditors’ independence.
Misstatements due to embezzlement and fraud existed in all industries
because entrepreneurs paid more attention to their core businesses
than to financial accounting (Svenska Revisor Samfundet [SRS] 1908).
It was this situation that started the debate in the Swedish Parliament
about the necessity of revising the Companies Act of 1848 (SFS
1848:43). In this debate, the need for an auditing profession became
evident (Wallerstedt 2009).

5.2
The period of beginning uniformity
In 1895, a new Companies Act (SFS 1895:65) was introduced which
took effect from 1 January 1897. This legislation contained 81
paragraphs and was influenced by German law, which meant a shift to
the so-called “normative legal system”. The foundation of companies
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no longer depended on government permission but merely on
compliance with legal requirements (Wallerstedt 2009). In the
Companies Act of 1895, it was stipulated for the first time that Swedish
limited companies must have at least one auditor and that this auditor
was required to issue an auditor’s report that was at that time labelled
“statement” (SFS 1895:65, 50):
The board’s administration and the company’s accounts are to be
audited by at least one auditor. A written statement concerning the
audit is to be presented every year. Auditors may be elected for a
period not exceeding two years.

As more and more companies had hired well-regarded persons to check
their accounts and their administration ever since the late
eighteenth/early nineteenth century, this legislation, which imposed
mandatory auditing, is considered confirmation of prevailing practice
(Hanner 1963; Wallerstedt 1999). The auditor’s report, however, was
not mentioned in the preparatory work leading up to the Companies
Act of 1895 (Sjöström 1994). To illustrate that legislation was in its
infancy, it is worth mentioning that the Companies Act of 1895 did not
provide any instructions on how annual reports were to be presented.
There was only an obligation that they must be issued.
Four years after the implementation of the Companies Act of 1895, and
most likely as a consequence of this implementation, the first Swedish
auditor’s association, SRS, was established in 1899 (Wallerstedt 2009).
One of the most influential founders was Edvard Wavrinsky, a member
of parliament who founded the auditing company Aktiebolaget
Sveriges Allmänna Revisionsbyrå44. At that time, only very few people
worked as full-time auditors and Wavrinsky, thus, promoted an
abolishment of laymen auditors whose lack of knowledge resulted in a
lot of unpleasant surprises. According to the statutes of SRS, the
association was to “improve the reputation of the auditing profession
by making general education and accreditation a necessity for people
to enter the community” (Eurenius 1919:27). Courses, lectures, access
to professional literature and discussions were meant to contribute to
the progress of the auditing profession (Wallerstedt 2009). From the
His company is mentioned in the auditor’s report for Herrängs Grufaktiebolag presented
in Appendix VIII.
44
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beginning, SRS discussed the role and work of auditors on a regular
basis. Often audit procedures from other countries, such as England
and Germany, served as a model.
In 1902, Vägledning för revisorer (in English: Guidelines for
auditors), complete with a proposal for an auditor’s report, was printed
by SRS (1902). The guidelines opened with a reference to a “highly
appreciated” (SRS 1902:3) English text about auditing by Francis W.
Pixley and some formulations in the proposed auditor’s report indicate
its English influences. For instance, the profit or loss and the balance
sheet are supposed to give a “true picture” of the company’s result and
financial position: “In short – the auditor should always be aware of
the following: is the annual profit or loss for which I give assurance
with my signature the true profit or loss and is the balance sheet a true
expression of the company’s financial position?” (SRS 1902:18).
The guidelines were intended to provide lay auditors with a minimum
of requirements for audits to be met. According to the guidelines, these
requirements were also important to make sure that financial
statement users perceive that accurate audits were performed (SRS
1902:19):
Under the present Guidelines for auditors, the Swedish Association
of Auditors may not be able to cope with the current misconduct. In
anticipation of an appropriate legislation in regard to these matters,
the Association has believed it was doing the public a service by
providing minimum requirements for lay auditors, so that their work
will not be what the Supreme Court of the United Kingdom called a
farce. Much would be won if the Association could in some way
further impart a better understanding of the importance of careful
audits to the general public, which entrusts its money to others in the
current climate of setting up companies.

The proposal was worded as follows (SRS 1902:16-17):
Proposal for an auditor’s report.
The undersigned, appointed auditors for Aktiebolaget N.N. by the …
annual general meeting to audit the Board’s administration and the
company’s accounts for the year …, hereby present the following
report.
The company’s day books include the statutory documents:
Journals,
Fixed assets register,
Letters book and other necessary help books and Records.
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The administration report and balance sheet that were presented in
good time, shows the following result of the company’s operations for
the financial year.
Income:
__ __ __ __ _____________________
SEK __
Total SEK __
Expenses:
__ __ __ __ _____________________
SEK __
Total SEK __
Net profit for the year
Total SEK __
Assets:
__ __ __ __ _____________________
Liabilities:
__ __ __ __ _____________________
Retained capital

SEK __
Total SEK __
SEK __
Total SEK __
Total SEK __

The figures review conducted has not given rise to any
comments and the notations have been properly verified. The cash in
hand has been verified 31 December and found to coincide with the
cash book’s balance for that day.
We attended the stocktaking of the stock and inventory 1 – 3
January in the current year and the notes and valuation coincide with
the information in the balance sheet.
We have verified current securities and the amount of cash in
banks. We hereby remind the Board to renew the property mortgage
à SEK __ on __ this year.
Previous annual general meetings’ decisions have been put
through and regarding the minutes of Board meetings we have no
objections.
On the basis of the conducted audit we recommend that the
presented accounts give a true and fair view of the company’s
financial position, and as the Board of Directors has, as far as we can
judge, with care acted in the best interests of the company, we
recommend:
complete discharge from liability for the Board of Directors for
the administration for the period covered by the audit.
(Date.)
N.
N.

According to the guidelines (SRS 1902:4), the inclusion of the income
statement and the balance sheet was considered to provide increased
reliability: “After having gained insight into the books, he [the auditor]
has to present a balance sheet and certify its reliability with his
signature”. The inclusion of the recommendation to discharge the
board of directors from liability was commented as follows: “The fact
that the auditors, such as the one above, make a statement on
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discharge of liability probably is common practice although there is
no such obligation.” (SRS 1902:18).
When it comes to deviations from the proposed auditor’s report, the
authors give some further instructions (SRS 1902:18): “The auditor
should complete his task with the greatest accuracy, but at the same
time carefully avoid anything that may be called harassment. He can
better demonstrate his diligence than by commenting on minor errors
in his report which should rather be corrected through cooperation
with the board of directors.” This quotation indicates the foundation
of a binary audit reporting model. The proposed wording of the report
was recommended if no material misstatements were discovered and a
remark therefore was needed. The statement further sets a certain
trend: to be restrictive with remarks in the auditor’s report and
therefore, if possible, to issue what nowadays is known as an
unmodified or clean opinion. To deviate from the proposed template
should be avoided through collaboration with the board of directors.
As Wavrinsky lamented, this proposed auditor’s report seems for
reasons unknown to have been disregarded by many auditors
(Wallerstedt 2009). According to Wallerstedt (2002), the period
between 1895 and 1931 can be labelled as the period of “the Creation of
the Swedish Auditing Profession”. This seems to indicate that the
existence of SRS and its recommendations might not have been
recognised by all Swedish auditors, at least not by all those who worked
outside the Stockholm region. (The work of SRS was concentrated to
this region.)
As outlined in Section 4.1, auditor’s reports in the late nineteenth/early
twentieth century had become significantly shorter (Påhlgren 1938).
One explanation for shorter auditor’s reports is that the Companies Act
of 1895 (SFS 1895:65, 36) required corporate management to submit
an administration report to the annual general meeting. Thus, much of
the information that before could be found in most auditor’s reports
was now presented in administration reports. According to Påhlgren
(1938), another reason for shorter auditor’s reports can be linked to
publicity. In the late eighteenth/early nineteenth century, it became
common practice to print the administration report and the auditor’s
report together in the same document because both had to be made
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available to shareholders. Since the administration report was to be
handed in to the Swedish Royal Patent and Registration Office, also the
auditor’s report became a public document (although it was not
required by law that the latter had to be handed in to the registration
authority). Thus, Påhlgren (1938) argues that auditors reduced the
amount of information given in their reports following the request of
corporate management and started to communicate more directly with
the board of directors.
When it comes to the publicity issue, a review of the prints of
Uddeholms AB’s auditor’s reports and administration reports from
1878 to 1945 (SE/VA/50840/MRV99; SE/VA/51191/282) shows that
they had been printed in the same booklet since 1900 (with the
exception of the years 1909 and 1925 due to late auditor’s reports),
which confirms Påhlgren’s (1938) assertion. In addition, there is
evident restraint concerning frank evaluative statements and critical
remarks as of the last decade of the nineteenth century (see also Section
4.1).
Another explanation for shorter auditor’s reports is the auditors’
responsibility for misstatements in their reports since the
implementation of the Companies Act of 1895. The law (SFS 1895:65,
51) stipulates as follows:
Should the auditors, against their better judgment or deliberately,
have submitted in their statement incorrect information or refrained
from commenting on such information presented in the
administration report or balance sheet, or demonstrated gross
carelessness in the performance of their duties, they shall be held
responsible to the company for any and all damages that may arise,
one for all and all for one.

This stipulation probably further explains the trend towards fewer and
more cautiously formulated reports, i.e. a decrease of frank evaluative
statements and critical remarks.
In 1910, a new Companies Act was passed (SFS 1910:88). However, this
new regulation did not imply noticeable changes concerning the
auditor’s report. Apart from the fact that the auditor’s report now was
labelled “report”, the new Companies Act did not provide any
suggestions or requirements on what the auditor’s report should
contain. It was simply declared that (SFS 1910:88, 74):
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The auditors shall for each financial year present a signed report of
the audit that is to be submitted to the board of directors.

As in the case of the Companies Act of 1895, discussions in the
preparatory work for the Companies Act of 1910 concerning the
auditor’s report could not be found (Sjöström 1994).
The law meant the rejection of the SRS’s request for an official auditing
institution responsible for the authorisation of public auditors. These
auditors would have had a status similar to that of chartered
accountants in England. Despite a comprehensive investigation
regarding the need for public auditors accomplished by SRS (1908), the
Stockholm Chamber of Commerce (Stockholms Handelskammare) in
conjunction with the Stockholm School of Economics
(Handelshögskolan i Stockholm), that was founded in 1909, started to
authorise auditors on a private basis (Wallerstedt 2009)45. In 1912, the
first six auditors were authorised.
Applications from two women to become authorised public
accountants in 1912 show that Swedish auditor’s reports were inspired
by foreign practice at that time. Sisters Thyra and Dagmar Svensson,
female pioneers in the Swedish auditing profession46, who ran the audit
firm Revisionskammaren, reapplied in 1914 to become authorised
public accountants and were accepted after being rejected two years
earlier (Wallerstedt & Öhman 2014). Their solid application
documents contained, besides basic guidelines for effective control, a
template for an auditor’s report to be used by their employees. It was
the British system of auditing that served as a model for the design of
the template for the sisters’ auditor’s report.
SRS’s journal Svenska Revisor Samfundets Tidskrift in 1916 (SRS
1916) printed an extension of the Guidelines for auditors published in
1902 in an effort to again provide guidance for lay auditors. The British
45

Both the German Chambers of Industry and Commerce and the Oslo Chamber of
Commerce appointed recognised accountants at that time (Hanner 1963).
Women’s suffrage was introduced in Sweden in the year 1918 (Schön 2000). Furthermore,
the auditing profession seems to not have encouraged female auditors (Wallerstedt &
Öhman 2014). After the authorisation of the sisters Thyra and Dagmar Svensson in 1914, it
would be a further 37 years before the third Swedish female auditor was authorised.
46
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influences on the Swedish auditing profession were also visible in this
edition (SRS 1916:9-10):
In England and its colonies, the auditing profession is highly evolved
and its practitioners have found many areas in which to practice and
gained a balanced social position. For those who know our Swedish
auditing system, there is no doubt about our lack of development in
this field.

Although the proposed auditor’s report in the 1916 guidelines was the
same as in the 1902 edition (apart from amendments due to a spelling
reform), few auditors appear to have used the proposed template
verbatim. The template was not even used by the auditors of SRS itself
(see Appendix IX).
In 1923, some of the newly authorised public accountants founded FAR
with Professor Oscar Sillén as the first chairman (Wallerstedt 2009).
The official explanation for founding FAR this particular year was that
a Scandinavian auditing conference was to be held in Norway one year
later. According to Wallerstedt (2009), there may also have been a
connection with SRS’s decision to authorise their own auditors. The
two auditing associations had several disagreements the following
years about, among other things, which of the two organisations would
be best suited to represent auditors in Sweden.
Disagreements among auditors became visible in numerous articles
published in the journal Revisorn, whose editor Oscar Lindahl47 clearly
positioned himself in favour of more informative auditor’s reports:
A Swedish auditor’s report does usually not excel as informative,
concise or correct. […] clearly another order is desirable. (Lindahl

1924a:341)
In the early 1930s, when authorised public accountants examined eight
percent of the 2,180 largest limited companies in Sweden (Wallerstedt
2009), auditor’s reports were paid special attention in two articles
47

Oscar Lindahl himself, authorised public accountant and member of FAR, in 1925 received
a warning by the Stockholm Chamber of Commerce’s Central Board of Auditing concerning
an auditor’s report he issued (Wallerstedt 2009). According to the Central Board of Auditing,
there was no reason for him not to recommend that corporate management be discharged
from liability. Oscar Lindahl, who disagreed with the Board’s warning, requested his
withdrawal from FAR thereafter.
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published in Revisorn (Lindahl 1931a, b). Auditor’s reports at that time
were – at least by critics – considered to be stereotyped and insipid,
and more information was requested. Some auditors – in the article
referred to as “from an authoritative point of view”, which was probably
a group of authorised public accountants including Oskar Sillén
(Wallerstedt 2009) – had demanded that the auditor should not alter
the formulation from the previous year without compelling reasons.
Even a small change in the auditor’s report, according to these auditors,
could lead to damage for the audited company. The author of the
articles (who is unknown, but probably a non-authorised public
accountant and member of SRS (Wallerstedt 2009)) agrees that
auditor’s reports should not be formulated in a way that could harm the
audited company, but adds that nevertheless, he is still of the opinion
auditor’s reports should contain additional information.
Also Påhlgren (1938) in his review of auditor’s reports from the
nineteenth century comments on the “modern” auditor’s reports of the
1930s. He labels them “really stereotyped” and describes them as
containing formulations that returned from year to year and were not
changed without compelling reason. Påhlgren (1938:268) also
highlights that a disadvantage of these “modern” auditor’s reports is
that they do not reveal the quality of the audit performed: “This is
possibly what makes an auditor’s report issued by a skilled
professional accountant look the same as one issued by an auditor
who is completely ignorant.”
Thus, the trend from detailed auditor’s reports containing entityspecific information in the eighteenth and nineteenth century towards
auditor’s reports containing less entity-specific and more general
information from the turn of the century (19th to 20th century) outlined
previously (see Chapter 4) is confirmed.
Guidelines concerning auditor’s reports further explain the trend
towards uniform auditor’s reports. These guidelines were promulgated
in auditing lectures given at the Stockholm School of Economics since
at least the late 1930s and are preserved in compendia (Wallerstedt
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2009)48. According to Sillén (Handelshögskolans Studentkårs
Kompendienämnd [HSK] 1943:37), the minimum statements that
generally should be made in an auditor’s report are the following:
1. The scope of the audit (ordinary or alternate).
2. How the account records are kept, possibly a reference to the
checking clerk’s report.
3. Investments made during the financial year, review of insurance
contracts, visits to factories, etc.
4. Minutes of the annual general meeting and board meetings.
5. Administration report.
6. Balance sheet and profit and loss statement. Possibly the
adoption of the balance sheet.
7. Dealing with the profit or loss.
8. Discharge from responsibility for the board of directors.

The time period study in Section 4.2 shows that most of the auditor’s
reports issued in the 1940s included these minimum requirements. A
possible explanation for why auditor’s reports did not include
information about the review of insurance contracts, for instance, may
be that not all signing auditors had access to Sillén’s lectures and/or
compendia.
The criticism in the articles published in Revisorn mentioned above,
was not only directed against auditor’s reports in general, but had also
a specific target – the auditor’s report for the company Aktiebolag
Kreuger & Toll (Lindahl 1931a, b):
Auditor’s report for the Aktiebolaget Kreuger & Toll
The undersigned, appointed to audit Aktiebolaget Kreuger & Toll’s
accounts and administration for the year 1930, hereby submits the
following report having conducted a complete audit.
The accounts have been found to be in good order, kept carefully and
verified with complete receipts.

48

Lectures in auditing were provided to students at the Stockholm School of Economics from
1914 by Professor (since 1915) Oscar Sillén (Wallerstedt 2009).
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We have taken stock of the company’s holdings in shares, bonds and
other securities and have no comments. We have verified the amount
of cash in banks, cash in hand and the company’s receivables. As
regarding the profits and losses of the company’s operations during
the year 1930, we refer to the administration report and therein
enclosed balance sheet and profit and loss statement, which have
been found to coincide with the accounts and, on these grounds, we
recommend their adoption and the adoption of the Board of
Directors’ proposed allocation of available funds.
On the basis of the conducted audit, we propose that the general
meeting of shareholders discharge the Board of Directors from
liability for the administration of the year 1930.
Stockholm in April 1931 (Lindahl 1931a:97-98)

The author of the articles comments on the auditor’s report for the
company that presented total assets amounting to SEK
1,514,700,368.14, as follows:
The figures review and the inventory have thus been completed
without remarks. According to the auditors and the major investor,
this should also satisfy those of the general public who have invested.
We, however, do not agree. In our opinion, there was reason to expect
a report that gave some information about the extent to which the
auditors had penetrated the labyrinth that the large company
created. […] Regretfully, the auditors have not understood the
importance of informing the public. As known, a little openness
builds trust. Trust should be invaluable for this company, which is so
heavily built on public investments. But instead of saying a few words
about how things are to those who always have been ready when it
came to new share issues, the auditors have been content to deliver
the most stereotypical and bland report ever seen. (Lindahl

1931a:98)
The reaction to the article was described in a subsequent article and
shows a dissatisfaction with auditor’s reports in general in those days:
Many entrepreneurs from whom we received letters, and others, with
whom we spoke in person, have expressed their satisfaction with our
article. It seems that the general consensus is that auditor’s reports
are usually stereotypical and insipid and there is a desire for more
detailed ones. However, authoritative auditors have stated that the
point of view presented in our article regarding the content of the
auditor’s report is by no means correct. (Lindahl 1931b:145)

Interestingly, the criticism concerning Aktiebolaget Kreuger & Toll’s
auditor’s report came before the Kreuger Crash in 1932 which shed an
unfavourable light on the auditing profession – not only in Sweden, but
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world-wide – with massive criticism of badly executed audits
(Wallerstedt 2009; Partnoy 2010).
Ivar Kreuger, owner of Aktiebolaget Kreuger & Toll and Svenska
Tändsticksbolaget (in English: Swedish Match Limited Company) and
other companies in different industries, and known as the “Match
King”, was a very prominent businessman in Sweden and
internationally (Partnoy 2010). Kreuger’s business concept was based
on lending money to various countries in exchange for a match
monopoly in these countries. In the early 1920s, Kreuger controlled all
important match markets in Europe. The generous long-term loans
Kreuger provided were financed through short-term loans which were
supposed to be renewed continuously. Banks in turn provided loans
with Kreuger & Toll’s shares as security that were the world’s most
widely held securities in the 1920s (Flesher & Flesher 1986). Kreuger’s
stocks and bonds were popular because annual dividends of over 20
percent were paid. However, these dividends were largely paid for with
capital and not from profits, which Kreuger managed to hide in the
accounts.
During the Great Depression and in conjunction with the New York
Stock Market Crash in 1929, many banks ran into financial difficulties
and called in their loans, which caused huge problems for the Kreuger
Group (Partnoy 2010). As Kreuger was aware that he was solely
responsible for the fraudulent financial actions, and that these were
about to be exposed, he allegedly committed suicide on 12 March 1932.
His death eventually led to the collapse of the Kreuger Group.
In the investigation that followed, not only the shortcomings of the
accounting system were unmasked, but also criticism was levelled at
the work of the auditors (Partnoy 2010). The investigation was carried
out by more than one hundred Price Waterhouse auditors from various
continental offices and the UK. One of the reasons why the Swedish
government assigned Price Waterhouse to undertake the investigation
was that there were only around sixty Swedish authorised public
accountants at that time (Wallerstedt 2001). The auditor of the Kreuger
Group, Anton Wendler, a Swedish authorised public accountant and
member of FAR, considered to be dependent on Kreuger, lost his
authorisation in the wake of the scandal and was arrested by the police.
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Events surrounding the Kreuger Crash damaged the reputation of the
authorised public accountants in Sweden and called the relevance of
the audit institution into question. The Kreuger Crash eventually led to
tougher accounting and auditing rules in the Companies Act of 1944
(Rodhe 1964).

5.3
The period of increased uniformity
The next big step in the evolution of the Swedish auditor’s report came
at a time when other countries were otherwise occupied with World
War II49. Sweden, on the other hand, was experiencing economic
growth (Schön 2000). As indicated in the previous section, the
Companies Act of 1944 (SFS 1944:705), which was highly influenced by
the Kreuger Crash in the early 1930s (Rodhe 1964; Sjöström 1994;
Wallerstedt 1999, 2009), had a great impact on the auditor’s report.
The new regulation, which took effect 1 January 1948 meant, among
other things, that audit procedures were to be specified in great detail
(SFS 1944:705). Further, authorised and approved50 public
accountants were mentioned for the first time in Swedish law and
authorised public accountants were to be hired by publicly listed
companies51. By then, already around 40 percent of the Swedish public
companies hired authorised public accountants (Sjöström 1994). To
require all companies to have their financial statements examined by
authorised public accountants was practically impossible, given that
there were about 30,000 registered limited companies and
approximately 70 authorised public accountants when the new
49

In some of the auditor’s reports included in the time period study, references to the War
can be found. One example is the auditor’s report for Luossavaara-Kiirunavaara Aktiebolag
(corporate identity no. 556001-5835) for 1940, which includes information about a loss of
SEK 12 million in its property in Narwik, Norway due to damages of war. In the auditor’s
report for Morgårdshammars Mekaniska Verkstads Aktiebolag (corporate identity no.
556000-0753) for the same year, the auditors informed about a newly equipped shelter.
50

In 1930, the Chamber of Commerce decided to approve public accountants (Sillén 1949).
The requirements to become an approved public accountant were lower compared with
those for authorised public accountants.
51

Already in 1933, the Board of Directors of the Stockholm Stock Exchange recommended
listed companies to hire authorised public accountants.
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Companies Act was drafted. For non-listed companies, auditors had at
least to be experienced in accounting and have adequate insight into
the complexity of the company they were dealing with (SFS 1944:705).
This meant greater demands on auditors compared with the
Companies Act of 1910 (SFS 1910:88). In the new Companies Act,
authorised and approved public accountants were defined as auditors
authorised and approved by the Swedish Chamber of Commerce
(Handelskammaren) (SFS 1944:705), which meant an indirect state
recognition of the profession (Hanner 1963).
In this new law, also regulations concerning the content of the auditor’s
report were stipulated for the first time, where some parts of the report
had become very detailed (Rodhe 1964; Sjöström 1994; Danielsson
1997). For example, the auditor had to confirm that an inventory had
been carried out. Compared with earlier Companies Acts where the
auditor’s report was called “statement" or simply “report”, it was
labelled “audit report” in the Companies Act of 1944 (SFS 1944:705). It
also became mandatory to hand in the auditor’s report (together with
the balance sheet, the profit and loss statement and the administration
report) to the Swedish Royal Patent and Registration Office as all these
documents were supposed to be available to the public (SOU 1941:9).
In the preparatory work for the Companies Act of 1944, the
Department of Justice claimed that auditor’s reports often had become
meaningless or insipid since earlier Companies Acts did not specify
what was to be included (SOU 1941:9). To regulate the content of the
auditor’s report was considered necessary for different reasons. The
first was that shareholders needed information to decide whether to
adopt the balance sheet, to discharge the board of directors from
liability and to appropriate the profit or deal with the loss. The
importance of receiving detailed information about the results of the
audit for creditors and other interested parties was the second reason
for the detailed regulation. The third reason expressed in the
preparatory work was to force auditors to carry out specified steps in
their audit. The Department of Justice (SOU 1941:9, 119) put it the
following way: “The statutory regulations stipulating the auditors’
obligation to present their opinion in the auditor’s report regarding
certain aspects are intended to instill upon them their duty to perform
the audit to the extent that these opinions imply.”
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Concerning the third reason for regulating the content of the auditor’s
report, the Department of Justice seemingly believed that the reports
imply a certain control over auditors’ reviews of the aspects specified
in the Companies Act of 1944. Wallerstedt (2009) argues that due to a
relatively high proportion of lay auditors prior to the implementation
of the Companies Act of 1944, it can be assumed that audits were
conducted and auditor’s reports formulated in many different ways and
that knowledge was handed over from one generation of lay auditors to
the other. The time period study shows that, prior to the
implementation of the Companies Act of 1944, the mean number of
authorised public accountants signing the auditor’s reports was below
0.4 while the mean number of auditors signing the reports was between
2 and 2.5. This confirms a relatively high proportion of lay auditors.
Wallerstedt (2009) further notes that even among authorised public
accountants, knowledge of audit practice varied a lot.
A fourth reason for a detailed regulation was that it was meant to
strengthen auditors’ independence from corporate management (SOU
1941:9). The influence of failed audits in, for instance, the Kreuger
Group and the widespread distrust of auditors at that time became
palpable in the argumentation for a detailed regulation.
The following excerpts from the Companies Act of 1944 elucidate:
The auditors shall for each financial year present a signed report of
the audit that is to be submitted to the board of directors […]. (SFS

1944:705, 112)
The auditor’s report shall contain an account of the results of the
auditor’s audit and a statement on whether there are any comments
concerning the accounting documents handed over to the auditor,
the company’s bookkeeping or the inventory of its assets, or
otherwise concerning the administration of the company’s affairs. If
there are any comments, these are to be addressed in the auditor’s
report. Furthermore, the auditors are also obliged to present in the
report any objections that they feel should be brought to the attention
of the shareholders.
The auditor’s report shall contain a separate statement
regarding the adoption of the balance sheet,
regarding discharge from responsibility for the members of the board
of directors and the managing director, and
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regarding the proposal of the board of directors and the managing
director regarding the appropriation of the company’s profit or loss
according to the balance sheet, thereby stating whether the proposal
covers statutory provisions for reserve funds or supplementary legal
reserves for the payment of debts.
Have fixed assets been written up in accordance with Chapter 100,
Section 2 or have current assets been booked at a higher amount than
the costs for their procurement or production, a separate statement
regarding this is to be made in the auditor’s report.
If the company has a trust fund, in accordance with the terms of the
Company’s Act concerning pension and personnel trust funds, the
auditors in their report are to make a statement on the examination
of the administration and the accounts of the trust fund.
An auditor who has an opinion that differs from that in the auditor’s
report or who otherwise finds a separate statement warranted, is to
add a statement thereof to the auditor’s report, provided he does not
prepare a separate auditor’s report. (SFS 1944:705, 113)
The auditor’s report for the parent company is to contain a statement
as to whether the regulations in Chapter 101, Section 2 and 3, and
Chapter 104 have been fulfilled as well as a separate statement as to
whether the proposed distribution of profits is in contravention with
good business practices with consideration to the group’s financial
position and the results of the group’s operations in its entirety.
Should the auditors lack the necessary information concerning the
subsidiaries’ state of affairs, this shall be stated and the reason
thereof. (SFS 1944:705, 113)

From the above-quoted paragraphs, it becomes clear that auditors still
had the opportunity to formulate their findings relatively freely as no
templates were suggested by the regulators. In the preparatory work,
the expressions “unqualified”/“clean” or “qualified”/“unclean” reports
were not mentioned either.
Among auditors, the Companies Act of 1944 was discussed thoroughly
in different forums. Templates for the auditor’s report in accordance
with the new requirements started to flourish among auditors (cf.
SE/FARa/F14/MRV/A; Foreningen af statsauktoriserede revisorer
[FSR] 1951; Hanner 1963). Detailed minutes from FAR reveal that also
the proposed Companies Act was discussed (SE/FARa/F14/MRV/A).
Among other things, it was assumed that the proposed law was actually
written for laymen auditors:
Finally, I would like to state that the more you study the [proposed]
law, the more you understand that it is not really written for
professional auditors but for so-called lay auditors who our country
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apparently cannot yet dispense with. (SE/FARa/A1/3 (P.O.

Öhrling’s comments))
It was also concluded that the new Companies Act meant an extension
of the audit function:
It is stated in the proposed law that auditors are supposed to exercise
control over the board of directors’ and the managing director’s
management. However, the auditor must not only ensure that the
company’s and the shareholders’ interests are met, but the auditor
must also check that the company did not violate the provisions of
the Companies Act and the Articles of Association, which were added
in order to protect the company’s creditors, the third-party interests
and, ultimately, the interests of the public. The latter is probably new
to some extent. So far, the auditor probably has often considered
himself to primarily represent the shareholders’ interests. The new
regulations expand the scope of the auditor. His social function and
responsibility increases. (SE/FARa/A1/3 (P.O. Öhrling’s

comments))
Compendia about auditing techniques reveal that the auditor’s report
was a topical subject discussed among assistants and senior auditors
(SE/FARa/F14/MRV/A). A preserved compendium from the year 1946
(SE/FARa/F14/MRV/B) shows how the auditor’s report could be
formulated in accordance with the Companies Act of 1944. Preceding
compendia (e.g. SE/FARa/F14/MRV/C) contain slightly different
auditor’s reports.
The auditor’s report was also one of the topics for discussion at the
Sixth Nordic Auditors’ Congress, held in Copenhagen in 1950 (FSR
1951). The initial speaker, Finnish auditor Edwin Sederholm
(Helsinki), described the auditor’s report as the authorised public
accountant’s “voice in the world” and as one of the pillars on which
confidence between business partners worldwide rested (FSR 1951:43).
He further noted that auditors in the Nordic countries had reached
consensus concerning refined practical and effective working methods.
The public and regulators, however, seemed not to have acquainted
themselves with the ideas and standards of the Nordic auditors, except
for Sweden, where a new Companies Act (the Companies Act of 1944)
was issued. From Sweden, the auditors Ove Lindhoff (Stockholm) and
Professor Oskar Sillén (Stockholm) made contributions.
Lindhoff was certainly not a proponent of the new Companies Act. This
becomes clear in his speech when he opens by stating that the new
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regulation “is suffering from obvious elephantiasis” (FSR 1951:64). In
his criticism of the detailed regulation, he points out that auditor’s
reports from the period prior to 1948 (the year the Companies Act of
1944 took effect) traditionally contained several valuable audit
findings, the accounts and the administration, and statements
regarding the adoption of the balance sheet, the discharge of the board
of directors and the board’s profit proposal. Concerning the arguments
of the regulators in the preparatory work, Lindhoff expressed himself
as follows:
Well and good. So, simply put, it is generally a question of partly
keeping the auditors in order and inducing them to do their job and
tell interested readers of auditor’s reports about the audit findings,
and partly to keep corporate management in line so that it knows in
advance that auditors are obliged to comment on the significant
failures concerning management and accounting. (FSR 1951:68)

Lindhoff warned against the requirement to publish details about the
performed audit in the auditor’s report and he repeated the doubts that
FAR had presented in the preparatory work, namely that audit work
could be undermined if corporate management knew the details of
audit procedures (FSR 1951).
In his speech, Lindhoff further conjectured that auditor’s reports after
the implementation of the Companies Act of 1944 would tend to be
uniform – at least those where no remarks or reminders were made.
He described the typical auditor’s report of his time as “a rather dull
epistle, which does not reveal anything the reader would not know
before reading the report, other than negative as there is nothing
written about any objections and the like” (FSR 1951:69-70). Lindhoff
developed his thoughts about this as follows:
But in my opinion, this is predominantly an advantage: a short and
concise report is easy to scan for the reader who has little time and
who – as was quite rightly pointed out by the initial speaker –
possibly is interested in the results of the audit, but not in how the
auditor arrived at these results. If at some point the auditor has cause
to write something special, a serious remark or the like, there is some
likelihood that the message reaches the ever-careless readers of the
auditor’s report, which are primarily the shareholders. (FSR

1951:70)
Lindhoff also commented on the impact that the new requirements
concerning publicity could have for auditors:
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This means, among other things, that it perhaps is more important
than ever that the auditor writes a clear report and carefully weighs
his words, so that he as far as possible neither cause any
misunderstanding nor unnecessarily cause any damage by an
inappropriate writing style. (FSR 1951:75)

Sillén, who was also an expert member of the committee that
formulated the Companies Act of 1944 (SOU 1941:9), provided another
point of view at this Congress when it came to whether to support or
reject the detailed regulation (FSR 1951). In his speech, Sillén argued
for the new law in different ways. Starting with a comparison to AngloSaxon legislation where there was no or very little statutory regulation,
and where auditors had to search for guidelines in preparatory works,
he clearly preferred detailed rules. Moreover, he considered the
detailed regulation in the Companies Act of 1944 desirable because
laymen (i.e. non-authorised or non-approved public accountants) were
still overrepresented in the auditing industry (see also Sillén 1949) and,
in his eyes, needed proper guidance.
Some auditor’s reports included in the time period study confirm that
laymen still signed auditor’s reports. In those reports the title was
disclosed and, between 1915 and 1950, the following occupations could
be identified: bank director, captain, lieutenant, district chief, librarian
and artist. Even between 1975 and 1980, non-professional auditor
titles, such as professor and lawyer, could be found.
As did Lindhoff, Sillén commented on whether the auditors were able
to add remarks or reminders in an (FSR 1951). Sillén explained that
before the Companies Act of 1944 auditors could be reproached by
corporate management when making a remark or a reminder. The new
Companies Act explicitly entitled (but did not oblige) the auditor to
issue a report with a remark or reminder when necessary. Sillén was
very definite in his opinion concerning reminders:
I for my part want to firmly declare that in this respect the auditor
has to be very careful. Above all, he should avoid anything that might
cause a stir and, in general, things that may do more harm than good
to the company. (FSR 1951:75)

This quotation indicates that also Sillén favoured uniformity in
auditor’s reports as far as possible so as not to risk putting into jeopardy
the company’s reputation. Later, Sillén (1952:21) related the careful
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formulations of auditor’s reports to the requirement to make them
public (cf. SFS 1944:705, 126) and admitted that readers of the report
needed to “read between the lines”.
The following auditor’s report published in Public Accountancy in
Sweden – a Review is, according to the author (Hanner 1963), a typical
auditor’s report found after the implementation of the Companies Act
of 1944. It is also in line with many of the auditor’s reports examined
in the time period study between 1950 and 1975:
Auditor’s report
We, the undersigned, appointed auditors of XYZ Company, present
the following report on our review of the Board of Directors’ and the
Managing Director’s administration of the Company and our
examination of the Company’s accounts of the year 1962.
We have reviewed the minutes of the meetings of the shareholders
and Board of Directors and, have examined the Company’s books and
accounts, and the annual report for the year 1962 of the Board of
Directors and the Managing Director and, in addition, have carried
out such other auditing procedures as we considered necessary.
The proposal contained in the report of the Board of Directors and
the Managing Director for the distribution of profits includes the
legally prescribed appropriation to reserves.
As our examination has not given rise to any criticism of the accounts
and documents presented to us, of the Company’s books and records,
of the inventory of its assets or in respect of the administration of the
Company’s affairs, we recommend that the annual general meeting
of shareholders:
adopts the balance sheet at 31 December 1962, included in the
annual report,
discharges the Board of Directors and the Managing Director
from responsibility for the period covered by the examination
and
disposes of the unappropriated earnings SEK 000,000.00 in
accordance with the proposal of the Board of Directors and the
Managing Director.
Stockholm, 13 March 1963
A.A.
Authorized Public Accountant

B.B.

(translation: Hanner 1963:18)

In the 1960s, when Swedish auditing companies started cooperating
with international firms (Wallerstedt 2009), FAR appointed several
committees, among others the Accounting and Auditing Committee
(FAR 1967). In 1967, the Auditing Committee published its first
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proposal for an auditing recommendation, Förslag till grundläggande
principer för utförande av revision i svenska aktiebolag (in English:
Proposal for Basic Principles for Conducting Audits in Swedish
Limited Companies), in FAR’s member list where information other
than the member list had previously been made available52. However,
no issues concerning the auditor’s report could be found in the
proposal. The background of the proposal was claimed to be an
essential change in the organisation of companies since the Companies
Act of 1944 (FAR 1967). Accounting became more complicated, thus
placing higher demands on auditors. This change forced auditors to
give increased consideration to companies’ internal control. It has
therefore been considered necessary to work on proposals for uniform
standards that would gradually be applied and respond to the needs of
the business community.
In 1968, the second proposal for basic principles concerning the review
of internal control was published (FAR 1968). One of the issues that
was on the agenda in the late 1960s was a draft of a compendium on
statistical sampling methods, an audit method already introduced in
the 1950s to replace full-scale audits (Öhman & Wallerstedt 2012).
Some of the auditor’s reports included in the time period study confirm
this development. In these reports, statistical sampling methods are
mentioned between the years 1950 and 1975.
In 1971 the first recommendation concerning auditing, Om revision av
räkenskaperna i svenska aktiebolag – granskningens inriktning och
omfattning (In English: About auditing of financial accounts in
Swedish limited companies – the focus and scope of the audit), was
published by FAR (1971). However, the recommendation mentioned
nothing about how auditor’s reports were to be formulated. Compared
with other countries, the promulgation of audit recommendations in
Sweden was enacted quite early (Wallerstedt 2009) and was an
important step in the consolidation of the Swedish auditing
profession’s position (Wallerstedt 2002, 2009).

52

Accounting issues that have been discussed in essays since the late 1940s and that can
be considered to serve as recommendations were earlier published in the member lists
(Jönsson 2004; Wallerstedt 2009).
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5.4
The period of high uniformity
The 1970s was one of intense activity in and around the auditing
profession, both internationally and in Sweden (Wallerstedt 2009). In
1973, for instance, the International Accounting Standards Committee
(IASC) and the Financial Accounting Standards Board (FASB) were
founded, followed four years later by the International Federation of
Accountants (IFAC). In Sweden, approval and authorisation of public
accountants and supervision of auditors was transferred from the
Chamber of Commerce to the National Board of Trade
(Kommerskollegiet), a government agency, in 1973 (Wallerstedt 2009;
Engerstedt 2011). Furthermore, FAR initiated a cooperation with SRS
(Öhman & Wallerstedt 2012). Rules of ethics were discussed and
adopted by FAR, which started to publish the journal Balans. FAR also
published its first collection of laws and standards regarding
accounting and auditing (Samlingvolym). The late 1970s/1980s are
sometimes described as the years when the Swedish auditing
profession reached its height of reputation and influence (Jönsson
2004; Wallerstedt 2009).
For the auditor’s report, the most important event was the enactment
of the Companies Act of 1975 (SFS 1975:1385). This new regulation
came into effect 1 January 1977 (Sjöström 1994; Wallerstedt 2009).
As in the preparatory work for the Companies Act of 1944 (SOU
1941:9), it is stated that more information is requested in the auditor’s
report in a first preparatory work for the Companies Act of 1975 (SOU
1970:41, 99):
Furthermore, as previously indicated, the Commission believes that
there is reason to further investigate the forms of auditors’ reporting
with regard to the auditor’s report and other means. It seems justified
to expand the auditor’s report and to specify what it should contain
to a greater extent than is done currently. However, this requires
careful consideration before a final decision can be made.

However, a second preparatory work published one year later in which
the Swedish auditing profession had participated (Hanner 1975) did
not include the same urge for more information in the auditor’s report
(SOU 1971:15). In this, the new Companies Act required the auditor to
provide accounts for the audit findings. The Department of Justice
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however, specified as follows: “This means hardly more than a general
description of the aim of the report […].” (SOU 1971:15, 268).
The most important changes made in the new Companies Act
compared with the Companies Act of 1944 were changes in specific
stipulations regarding audit procedures (Sjöström 1994; Wallerstedt
2009). Instead, a new concept was introduced: generally accepted
auditing standards in Sweden. The meaning of this term was to be
interpreted by the auditing profession, i.e. FAR (SOU 1970:41).
Recommendations that the Institute had published earlier, now served
as an interpretation of the generally accepted auditing standards in
Sweden and thus gained a higher status. This also meant a legitimation
of the auditing profession represented mainly through FAR
(Wallerstedt 2009).
The preparatory work for the Companies Act of 1975 contained
arguments for eliminating the detailed regulations concerning audit
procedures that characterised the Companies Act of 1944 (SOU
1971:15). The step towards an outline law was motivated as follows:
The specified procedures are so obvious in respect to the auditors'
duties that they do not need to be specified in law. Such an
enumeration may even have a negative effect because it is not, nor
can it reasonably be, exhaustive. Audits performed to the extent
required according to generally accepted auditing standards mean
that audits will vary in scope and meaning according to the
companies’ diverse circumstances, and that adjustments must be
made in conjunction with theoretical and practical developments
regarding the perception of the meaning and scope of an audit.
According to information received, organisations of authorised
Nordic accountants have recently started drafting what should be
considered as generally accepted auditing standards. (SOU

1971:15, 266)
The good reputation of the Swedish auditing profession, i.e. FAR, as
one of these Nordic audit organisations is clearly reflected in this
argument. Some experts of the Companies Act of 1975 illustrate what
was required by auditors:
An auditor shall to the extent required by generally accepted auditing
standards examine the annual report, the accounts and the board’s
and the managing director’s administration of the company.
Where the company is a parent company, the auditor shall also
examine the consolidated accounts and the relations between the
group enterprises.
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An auditor shall observe the special instructions given by the general
meeting of shareholders provided that these instructions are not
contrary to law, the articles of association or generally accepted
auditing standards. (SFS 1975:1385, 10:7; translation:

Sveriges Industriförbund 1976)
The auditor shall render an auditors’ report to the general meeting of
shareholders for every financial year. […]
The auditors’ report shall contain a statement whether the annual
report has been prepared in conformity with this Act. Where the
annual report does not contain such information as should be given
pursuant to Chapter 11, the auditor shall enter a note to this effect
and give, whenever possible, the required information in their report.
Where the auditors in the course of their examination have found
that a director or the managing director has acted or omitted to act
in a way which may entail liability for damages or where a director or
the managing director has otherwise acted contrary to this Act or the
articles of association, this fact shall be mentioned in the auditor’s
report. The auditors’ report shall also contain a statement on the
directors’ and the managing director’s discharge from liability. The
auditors’ report may also include information which the auditors
wish to bring to the attention of the shareholders.
The auditors’ report shall state whether a list under Chapter 12,
Section 9 has been prepared, if required, and shall contain a specific
statement on the adoption of the balance sheet, the profit and loss
statement and the proposed allocation of the company’s profit or loss
as made in the directors’ report.
In a parent company, the auditors shall render a separate auditors’
report on the group. Paragraphs one-four shall be correspondingly
applicable. (SFS 1975:1385, 10:10; translation: Sveriges

Industriförbund 1976)
Although there are indications that a template existed before the
Companies Act of 1975 (FAR 1975; Lövgren 1976), it was in conjunction
with the issuance of this Act that FAR for the first time officially
provided a recommendation for a standardised template for an
unqualified auditor’s report (Lövgren 1976). This recommended
template is illustrated below:
Audit report
To… limited company
I (We) have audited the annual account, the accounting records and
the administration of the board of directors and the managing
director for the year … (the financial year …). I (We) conducted my
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(our) audit in accordance with generally accepted auditing standards
in Sweden.
The annual accounts have been prepared in accordance with the
Annual Accounts Act.
I (We) recommend
that the income statement and the balance sheet be adopted,
that the profit (loss) be dealt with in accordance with the
proposal in the administration report and
that the members of the board of directors and the managing
director be discharged from liability for the financial year.
Place and date
X
Authorized Public Accountant (FAR 1977)

Despite the requests in the first preparatory work (SOU 1970:41), the
auditor’s report after the implementation of the Companies Act of 1975
contained even less information compared with the typical auditor’s
report in the preceding years (see Section 5.3). The auditing profession
thus favoured the short version advocated by the second preparatory
work (SOU 1971:15) and stipulated that specifications only need to be
given in modified auditor’s reports (Påhlgren 1978; Lövgren &
Damberg 1979).
As mentioned in Chapter 3, minutes from FAR’s annual general
meetings and Board meetings had changed from detailed minutes to
decision minutes with little or no background information.
Furthermore, for FAR’s recommendations, there is no information
available that resembles preparatory work. In the journal Balans,
however, the short standardised auditor’s report was defended against
repeated criticism and constant requests for informative reports,
including entity-specific information (FAR 1975; Lönnquist 1975;
Tornvall 1975; Nyström 1976; Jägerhorn 1977; Berlin 1978; Gometz
1978; Ribers 1978; Waller 1978; Sjöö-Mårtenson 1979, 1981). The
“mantra” of that time constantly repeated by members of the auditing
profession was that the short auditor’s report was valuable since it
enabled users to easily recognise potential deviations (Lövgren 1976;
Berlin 1978; Ribers 1978; Waller 1978; Lövgren & Damberg 1979; Sjöö135

Mårtenson 1981). Auditors argued also that longer auditor’s reports
would risk becoming “chatty” (Tornvall 1975; Lövgren 1976) and that
users would not read the auditor’s report and were not interested in
detailed reports to start with (Lövgren 1976; Berlin 1978). More
information, according to the auditing profession, was a justified
request to be given in the annual accounts instead of in the auditor’s
report (Lövgren 1976; Nyström 1976; Ribers 1978). Jägerhorn (1977:11)
put it as follows: “The auditor’s report shall not become a dumping
ground for all kinds of information which better is included in, for
instance, the annual reports”. There are also indications that the
template for the Swedish auditor’s report was inspired by foreign
practice (Lövgren 1976; Jägerhorn 1977).
The time period study reveals that a majority of the auditor’s reports
between 1980 and 1995 were formulated in accordance with the
template above. This implies that the high uniformity observed in the
time period study from 1980 and onwards is due to a standardisation
of auditor’s reports initiated by the template proposed by the auditing
profession.
In the mid-1980s, when legislation required all Swedish limited
companies to be audited by an approved or authorised public
accountant, auditors were required to extend their reporting (Sjöström
1994; Wallerstedt 2009). However, this requirement affected only
modified (or unclean) auditor’s reports. Auditors were to comment on
the audited company’s failure to fulfil its obligations regarding the
reporting and payment of taxes and fees. Later, auditors were also
required to inform the police and prosecutors if a crime was suspected
(Wallerstedt 2009; Engerstedt 2011).
In the 1990s, efforts concerning globalisation and cohesion impacted
the auditing industry and society at large (Wallerstedt 2009;
Engerstedt 2011). Sweden’s membership in the European Union in
1995 resulted in amendments. Consequently, a new law was passed in
1995, the Accountants Act (SFS 1995:528). This was based on the
European Community’s 1984 Eighth Company Law Directive and
contained, among other things, rules concerning approval and
authorisation of auditors. When the Accountants Act was
implemented, the expert government authority the Swedish
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Supervisory Board of Public Accountants, founded the same year
(Engerstedt 2011), took charge of the work that earlier was carried out
by the National Board of Trade (Wallerstedt 2009). Subsequently, the
Supervisory Board of Public Accountants approved, authorised and
supervised the auditors. Another task for the Board involved making
decisions in disciplinary matters and giving advance notifications
concerning the interpretation of generally accepted auditing standards
in Sweden that earlier had been interpreted solely by the auditing
profession.
The Eighth Company Law Directive did not provide regulations
concerning the auditor’s report, on which the European Commission
(EC 1996:17) commented:
Looking at the audit reports of the largest listed companies in
Member States, one could say that, in their present form, users can
derive comfort only from the absence of a qualification to the
financial statements. They give users no help in understanding what
the auditors, who are appointed by shareholders and report to them,
actually do in return for the audit fee paid to them. Without this
information, it is difficult to see how investors and other users can
form a conclusion with any degree of confidence on the weight they
can place on the auditors' opinion.

The European Commission further suggested uniformity among
auditor’s reports in the European Member States.
In 1997, FAR introduced a new template for an unmodified auditor’s
report (smaller adjustments had been made since the first
recommendation of the 1970s) (Thörnholm & Hjalmarsson 1997).
According to Engerstedt (2012), the 1977 auditor’s report was criticised
mainly for containing too little information. Further, some critics
suggested adding information about the auditor’s and corporate
management’s responsibilities. As outlined above, similar criticism of
auditor’s reports was uttered in other countries.
Work on the 1997 template started already in the late 1980s and was
initially influenced by the US model for an unmodified auditor’s report
(SAS No. 58) and discussions about dissatisfaction/misperceptions
with auditing and audit reporting summarised as the audit expectation
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gap53 (Danielsson 1997; Thörnholm & Hjalmarsson 1997; Engerstedt
2012). The US model was translated and modified to suit Swedish legal
requirements, for instance, the audit of management’s administration.
However, the suggested version was not greatly appreciated by the
members of FAR and the Institute thus continued its work on the
template. When the IFAC approved a new international model for a
standardised unmodified auditor’s report (ISA 700) in 1994, which
gained wide acceptance especially in Europe, FAR was inspired to
continue to work on the Swedish version and used the IFAC auditor’s
report as a model (Thörnholm & Hjalmarsson 1997). An important
additional piece of information to the 1997 model for an auditor’s
report, which is presented below, was the division of responsibilities
between corporate management and the auditor.
Audit report
To the general meeting of the shareholders of… corporate identity
number 556000-000
I (We) have audited the annual accounts, the accounting records and
the administration of the board of directors and the managing
director of … for the year YYY (the financial year). These accounts
and the administration of the company are the responsibility of the
board of directors and the managing director. My (our) responsibility
is to express an opinion on the annual accounts and the
administration based on my (our) audit.
I (We) conducted my (our) audit in accordance with generally
accepted auditing standards in Sweden. Those standards require that
I (we) plan and perform the audit to obtain reasonable assurance that
the annual accounts are free of material misstatements. An audit
includes examining, on a test basis, evidence supporting the amounts
and disclosures in the accounts. An audit also includes assessing the
accounting principles used and their application by the board of
directors and the managing director, as well as evaluating the overall
presentation of information in the annual accounts. I (We) examined
significant decisions, actions taken and circumstances of the
company in order to be able to determine the liability, if any, to the
company of any board member or the managing director and
whether they have in any other way acted in contravention of the
Companies Act, the Annual Accounts Act or the Articles of
Association. I (We) believe that my (our) audit provides a reasonable
basis for my (our) opinion set out below.

53

The audit expectation gap will be described in detail in Section 8.1.
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The annual accounts have been prepared in accordance with the
Annual Accounts Act, and, consequently I (we) recommend
that the income statements and the balance sheets be adopted, and
that the profit (loss) be dealt with in accordance with the proposal in
the administration report.
(A separate list of loans and collateral has been prepared in
accordance with the stipulations in the Companies Act).
The board members and the managing director have not committed
any act or been guilty of any omission, which, in my (our) opinion,
could give rise to any liability to the company. I (We) therefore
recommend
that the members of the board of directors and the managing director
be discharged from liability for the financial year.
Place and date
(signature on original document)
AA
Authorized Public Accountant

(FAR 1998, translation: FAR 1999:550)
Nearly all the auditor’s reports in 2000 included in the time period
study follow the template above.
In 2004, new auditing standards were implemented in Sweden, the socalled Auditing Standard in Sweden (Revisionsstandard i Sverige, RS)
(Larsson 2004; FAR 2005). Concerning the auditor’s report, these
standards meant an adaption to the International Standards on
Auditing (ISA). However, as the time period study and a comparison
between the auditor’s report from 1997 and 2004 reveals, these new
standards only brought about minor changes to the auditor’s report.
Nearly all auditor’s reports between 2005 and 2010 included in the
time period study were formulated in accordance with the 2004
template.
The next big change in the evolution of the Swedish auditor’s report
concerns further adaption to international requirements. In 2011, the
same year the mandatory audit for small limited companies was
revoked, the Auditing standards in Sweden were replaced by an
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updated translated version of the International Standards on Auditing.
Compared with the template from the year 1997 and 2004 (FAR 1998,
2005), this version contains further information about the
responsibilities of corporate management and the auditor respectively,
and the conduct of an audit. Due to requirements of Swedish law, the
Swedish auditing profession released recommendations concerning
the Swedish auditor’s report, RevR 709 (Far 2011a). As a result of these
changes, the auditor’s report is divided into two parts: the Report on
the annual accounts and the Report on other legal and regulatory
requirements. The first part is a direct translation of the international
auditor’s report, whereas the second part is based on the special
Swedish requirements. Implementation of the auditor’s report (in
accordance to RevR 709) in 2011 thus meant that the Swedish auditing
profession could no longer decide which information to present in the
Report on the annual accounts.
The template of the unmodified auditor’s report, which was applied to
nearly all auditor’s reports in 2015 included in the time period study, is
shown below.
Auditor’s report
To the annual meeting of the shareholders of ABC AB, corporate
identity number 556xxx-xxxx
Report on the annual accounts
I have audited the annual accounts of ABC AB for the year YYYY.
Responsibilities of the Board of Directors and the Managing
Director for the annual accounts
The Board of Directors and the Managing Director are responsible
for the preparation and fair presentation of these annual accounts in
accordance with the Annual Accounts Act, and for such internal
control as the Board of Directors and the Managing Director
determine is necessary to enable the preparation of annual accounts
that are free from material misstatement, whether due to fraud or
error.
Auditor’s responsibility
My responsibility is to express an opinion on these annual accounts
based on my audit. I conducted my audit in accordance with
International Standards on Auditing and generally accepted auditing
standards in Sweden. Those standards require that I comply with
ethical requirements and plan and perform the audit to obtain
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reasonable assurance about whether the annual accounts are free
from material misstatement.
An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the annual accounts. The
procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the annual
accounts, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the
company’s preparation and fair presentation of the annual accounts
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the company’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the Board
of Directors and the Managing Director, as well as evaluating the
overall presentation of the annual accounts.
I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my audit opinions.
Opinions
In my opinion, the annual accounts have been prepared in
accordance with the Annual Accounts Act and present fairly, in all
material respects, the financial position of ABC AB as of December
31, 201X and of its financial performance for the year then ended in
accordance with the Annual Accounts Act. The statutory
administration report is consistent with the other parts of the annual
accounts. I therefore recommend that the annual meeting of
shareholders adopt the income statement and balance sheet.
Report on other legal and regulatory requirements
In addition to my audit of the annual accounts, I have also audited
the proposed appropriations of the company’s profit or loss and the
administration of the Board of Directors and the Managing Director
of ABC AB for the year YYYY.
Responsibilities of the Board of Directors and the Managing
Director
The Board of Directors is responsible for the proposal for
appropriations of the company’s profit or loss, and the Board of
Directors and the Managing Director are responsible for
administration under the Companies Act.
Auditor’s responsibility
My responsibility is to express an opinion with reasonable assurance
on the proposed appropriations of the company’s profit or loss and
on the administration based on my audit. I conducted the audit in
accordance with generally accepted auditing standards in Sweden.
As a basis for my opinion on the Board of Directors’ proposed
appropriations of the company’s profit or loss, I examined [the Board
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of Directors’ reasoned statement and a selection of supporting
evidence in order to be able to assess] whether the proposal is in
accordance with the Companies Act.
As a basis for my opinion concerning discharge from liability, in
addition to my audit of the annual accounts, I examined significant
decisions, actions taken and circumstances of the company in order
to determine whether any member of the Board of Directors or the
Managing Director is liable to the company. I also examined whether
any member of the Board of Directors or the Managing Director has,
in any other way, acted in contravention of the Companies Act, the
Annual Accounts Act or the Articles of Association.
I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my opinions.
Opinions
I recommend to the annual meeting of shareholders that the profit
be appropriated in accordance with the proposal in the statutory
administration report and that the members of the Board of Directors
and the Managing Director be discharged from liability for the
financial year.

Place DD Month YYYY
[Name of the audit firm]
A.A.
Authorized/Approved

Public

Accountant

(Far

2011a,

translation: Far 2011b:601, 603)

5.5
The period of partly standardised uniformity
In 2016, FAR implemented new recommendations for the auditor’s
report (RevR 700 and RevR 701) (FAR 2016c). These standards apply
to financial statement audits for periods ending on or after 31
December 2016 and are based on the revised and new ISA standards,
ISA 700 and ISA 701, and on EU regulations (mainly EU no. 537/2014).
Regulators regained parts of their regulatory power from the auditing
profession when it comes to how auditor’s reports are to be formulated.
The introduction of the new and revised standards was preceded by
criticism of the previous auditor’s report, both in Sweden and
internationally. In Sweden, the request for more entity-specific
information again was related both to corporate collapses, such as the
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collapse of the Swedish HQ bank (Malmqvist 2011) and the financial
crisis in the late 2000s (Mårder 2011). Internationally, both regulators
and professionals (e.g. IOSCO 2009; EC 2010; IFAC 2011a; PCAOB
2011; FRC 2013) as well as academic researchers (e.g. Coram et al.
2011; Asare & Wright 2012; Vanstraelen et al. 2012) suggested that a
shift towards an increased information provided value to financial
statement users and financial statement users needed a better
understanding of the auditor’s report.
The work on the new and revised ISA standards started when the
IAASB and the Auditing Standards Board of the American Institute of
Certified Public Accountants (AICPA) jointly commissioned
international academic research on user perceptions of the former
standard unqualified auditor’s report in 2006. The four research
studies revealed a perceived need for an audit reporting model change
among financial statement users (Asare & Wright 2009; Gold et al.
2009; Mock et al. 2009; Porter et al. 2009).
Two years after publication of these research studies in 2011, the IAASB
released the consultation paper Enhancing the Value of Auditor
Reporting: Exploring Options for Change (IFAC 2011a). The purpose
was to determine whether there were common views among
international key financial statement users about the usefulness of
audit reporting. Furthermore, the consultation was “to explore possible
options to enhance the quality, relevance and value of auditor
reporting” (IFAC 2011a:5).
International feedback from 82 stakeholders and stakeholder groups
(IFAC 2011b) that the IAASB received on the consultation paper has
“evidenced a singular point: the status quo is not an option” (IFAC
2012:3). Therefore, in 2012 the IAASB approved a further consultation
document entitled Invitation to comment: Improving the Auditor’s
Report, which featured a revised auditor’s report that provided the
rationale for and illustrated the application of the IAASB’s suggested
improvements (IFAC 2012). The consultation document also contained
a discussion of the pros and cons of the suggested improvements and
in what areas feedback was still needed.
A total of 165 national and international stakeholders and stakeholder
groups responded to the IAASB (Simnett & Huggins 2014) and in 2013
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the IAASB unanimously approved the proposed ISAs for discussion
(IFAC 2013). The exposure draft Reporting on audited financial
statements: Proposed new and revised International Standards on
Auditing (ISAs), together with its comments and insights, eventually
led the IAASB to release the new ISA (ISA 701, Communicating Key
Audit Matters in the Independent Auditor’s Report) and to revise a
number of already existing ISAs (ISA 700, Forming an Opinion and
reporting on Financial Statements; ISA 705, Modifications to the
Opinion in the Independent Auditor’s Report; ISA 706, Emphasis of
Matter Paragraph and Other Matter Paragraphs in the Independent
Auditor’s Report; ISA 570, Going Concern; ISA 260, Communication
with Those Charged with Governance) in 2015 (IFAC 2015e). The new
and revised ISAs are effective for audits of financial statements for
periods ending on or after 15 December 2016. As reported in Section
1.2, the probably most important change of the ISA auditor’s report is
the inclusion of a Key Audit Matters section for listed and publicinterest entities.
Partly in parallel with the IAASB’s Auditor Reporting project, other
standard-setting bodies engaged in projects considering how the
auditor’s report can become a more effective communication tool given
the knowledge auditors have. The Public Company Accounting
Oversight Board (PCAOB, US) and the Financial Reporting Council
(FRC, UK and Ireland) are examples of such bodies at a national level
and the European Commission (EC) at a transnational level 54.
For the current Swedish auditor’s report, as was the case for the
previous auditor’s report, the Report on other legal and regulatory
requirements includes information about the management audit. As
outlined in Section 4.3, the current Swedish auditor’s report for listed
and public-interest companies must include a Key Audit Matters
section. According to representatives of the Swedish auditing
profession55, this section has only to be included in the Report of
annual accounts. Such a section is not needed in the Report on other
54

For an overview of these and the IAASB’s projects, see Simnett and Huggins (2014).

55

Interviews with a representative from FAR involved in the preparation of the
recommendations RevR 700 and RevR 701 (10 November 2014 and 25 April 2016).
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legal and regulatory requirements since it is assumed that key audit
matters disclosed in the Report on the annual accounts also cover
significant matters potentially revealed during the management audit.
Among the Swedish auditing profession, the suggested changes to the
auditor’s report were frequently discussed in the journal Balans. Many
suggestions were questioned. Statements such as “The auditor’s report
à la EU – something must be crazy” (Brännström & Iredahl 2012:36)
or “No, back to basics!” expressed disagreements with the new
obligations (Berlin 2012:42). It was also noticed that although the
objective of the new auditor’s report was to reduce
dissatisfaction/misperceptions with audit reporting (summarised as
the expectation gap, see Section 8.1), the new report could also have the
opposite effect: “The users cannot see the forest for the trees”
(Lennartsson 2013:7). However, there are statements that recognise
the need for changes and support the initiatives taken by the IAASB
(e.g. Lennartsson 2012).

Time periods and driving forces between the 17th century
and the year 2017
Empirical findings presented in this chapter show which factors have
had a major influence on the Swedish auditor’s report throughout the
course of history. Figure 5.2 provides a chronological model and covers
the period from the early 17th century to 2017. The upper half of the
model, above the time line, shows the main driving forces identified
behind the evolution of the Swedish auditor’s report. These are: (1)
critical events, (2) laws and recommendations, (3) the development of
the auditing profession, (4) non-auditors’ requests and (5) main
arguments for change. The time periods, based on auditor’s report
patterns, are presented below the timeline.
5.6
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Figure 5.2 Chronological model of the evolution of the Swedish auditor's report
(17th century to 2017).
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Concerning the patterns of auditor’s reports in different periods (see
Figure 5.2), empirical findings of the driving forces provide further
insights compared with the findings of the time period study presented
in Chapter 4. Since the time period study examined auditor’s reports
only every fifth year, it was impossible to determine whether the change
from, for instance, the second to the third period appeared in 1946, in
1950 or in between these years. This uncertainty is depicted by gaps
between identified time periods in Figure 4.18. Based on the insights
gained in this chapter, more precise starting and ending points of the
time periods are given.
The time period study revealed a distinct change in the way auditor’s
reports were formulated between 1945 and 1950. Since the Companies
Act of 1944 (SFS 1944:705), which took effect in 1948, implied new
requirements for the auditor’s report, it is reasonable to assume that
auditors adjusted their reports to the Act already in 1948.
Consequently, the second time period, i.e. the period of beginning
uniformity, covers the years 1897 to 1947.
Similarly, a distinct change between auditor’s reports between 1975
and 1980 is visible. During this period, the Companies Act of 1975 (SFS
1975:1385) and the first recommendation for an auditor’s report (FAR
1977) came into effect. Thus, it is reasonable to assume that auditors
changed their reports the same year, i.e. in 1977. Accordingly, the
period of increased uniformity, covers the years 1948 to 1976.
In a similar way, the change of the auditor’s report in 2017 is not visible
in the time period study. Nevertheless, it is highly probable that
auditors did not change their reports prior to the introduction of the
new audit reporting requirements (FAR 2016d, e). Thus, the fourth
time period covers the years 1977 to 2016. Concerning this period, a
different designation is suggested compared with Figure 4.18. Since a
majority of auditor’s reports in this time period is in line with the first
and subsequent recommendations from the Swedish auditing
profession (cf. FAR 1977, 1998, 2005; Far 2011a), the period is not only
characterised by high uniformity, but by highly standardised
uniformity. The fourth time period is therefore labelled the “period of
highly standardised uniformity”.
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Concerning the main driving forces behind the evolution of the
Swedish auditor’s report (shown above the timeline in Figure 5.2), laws
and recommendations are the most palpable. However, the reasons for
the enactment of laws and recommendations differed over the course
of history. Below, an overview of the driving forces behind the evolution
of the Swedish auditor’s report is given.
Financial auditing of private companies started due to changes in
economic thinking when Sweden was a Great Power, which laid the
foundation for the first trading companies (both identified as critical
events) (Damsgaard Hansen 2001). Within these companies, the
division between those who provided capital and those who conducted
business led to requests by capital owners to check the management of
the companies they financed. As a result of these demands, lay auditors
performed audits and formulated free-format reports based on private
agreements between the early seventeenth and the late nineteenth
century (Sillén 1944; Johnsson 1946; Sjöström 1994; Wallerstedt
2009).
The Companies Act of 1895 (SFS 1895:65), which introduced the period
of beginning uniformity of Swedish auditor’s reports, was aimed at
decreasing deficient audits in a time when lay auditors examined the
accounts of many newly founded companies (SRS 1908; Sillén 1952;
Sjöström 1994; Wallerstedt 2009). Corporate management’s requests
to provide less information to the public (Påhlgren 1938) were
seemingly heeded since entity-specific information in auditor’s reports
was noticeably reduced in the late nineteenth/early twentieth century.
The Companies Act of 1944 (SFS 1944:705), the starting point of the
period of increased uniformity of Swedish auditor’s reports, was
enacted in reaction to the Kreuger Crash (identified as a critical event)
(Rodhe 1964; Sjöström 1994; Wallerstedt 1999), which caused a crisis
of trust for Swedish auditors and the newly formatted Swedish auditing
profession (Wallerstedt 2009; Partnoy 2010). Interestingly, despite
this crisis, the Swedish auditing profession gained recognition through
legislated protection for the professional title and could thereby
consolidate its position (Öhman & Wallerstedt 2012). While the
Companies Act of 1895 and 1944 addressed deficient audit
performance, the Act of 1944 also prescribed (lay) auditors how to
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formulate their reports. Although auditor’s reports increased in
uniformity from the late 1940s, financial statement users’ criticism of
“insipid” reports (Lindahl 1931a, b; Påhlgren 1938) and requests for
more information passed almost unnoticed.
The period of highly standardised uniformity of Swedish auditor’s
reports started in the wake of the Companies Act of 1975 (SFS
1975:1385) and the first recommendation by FAR (1977). Regulators
acknowledged the profession’s status through the implementation of
generally accepted auditing standards in Sweden (Wallerstedt 2009;
Öhman & Wallerstedt 2012). Again, financial statement users’ request
for more informative reports was not heeded. Instead, the auditing
profession defended the short auditor’s report by touting the
advantages of at-a-glance understanding (FAR 1975; Lönnquist 1975;
Tornvall 1975; Nyström 1976; Jägerhorn 1977; Berlin 1978; Gometz
1978; Ribers 1978; Waller 1978; Sjöö-Mårtenson 1979, 1981).
The influence of the Swedish auditing profession has decreased
considerably since Swedish membership in the EU in 1995, although
the Swedish auditor’s report changed several times (cf. FAR 1977, 1998,
2005; Far 2011a; FAR 2016d, e). However, the request for entityspecific information by financial statement users in Sweden (e.g.
Öhman 2007a; Malmqvist 2011; Mårder 2011) and other jurisdictions
(e.g. Coram et al. 2011; Asare & Wright 2012; Vanstraelen et al. 2012)
was addressed through the implementation of a Key Audit Matters
section in auditor’s reports for listed and public-interest entities (FAR
2016e). The auditing professions’ international crisis of trust in the
aftermath of the Enron/Andersen scandal and the 2008 Financial
Crisis (identified as critical events) triggered the recent change in the
Swedish auditor’s report (IFAC 2011a, 2013), which introduced the
period of partly standardised uniformity of auditor’s reports.

150

6

Analysis

This chapter deals with analyses of the driving forces behind the
evolution of the Swedish auditor’s report. The analyses of different
paradigms and the reciprocal process involving auditors, non-auditors
and critical events in the following section provide an overview and a
preliminary understanding. The analyses in Section 6.2 and 6.3 aim to
deepen the understanding of the driving forces behind the evolution of
the auditor’s report from an institutional-theory and a critical-theory
perspective.

6.1
Analysis of the evolution of the Swedish auditor’s report
Applying the theoretical division of the role of auditing and auditor’s
reports presented in Section 2.1, an analysis of the driving forces
behind the evolution of the Swedish auditor’s report reveals different
paradigms and a transitional period (see Figure 6.1).
Auditor’s reports issued in the eighteenth and nineteenth century
during the free-format period relate to the information paradigm which
focuses on financial statement users’ needs to make informed decisions
(cf. Wallace 1980). Auditors seem to have agreed to provide detailed
entity-specific information in their reports (Påhlgren 1938; Sillén 1944,
1952), which is a precondition for a paradigm to prevail (cf. Kuhn 1962;
Filstead 1979). The role of these reports can be seen to have given
financial statement users a comparatively high amount of information
for their decision-making process. However, it must be added that the
auditor’s report was not a public document and was unavailable to the
public at large. To avoid “hassle and trouble” (Cassel 1996:89), only
shareholders received information from the auditor.
When auditors reduced the degree of entity-specific information in
their reports from the late 1890s onwards, a shift similar to Kuhn’s
(1962) “crises” evolved. Providing detailed entity-specific information
during the period of beginning uniformity was no longer an option
according to an increasing number of auditors (Påhlgren 1938) and the
information paradigm became discredited. Compared with the
subsequent time periods, auditors still gave some entity-specific
information between 1897 and 1947, i.e. in the time period labelled the
“transitional period between paradigms”.
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Figure 6.1 Model of identified time periods and paradigms in the evolution of the Swedish auditor's report (18th century to 2017).
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Auditor’s reports issued during the periods of increased uniformity and
highly standardised uniformity fall under the monitoring paradigm (cf.
Wallace 1980). Most auditors provided little or no entity-specific
information in their reports. Laws and recommendations (cf. SFS
1944:705; SFS 1975:1385; FAR 1977, 1998, 2005; Far 2011a) provided
guidelines (cf. Filsteadt 1979) for auditors that left little room for
nuanced reports. The role of these reports can thus be seen to be
limited to giving financial statement users assurance through
attestations (cf. Mautz & Sharaf 1961) or seals of approvals (cf. AICPA
1978). Although these reports included more information than the
succinct formulations “Audited and certified”, “Audited and found
correct” or simply “Audited” (cf. Monkhouse 1890:538-539) common
in the late nineteenth century in the UK, they contained seldom more
than general/standardised formulations.
Depending on how auditors choose to formulate entity-specific
information for audits of limited and public-interest entities, the period
of partly standardised uniformity may be identified as another
transitional period between the monitoring and a second information
paradigm (cf. Kuhn 1962; Wallace 1980). This also depends on whether
future audit reporting models will contain a high degree of entityspecific information or not. Future research may show whether the
period of partly standardised uniformity means a second transitional
period or a continuation of the monitoring paradigm that started in the
late 1940s.
Comprehending the driving forces behind the evolution of the Swedish
auditor’s report, reciprocal processes become visible between
individual auditors/the auditing profession and non-auditors along
with the influence of critical events (cf. Carmichael & Winters 1982;
King & Case 2003). The explanatory model in Figure 6.2 shows this
interaction. The previously identified five time periods are presented
on the right-hand side of the model, whereas the rest of the model
displays the corresponding interactions that explain the driving forces.
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Figure 6.2 Explanatory model of the driving forces behind the evolution of the
Swedish auditor’s report (17th century to 2017).
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Some parties’ influence appears to be stronger than that of others in
the reciprocal process involving auditors/the auditing profession, nonauditors and critical events. Among non-auditors, regulators played a
decisive role whereas corporate management’s and financial statement
users’ influence remained relatively weak for many years. One
influence that corporate management had in the late nineteenth
century was their successful request for less information. In contrast,
users’ requests for more information were not heeded until the recent
audit reporting model change.
Regulators and auditors/the auditing profession can thus be identified
as those who primarily have influenced the evolution of the auditor’s
report through the implementation of laws and recommendations. In
turn, the reciprocal relationship between these parties has been
influenced by critical events and the development of the auditing
profession. This led auditors to argue for changes in the auditor’s
report in different ways (see Figure 6.2).
In order to deepen the analysis of the driving forces behind the
evolution of the Swedish auditor’s report, this evolution is analysed
applying further theoretical perspectives in the two following sections.

The evolution of the Swedish auditor’s report from an
institutional-theory perspective
From an institutional-theory perspective, organisational fields such as
professions display a high degree of diversity in their initial lifecycle
stages (DiMaggio & Powell 1983). This statement can be confirmed
when looking at how Swedish auditors formulated their reports. Due to
a high degree of entity-specific information, auditor’s reports prior to
the foundation of the first Swedish audit association in 1899 show
considerable diversity (see also Påhlgren 1938; Sillén 1944, 1952).
When reviewing auditor’s reports in the first years of the Swedish
auditing profession, i.e. between the late 1890s and the late 1940s when
the profession had consolidated, a relatively high degree of diversity is
still evident.
6.2

Institutional theory further suggests that “once a field becomes well
established, however, there is an inexorable push towards
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homogenization” (DiMaggio & Powell 1983:148). This statement
applies also to the development of the Swedish auditing profession
(Wallerstedt 2002, 2009) and the Swedish auditor’s report. The
uniformity of auditor’s reports increased from the late 1940s when the
profession (FAR) had reached its first stage of professionalism (cf.
Öhman & Wallerstedt 2012). Auditor’s reports became even more
uniform when a further stage of professionalism was reached in the
1970s (cf. Öhman & Wallerstedt 2012).
As outlined in Section 5.6, the most palpable driving forces behind the
evolution of the auditor’s report are laws and recommendations. From
an institutional-theory perspective, complying with laws and
recommendations is an expression of coercive isomorphism since
formal pressures impact auditors’ behaviour (DiMaggio & Powell
1983). Coercive isomorphism is thus identified as a theoretical
explanation for a majority of auditor’s reports. Auditors who complied
with given laws and recommendations were regarded as legitimate,
whereas auditors who did not – the audit and auditor’s report of
Aktiebolaget Kreuger & Toll (Lindahl 1931a) may here serve as an
example – lost legitimacy. Therefore, it is understandable that
auditors, throughout the years, adjusted their reports to laws and
recommendations, i.e. increasingly uniform formulations in order to
avoid uncertainty and to gain legitimacy.
Below, the institutional-theory explanations of the evolution of the
Swedish auditor’s report are outlined in chronological order. The first
step towards uniformity, i.e. the shift from the free-format period to
the period of beginning uniformity may best be explained through
coercive isomorphism. Compared to articles of associations that
previously stipulated how audits of annual accounts and management
audits had to be performed (see Johnsson 1946; Sillén 1952; Hanner
1963; Cassel 1996; Wallerstedt 2009), the implementation of the
Companies Act of 1895 (SFS 1895:65) meant formal pressure on
auditors and resulted in a change of the way they formulated their
reports. Also, informal pressure mounted through requests from
corporate management to withhold information in auditor’s reports
(Påhlgren 1938). In addition, indications of mimetic isomorphism (see
DiMaggio & Powell 1983) are observed: to some extent, auditors
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imitated reports from both the UK and Germany during this period
(SRS 1902; SRS 1916; Wallerstedt & Öhman 2014).
The shift from the period of beginning uniformity to the period of
increased uniformity can also be explained through coercive
isomorphism. The Companies Act of 1944 (SFS 1944:705) meant
increased formal pressure through explicit requirements on how the
auditor’s report was to be formulated. The time period study reveals
that auditors almost literally adopted the requirements of the
Companies Act of 1944 in their reports.
The shift from the period of increased uniformity to the period of highly
standardised uniformity is probably best explained through normative
isomorphism (cf. DiMaggio & Powell 1983). When the Swedish
auditing profession achieved a basis for self-regulation due to the
implementation of generally accepted auditing standards in Sweden in
the 1970s (Sjöström 1994; Wallerstedt 2009), a cognitive base for how
auditor’s reports ought to be formulated had been established.
Accordingly, the first recommendations for auditor’s reports of FAR
(1977) were widely followed by Swedish auditors.
At the beginning of and during the period of highly standardised
uniformity, also mimetic and coercive isomorphism serve as
explanations for highly uniformed auditor’s reports. The US and IFAC
auditor’s report served as models for the template in 1997 (Thörnholm
& Hjalmarsson 1997). The templates for 2004 and 2011 meant an
adaption to international standards (FAR 2005; Far 2011a), which
relates to coercive isomorphism.
Recent changes to the auditor’s report, i.e. the shift to the period of
partly standardised uniformity, can again be explained through
coercive isomorphism since auditing standards enacted as law within
the European Union mean formal pressure. Requests for more entityspecific information in auditor’s reports (see IFAC 2011a) are
expressions of informal pressure from the public at a time when the
auditing profession has reason to re-establish its legitimacy in the wake
of an international crisis of trust.
As observed in previous historical audit reporting research (Cochrane
1950; Flesher & Flesher 1980; Carmichael & Winters 1982; Humphrey
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et al. 1992a; King & Case 2003 and explicitly Maingot 2006), also in
the evolution of the Swedish auditor’s report, the forces of coercive,
mimetic and normative isomorphism as conceptualised by
institutional theory have explanatory power. However, whether the
push towards homogenisation is due to a desire to obtain legitimacy
rather than to improve performance (cf. Meyer & Rowan 1977;
DiMaggio & Powell 1983; Scott 1987) is a question of point of view.
From a monitoring paradigm perspective, increased uniformity of
auditor’s reports is aligned with improved performance. From an
information paradigm perspective it is not. Auditors’ arguments
behind the changes in the evolution of the auditor’s report are further
analysed in the following section.

The evolution of the Swedish auditor’s report from a
critical-theory perspective
From a critical-theory perspective, asymmetric power relations and
distorted communication are important issues to be examined
(Alvesson & Deetz 2000). An important way to investigate power
imbalances is to analyse arguments for or against certain actions and
intended effects (Brookfield 1987). In the evolution of the Swedish
auditor’s report, diverse arguments for changes have been identified.
The main arguments (see Figure 6.2) are used to critically explain
intentions behind the various formulations of Swedish auditor’s
reports.
6.3

One frequently used explanation for the auditing profession’s longstanding argument in favour of auditor’s reports aligned with the
monitoring paradigm is that the profession, due to its predominant
position, has been able to claim preferential right of interpreting the
role of auditing and audit reporting (e.g. Church et al. 2008; Eilifsen &
Willekens 2008; Humphrey et al. 2009; Mock et al. 2013). This led to
standardised auditor’s reports which have been considered of limited
value for financial statement users’ decision-making processes. Power
imbalances have been highlighted, and established ways of formulating
auditor’s reports have been challenged. Alternatives have been
suggested to reduce tensions between auditors’ actions and financial
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statements users’ needs (e.g. MARC 2011; Asare & Wright 2012;
Vanstraelen et al. 2012; Mock et al. 2013).
The Swedish auditing professions’ influence on the way auditor’s
reports have been formulated throughout history has become palpable
since the late 1940s (the beginning of the period of increased
uniformity). In spite of a crisis of trust following the Kreuger Crash, the
Swedish auditing profession (i.e. FAR mainly through its Chairman)
had considerable influence on the Companies Act of 1944 (Wallerstedt
2009). From the late 1970s (the beginning of the period of highly
standardised uniformity) the professions’ prerogative to interpret the
role of auditing and audit reporting became cemented as a result of the
implementation of generally accepted auditing standards in Sweden
(cf. SFS 1975:1385). Recurrent requests for more entity-specific
information (e.g. SOU 1970:41; Lönnquist 1975; Tornvall 1975;
Nyström 1976; Waller 1978; Berlin 1978; Sjöö-Mårtenson 1979),
highlighted the discrepancy between the auditing professions’ choice
to issue highly standardised auditor’s reports with basically no entityspecific information and financial statement users’ needs.
Previous research has pointed out that it was the intention of the
auditing profession to define dissatisfaction with audit reporting as
misperceptions by financial statement users since these were
considered unable to understand the fundamentals of auditing
(Humphrey et al. 1992a; Manson & Zaman 2001; Church et al. 2008;
Humphrey et al. 2009; Porter et al. 2009; Gray et al. 2011; Vanstraelen
et al. 2012; Mock et al. 2013; Litjens et al. 2015). However, this line of
reasoning has not been identified as one of the main arguments for
changing the Swedish auditor’s report. Presented below are the
arguments that prevented a change in the Swedish auditor’s report that
is in line with what previous research has outlined as financial
statement users’ needs (see Church et al. 2008; MARC 2011; Asare &
Wright 2012; Vanstraelen et al. 2012; Mock et al. 2013).
As outlined in Chapter 5, there is limited access to documents that shed
light on the motives behind one of the most significant changes in the
evolution of the Swedish auditor’s report: the shift from the free-format
period to the period of beginning uniformity which has been identified
as a shift from an information paradigm to a beginning monitoring
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paradigm (see Figure 6.1). According to Påhlgren (1938), one reason
for shorter and less informative auditor’s reports in the late 1890s is
that they were made public. The Companies Act of 1895 (SFS 1895:65)
required corporate management to hand in their administration report
to the Swedish Royal Patent and Registration Office. Consequently,
auditor’s report would be printed in the same document and became a
public document. Påhlgren (1938) argues that auditors reduced the
amount of information in their reports following this development at
the request of corporate management.
If Påhlgren’s (1938) observation is true, individual auditors in the late
nineteenth and early twentieth century changed the way they
formulated auditor’s reports because they acceded to requests from
corporate management. Applying a critical-theory perspective,
auditors acted in the interest of corporate management instead of
financial statement users’. This observation suggests that auditors were
concerned with business in society instead of business for society (cf.
Öhman 2007a), i.e. auditors preferred their own economic interest by
not jeopardising their relationship with corporate management instead
of serving the public. However, auditors at that time, referred to by
Påhlgren (1938), performed audits often on an honorary basis
(Sjöström 1994; Wallerstedt 2009). Their economic interest might
therefore have been of minor importance. Nevertheless, the actions of
individual auditors gave birth to a paradigm shift concerning the role
of auditing that manifested itself in a decrease of entity-specific
information in auditor’s reports.
In the Swedish case, previous critical research in audit reporting (e.g.
Humphrey et al. 1992a) seems misleading in that it addresses the
auditing profession as the “villain” responsible for inadequate auditor’s
reports. The evolution of the Swedish auditor’s report shows that the
steps towards a monitoring paradigm were taken by individual
auditors. The auditing profession, first represented by SRS and
founded in 1899 (Eurenius 1919), cannot be held responsible for this
shift as it was still in its infancy at the time in question (cf. Wallerstedt
2002, 2009). Also, according to Sillén (quoted in Lindahl 1924b:54),
the influence of SRS was “very modest” until around 1920.

160

What Påhlgren (1938) did not mention as a reason for a shift to
auditor’s reports with less informative value in the late 1890s is the
introduction of the first law on auditing, the Companies Act of 1895
(SFS 1895:65). In its 52nd paragraph, the auditor is held responsible
for incorrect information or the omission of necessary remarks. Being
publicly held responsible was new for late-nineteenth-century
auditors. Prior to the implementation of the Companies Act of 1895,
private agreements between corporate management and auditors were
concluded based on articles of association (Johnsson 1946; Sillén 1952;
Hanner 1963; Cassel 1996; Wallerstedt 2009). No references to
liabilities for damages can be found in available articles of association.
If auditors reduced the informative value of auditor’s reports due to the
new legal requirements, in particular the potential risk of incurring
liabilities, this reduction can be considered self-protective. What
distinguishes this suggestion from the one made by Påhlgren (1938) is
that the decrease of information in auditor’s reports does not primarily
favour corporate management (which, according to Påhlgren,
requested auditors to provide less information), but rather the auditors
themselves by minimising their risks of being held responsible for
defective reports.
No matter which explanation is more correct, what remains is that
auditor’s reports became less informative. Subsequent criticism of this
evolution (see Lindahl 1931a, b; Påhlgren 1938) showed that this
change was not in the interest of financial statement users. It can
therefore be assumed that instead of applying a user’s perspective,
auditors applied an auditor’s perspective.
What were the arguments and intentions behind the next change in the
evolution of the Swedish auditor’s report, i.e. the shift from the period
of beginning uniformity to the period of increased uniformity?
According to Öhman and Wallerstedt (2012), the Swedish auditing
profession – represented by the second audit association founded in
1923, FAR – reached a first stage of professionalism in the 1940s.
Drawing on descriptions of professional behaviour (e.g. Marshall
1939), one can reasonably assume that the Swedish auditing profession
acted altruistically in the interest of the public in the late 1940s since
“professions are to be distinguished from other occupations by their
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altruism which is expressed in the ‘service’ orientation of professional
men” (Johnson 1972:13).
As the time period study reveals, auditors further reduced the degree
of entity-specific information after the Companies Act of 1944 (cf. SFS
1944:705) although requests for more entity-specific information had
been made (cf. Lindahl 1931a, b; SOU 1941:9). Oscar Lindahl, editor of
the first trade journal, Revisorn, was the most vocal critic of how
auditing was performed and auditor’s reports formulated in the first
half of the twentieth century. He positioned himself clearly in favour of
an altruistic professionalism which he, among other things, believed
would be achievable through informative auditor’s reports (Lindahl
1931a, b).
Interestingly, the auditing profession, represented by Oskar Sillén,
Chairman of FAR, an expert on the committee that formulated the
Companies Act of 1944, argued for changes of the auditor’s report in
favour of the public (SOU 1941:9; FSR 1951). A major reason for the
detailed regulation was the large number of inept (and non-authorised)
auditors who performed audits of inferior quality, which the Kreuger
Crash in the early 1930s highlighted (Rodhe 1964; Sjöström 1994;
Wallerstedt 1999, 2009). To meet the public’s recurrent criticism of
insufficient audits, it was felt that auditors needed education on the
requirements of an adequate audit through detailed legal guidance, i.e.
through an enumeration of minimum requirements. Besides, the
Companies Act of 1944 was meant to strengthen auditors’
independence from corporate management (SOU 1941:9).
It can be concluded that the Swedish auditing profession devoted itself
to business for society in the 1940s in that it influenced legal
requirements in a way that was meant to favour financial statement
users’ interest, i.e. to perform audits of higher quality. Although the
intention was in favour of financial statement users, according to critics
(cf. Lindahl 1931a, b), the outcome in terms of audit reporting was the
opposite. Consequently, the auditing profession (represented by the
Chairman of FAR) can be considered to again have applied an auditor’s
perspective.
Concerning the shift from the period of increased uniformity to the
period of highly standardised uniformity in the late 1970s, the
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profession’s arguments for even less entity-specific information was
based on advantages of short reports since they supposedly enabled
users to easily recognise potential deviations (FAR 1975; Lönnquist
1975; Tornvall 1975; Nyström 1976; Jägerhorn 1977; Berlin 1978;
Gometz 1978; Ribers 1978; Waller 1978; Sjöö-Mårtenson 1979, 1981).
According to Öhman and Wallerstedt (2012), the Swedish auditing
profession reached a further step in its development in those years due
to the implementation of generally accepted auditing standards in
Sweden in the Companies Act of 1975 which gave the profession the
permission to act as a standard-setting body. Considering the height of
reputation and influence the Swedish auditing profession reached
through this legal change (see Jönsson 2004; Wallerstedt 2009), it
seems reasonable to conclude that the profession acted in the interest
of the public.
Remarkably, in the template for an auditor’s report that FAR provided
in the late 1970s (cf. FAR 1977), the request for more entity-specific
information made in the preparatory work of the Companies Act of
1975 (cf. SOU 1970:41) was not put into practice. Thus, the Swedish
auditing professions’ issuance of the template was neither in line with
the idea of “business for society” nor with the notion of altruistic
professional behaviour. In fact, when least expected in terms of
reputation and influence of the Swedish auditing profession, the audit
reporting model used at the beginning of the period of highly
standardised uniformity contained the least degree of information
throughout the evolution of the Swedish auditor’s report. Considering
the request for more nuanced auditor’s reports, the defending
arguments by the profession once again suggest that the profession
adopted an auditor’s rather than a user’s perspective.
Concerning the most recent changes to the Swedish auditor’s report in
2017 (cf. FAR 2016d, e), it has been claimed that new audit reporting
standards have been implemented due to financial statement users’
requests (IFAC 2015e, f). There are also claims that the (international)
auditing profession implemented auditor’s reports containing entityspecific information in order to rebuild the public’s trust (IFAC 2011a,
2013). Due to the harmonisation of audit regulation since Sweden’s
entry into the European Union, the Swedish auditing profession has
lost part of its preferential right of interpretation of the fundamentals
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of auditing and audit reporting (Wallerstedt 2009). This means that its
arguments for change are of minor interest. However, the mixed
reactions from the Swedish auditing profession (e.g. Lennartsson 2012,
2013) indicate that the shift from the period of highly standardised
uniformity to the period of partly standardised uniformity may only
have the image (cf. Smieliauskas et al. 2008; Litjens et al. 2015) of a
profession devoting itself to acting in the interest of financial statement
users. Whether the recent changes of the Swedish auditor’s report,
especially the introduction of the Key Audit Matters section, will be
recognised as real expressions of the profession’s altruistic behaviour
is yet to be explored. Critical financial statement users might interpret
the recent changes of the auditor’s report as “a »strategic« resource in
the professionalization project” (cf. Hines 1989:89).
In sum, although the Swedish auditing profession has repeatedly
argued for actions in the interest of financial statement users, users
have persistently criticised the auditor’s report, which (at least until the
recent audit reporting model change) included less and less entityspecific information. In previous auditing profession research, the
trilateral relationship of corporate management, the auditor and
financial statement users has been characterised as out of balance since
financial statement users’ needs, compared with those of corporate
management, often only received inadequate consideration by auditors
(e.g. Willmott 1986; Humphrey & Moizer 1990; Öhman 2007a;
Humphrey et al. 2009). However, the above-outlined critical-theory
analysis of the evolution of the Swedish auditor’s report rather suggests
that actions taken by individual auditors and the auditing profession
since the late nineteenth century are based on the bilateral relationship
between auditors and financial statement users. Despite corporate
management’s requests for less information in auditor’s reports in the
late 1890s, corporate management was hardly mentioned in arguments
for or against audit reporting models in subsequent years.
Consequently, the analysis puts into focus the contradictory view of
professionals with their “Janus-headed profiles” (cf. Johnson 1972)
that either devote themselves to altruistic and collectively-orientated
behaviour or to self-interest (cf. Marshall 1939; Johnson 1972;
Lindblom & Ruland 1997). The evolution of the Swedish auditor’s
report from a critical-theory perspective shows that auditors chose the
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option of self-interest by applying an auditor’s rather than a user’s
perspective.
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7

Conclusions

In the first section of this chapter, answers to RQ1 are outlined. The
remaining sections deal with the contributions of this part of the
dissertation (see Section 7.2), limitations (see Section 7.3) and
suggestions for further research (see Section 7.4).

7.1
Driving forces behind the evolution of the auditor’s report
The research question to be answered was: What were the driving
forces behind the evolution of the auditor’s report? The analysis of
historical auditor’s reports and related documents shows that different
theoretical perspectives complement the understanding of the
evolution of the auditor’s report.
The findings show that Swedish auditors restricted the amount of
entity-specific information in the years between the late nineteenth
century and the recent audit reporting model change in 2017. This led
to an increasing amount of general/standardised auditor’s reports,
which were met by recurrent criticism and requests for more
information similar to the disapproving reactions observed in previous
research (e.g. Jackson 1926; Lee 1970; Brief 1975; Littleton 1981;
Humphrey et al. 1992a; Church et al. 2008). Auditors thus issued
reports in line with a monitoring paradigm, where an “at-a-glance
attestation” was preferred and communicated through general
information, whereas users requested entity-specific information for
their decision-making process. Due to the dissatisfaction with audit
reporting perceived by financial statement users throughout the years,
it can be concluded that auditors acted from an auditor’s perspective
rather than a user’s perspective during the period when the monitoring
paradigm prevailed.
This conflict of interest between auditors and users is of particular
interest since it may have had a negative effect on the efficiency of
capital markets/the cost of capital. An imperative question is how
auditors were able to formulate reports that did not correspond to
users’ needs for detailed information for such a long time, i.e. how they
were able to switch to and maintain a recurrently criticised paradigm.
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Decisive factors for the transition from the information to the
monitoring paradigm in the late nineteenth century are identified as (1)
imposed liability for damages and (2) a desire to suit corporate
management in a changed legal environment. The legal requirement
concerning auditors’ liability for damages as a reason to limit the
amount of entity-specific information was still an issue in the recent
audit reporting model change. Auditors requested a decrease of liability
for damages if they were to provide entity-specific information since
they have tended to view entity-specific disclosures as increasing their
exposure to liability (Mock et al. 2009; Gray et al. 2011; IFAC 2011a,
2012; Svensson 2015; Svensson & Brännström 2015).
The second factor is somewhat harder to trace in the evolution of the
auditor’s report. It can be assumed that corporate management
remained silent on possible changes of the auditor’s report during the
monitoring paradigm period because they – as opposed to users – were
content with the way auditors formulated their reports. Previous
research shows that auditors’ actions were aligned with corporate
management’s wishes and needs rather than with those of financial
statement users (Willmott 1986; Humphrey & Moizer 1990; Öhman
2007a; Humphrey et al. 2009). Drawing on these research findings,
auditors might have held on to the monitoring paradigm in order to
keep and attract clients. After all, auditors were paid by corporate
management.
Previous research has suggested that the auditing profession was able
to formulate auditor’s reports with limited informative value due to its
predominant position (e.g. Church et al. 2008; Humphrey et al. 2009;
Mock et al. 2013). However, empirical findings concerning the
evolution of the Swedish auditor’s report indicate that the historical
development of the auditing profession has to be taken into account in
an analysis of the driving forces behind the evolution. Whereas the
“predominant position” explanation holds true for the years when the
auditing profession had achieved professionalisation and a high degree
of influence and reputation, it seems an inadequate explanation for the
first years of the monitoring paradigm. In fact, the auditing profession
did not have a predominant position in the late nineteenth/early
twentieth century since it was still in its infancy and had not achieved
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professionalism (Lee 1988; Chandler & Edwards 1996; Öhman &
Wallerstedt 2012; Baker 2014).
Nevertheless, due to the absence of pressure from regulators and
financial statement users, auditors were able to formulate reports with
limited informative value. Consequently, although auditors did not
have a predominant position as a profession in the first years of the
monitoring paradigm, they had a dominant position concerning the
formulation of their reports. Users’ criticism and requests were not
enough to bring about a change.
The empirical findings suggest the following reasons why users’
criticism and requests were not heeded. As opposed to auditors,
financial statement users had not grown into a cohesive group to unify
their common interest. Rather their heterogeneity hindered them from
influencing auditors to disclose entity-specific information in their
reports. This weakness is apparent still today. In the recent audit
reporting model change, Simnett and Huggins (2014) identified the
number of user groups that replied to the IFAC’s Invitation to
comment: Improving the auditor’s report (IFAC 2012). Out of 165
responses only 13 user groups (e.g. investors, bankers and analysts)
seized the opportunity to express their opinion on the suggested
changes of the former audit reporting model56.
A further reason for users’ inability to influence auditors during the
monitoring paradigm period seems to lie in the fact that they only
formulated general requests for more information. Users did not
compile detailed “wish lists” containing their proposals for
improvement to the auditor’s report. This lack of precision might be
explained by the users’ belief in the expertise of the auditing profession
or perhaps by a perceived mystique concerning the fundamentals of
auditing (cf. Humphrey et al. 2009).
Another explanation could be that users’ needs were not sufficiently
urgent. During the monitoring paradigm period, users would at least
receive pass/fail opinions, i.e. a certain degree of assurance (although
56

Other respondents were audit and assurance firms, preparers (e.g. reporting entities),
professional accounting and auditing bodies, regulators and standard-setters, public sector
organisations (e.g. government bodies) and others (e.g. academics and other individuals).
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a pass opinion not always turned out to be correct). Throughout the
years, the complexity of the business world has increased and users’
needs for informative auditor’s reports have seemingly amplified
accordingly. Notwithstanding, users’ requests eventually led regulators
to intervene (cf. EU 2014). In an attempt to rebuild the public’s trust
(IFAC 2013), also the auditing profession has taken into consideration
users’ dissatisfaction with audit reporting.

7.2
Contributions
This first part of the dissertation adds to auditing history research in
that it examines the evolution of the Swedish auditor’s report. In
particular, the research findings imply an extension of previous
historical audit reporting research (e.g. Cochrane 1950; Flesher &
Flesher 1980; Carmichael & Winters 1982; King & Case 2003; Maingot
2006) since it focuses on neither the UK nor the US auditor’s report.
The division of the view of the auditor’s report into a monitoring and
an information paradigm (cf. Wallace 1980) applied in this part of the
dissertation has not explicitly been used in previous historical audit
reporting research. Furthermore, previous research about the
evolution of the auditor’s report seldom provides analytical tools for an
understanding of the driving forces behind this evolution (cf.
Carmichael & Winters 1982; King & Case 2003). Based on previous
research findings, a model is developed in this part of the dissertation
which is used to analyse the chronological evolution of the Swedish
auditor’s report in a structured way.
Theoretical perspectives such as the institutional-theory perspective
and the critical-theory perspective further deepen the understanding of
the evolution of the auditor’s report. This part of the dissertation thus
adds to previous auditing research that explains phenomena related to
auditing by using an institutional-theory perspective (e.g. Carpenter &
Dirsmith 1993; Maingot 2006; Suddaby et al. 2007; Cohen et al. 2008;
Beasley et al. 2009; Baker et al. 2014) and a critical-theory perspective
(e.g. Willmott 1986; Humphrey & Moizer 1990; Robson & Cooper
1990; Humphrey et al. 1992a; Power 2003; Humphrey et al. 2009). In
particular, applying a critical-theory perspective, examination of
historical auditor’s reports and related documents sheds light on the
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conflict of interest between auditors and financial statement users,
which is of importance for the future development of the report for
researchers as well as practitioners.
Taking into consideration this conflict of interest, the first part of the
dissertation further adds to existing research about the auditing
profession by connecting the development of the Swedish auditing
profession (e.g. Wallerstedt 2009; Öhman & Wallerstedt 2012) and the
evolution of the Swedish auditor’s report.
The examination of the evolution of the Swedish auditor’s report also
extends beyond previous research since it builds on actual auditor’s
reports which are analysed against the background of historical
reporting requirements in laws and recommendations. Previous
historical reporting research is mainly based on descriptions of
historical reporting requirements (e.g. Lee 1970; Flesher & Flesher
1980; Carmichael & Winters 1982; Maingot 2006).

7.3
Limitations
It must be noted that historical research always implies limitations
since important documents are not always accessible and/or people
with precious knowledge died. Moreover, the examination of the
evolution of the auditor’s report is limited to the Swedish context and
mainly focused on the unqualified report. It must also be emphasised
that this dissertation is not aimed at comparing the evolution of the
Swedish auditor’s report to those of other jurisdictions. By focusing on
the auditor’s report, i.e. on the outcome of the last step in the auditing
process (cf. Eilifsen et al. 2014), this dissertation does not address the
process that leads the auditor to the issuance of his/her report either
(cf. Church et al. 2008).

7.4
Further research
Retracing the evolution of the auditor’s report and its driving forces,
especially in other non-UK and non-US jurisdictions, is suggested as a
future research opportunity. In this future research, the
methodological choice made in this dissertation, i.e. to examine actual
auditor’s reports instead of historical reporting requirements, seems
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appropriate. Further, the different theoretical perspectives applied in
the analysis of the evolution of the Swedish auditor’s report offer
promising future analyses in other jurisdictions. Shedding light on the
conflict of interest between auditors/the auditing profession and
financial statement users seems of particular importance. An
examination of the development of the auditing profession in parallel
to the evolution of the auditor’s report appears to be another auspicious
research opportunity.
The above-outlined suggestions for future research would allow for
comparative research of different developments. Such research might
also be helpful in understanding whether the period of partly
standardised uniformity that started due to the recent audit reporting
model change means a continuation of the monitoring paradigm or a
transition to an information paradigm.
Applying perspectives other than the institutional-theory and the
critical-theory perspectives to the analysis of the evolution of the
auditor’s report might imply further research opportunities. To this
end, an evolutionary-theory perspective (cf. Dawkins 1983; Nelson
2006; Hodgson & Knudsen 2010) is suggested as a basis for future
research. Applying fundamental principles of evolutionary theory to
research areas beyond the original domain of biological evolution is a
growing phenomenon that might open up further insights into the
evolution of the auditor’s report.
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PART II
Understanding ways to reduce
dissatisfaction with and
misperceptions of audit reporting
This part of the dissertation focuses on financial statement users’
perceptions of auditor’s reports. It aims to explain how dissatisfaction
with and misperceptions of audit reporting can be reduced in order to
support financial statement users’ decision-making processes.
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8

Frame of reference

This chapter presents ways to approach dissatisfaction with and/or
misperceptions of audit reporting. In this context, the audit
expectation gap has been taking a prominent position in debates
among practitioners and researchers (see Section 8.1). Recently, gaps
explicitly related to audit reporting have been taken into consideration.
Why these audit reporting-related gaps have advantages over the audit
expectation gap in the examination of financial statement users’
information needs is discussed in Section 8.2. The chapter ends with a
presentation of suggestions made in previous research to narrow the
audit reporting-related gaps and a first set of propositions (see Section
8.3).

8.1
The audit expectation gap
Dissatisfaction with (or, as some claim, misperceptions of) audit
reporting and audit performance in general has been known to exist
since at least the 1890s (Brief 1975; Humphrey et al. 1992a; Lee 1970).
In the history of auditing, the Cohen Commission (AICPA 1978:xi) was
one of the first to investigate dissatisfaction/misperceptions as it was
charged, among other things, to “consider whether a gap may exist
between what the public expects or needs and what auditors can and
should reasonably expect to accomplish”. Since the 1970s,
dissatisfaction/misperceptions with audit performance have mainly
been explained in terms of the audit expectation gap57.
In the early 1990s, when some researchers criticised the use of certain
concepts in accounting and stressed the importance of clarity of
language as reflecting clarity of thought (e.g. Lyas 1993; Sterling 1993),
the audit expectation gap was subject to a lot of research projects (e.g.
Humphrey et al. 1992a, b; Porter 1993). Attempts were made to
empirically, experimentally and conceptually define and structure the
expectation gap.
Similar terms, for instance the “expectations gap” (see Lee 1994; Sikka et al. 1998), the
“audit expectations gap” (see Humphrey et al. 1992a, b; Dennis 2010) and the “audit
expectation-performance gap” (see Porter 1993), occur in academic literature, but can,
according to Dennis (2010), be taken as synonymous.
57
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The term “audit expectation gap” is (still) widely used both among
practitioners and researchers in the field of auditing, but different
definitions are used in the auditing literature (cf. Koh & Woo 1998).
Humphrey et al. (1992a:139) call the gap “concern over the ambiguities
in the role and responsibilities of the auditor” and note that:
Although the term ‘audit expectations gap’ has common usage it
remains relatively ill-defined and can be taken to cover a variety of
facets of the relationship between auditors and other groups.

Porter (1993:49) defines the audit expectation gap as “a gap between
society’s expectations of auditors and auditors’ performance, as
perceived by society”. Porter (1993:50) subdivides the audit
expectation gap into a “reasonableness gap” and a “performance gap”.
The reasonableness gap refers to differences between “what society
expects auditors to achieve and what they can reasonably be expected
to accomplish” and the performance gap refers to either differences
between “the duties which can reasonably be expected of auditors and
auditors’ existing duties” or differences between perceived “existing
duties and auditors’ […] performance as […] perceived by society”.
Ruhnke and Schmidt (2014) extend existing research by connecting the
causes of failure to the expectation gap. They identify three types of
failure. “Failure of the public” relates to unreasonable expectations, i.e.
Porter’s (1993) reasonableness gap, and can, according to Ruhnke and
Schmidt (2014), be narrowed through educating financial statement
users. “Failure of the standard setter” refers to deficient standards and
“failure of the auditor” to deficient audit performance, i.e. the
performance gap outlined by Porter (1993).
Concerning the connection between the audit expectation gap and
audit reporting, Monroe and Woodliff (1993:63) provide a definition
that includes audit reporting: “An ‘audit expectation gap’ exists when
there are differences in beliefs between auditors and the public about
the duties and responsibilities assumed by auditors and the messages
conveyed by the audit reports”. Also Church et al. (2008:80) include
audit reporting in their definition of an expectation gap: “users and
auditors have different assessments of the message conveyed by the
auditor’s report”.
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Although the widely used definition provided by Porter (1993) does not
explicitly include audit reporting, an analysis of the thirty suggested
duties of auditors included in Porter’s study reveal that fourteen of
these duties relate to audit reporting. Other duties can be categorised
as pre-audit activities (i.e. preparing financial statements), duties
related to the audit process (except reporting) and duties related to
other reporting (reporting to regulatory authorities) (see Table 8.1).
According to studies that build on Porter (1993), such as Gold et al.
(2012), Porter et al. (2012), Litjens et al. (2015), the audit expectation
gap thus covers the following three areas.

Table 8.1 Areas frequently covered by the audit expectation gap.

Audit expectation gap
Pre-audit activities

Audit activities

Audit reporting activities

The audit expectation gap is a comparatively broad concept. According
to its critics, it is also an ambiguous concept. Dennis (2010) argues, in
a descriptive conceptual enquiry, that the term “expectations” is
misleading and should be replaced. Dennis (2010:133) suggests that
expectations express “beliefs” or “desires”:
The ‘gap’ might be between the beliefs or desires that one party has
and the beliefs and desires that another party has, or between a belief
and the facts that make the belief true or false.

This distinction between beliefs and desires has also been made in
earlier research studies. Epstein and Geiger (1994:61) have pointed
out:
As a profession, CPAs58 continually must assess public reaction to
their stated role in financial reporting as well as determine the
public's perception of the type and level of assurances believed or
desired to be provided by auditors.

However, as many studies demonstrate, including Epstein’s and
Geiger’s (1994), the distinction between beliefs and desires is often not
58
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further explored. Dennis (2010) argues that if reasonable expectations
are beliefs, then a so-called “ignorance gap” (in the auditing literature
also called “education gap” (cf. Vanstraelen et al. 2012)), occurs that
can be reduced through education (cf. Ruhnke’s and Schmidt’s (2014)
“failure of the public”). Beliefs about auditors’ work are mainly based
on non-auditors’ generalisations of previous experiences from audit
performance or on non-auditors’ and auditors’ assumptions about
auditors’ duties (cf. Humphrey et al. 1992b; Porter 1993; Porter &
Gowthorpe 2004; Porter et al. 2012).
If, however, expectations express desires, then, instead of educating
users, the arguments for or against potentially conflicting desires of
different parties in the audit arena should be dealt with. Dennis
(2010:134) puts it thus: “Whether the desires are reasonable or not
depends upon the ‘reasonableness’ of the reasons for wanting auditors
to do something or for believing that something is the case”.
According to Dennis (2010), desires can be put down to differences
between different parties’ ideas about the objective of auditing. A lack
of agreement concerning the objective of auditing has been observed
by many researchers and is said to be one of the main reasons the audit
expectation gap exists (e.g. Lee 1994; Power 1997; Sikka et al. 1998).
Relating the “expectations as desires gap” to audit reporting, ideas
about the role of auditing can derive from either a monitoring or an
information perspective (cf. Wallace 1980). Depending on the
perspective, arguments for a certain audit reporting model can either
be in favour of a short and concise report with focus on assurance or in
favour of an informative report that assists financial statement users’
decision-making processes (see Section 2.1).
Dennis’ (2010) discussion on expectations as beliefs or desires and
possible solutions correlate with the division into misperceptions and
dissatisfaction presented in Section 1.4 and Subsection 2.4.1 in the
previous part of this dissertation. Innes et al. (1997) in an audit
reporting study (referring to the audit expectation gap) provide a
model that builds on similar differences: a positive and a normative
approach. The positive approach relates to how audit work is perceived
today and relates to Dennis’ (2010) “expectations as beliefs gap” and
potential misperceptions. The normative approach, which has

176

similarities to Dennis’ (2010) “expectations as desires gap”, instead
reflects how audit work should be carried out in the future and
potential dissatisfaction with auditing.
Depending on the approach and whose perspective is considered, the
audit expectation gap can be analysed in six different ways. As
illustrated in Figure 8.1, there might be (1) a gap between what users
perceive auditors are doing and what auditors perceive they are doing,
(2) a gap between what users perceive auditors are doing and what
users perceive auditors should be doing, (3) a gap between what users
perceive auditors should be doing and what auditors perceive they
should be doing, (4) a gap between what auditors perceive they should
be doing and what auditors perceive they are doing, (5) a gap between
what auditors perceive they should be doing and what users perceive
auditors are doing and (6) a gap between what auditors perceive they
are doing and what users perceive auditors should be doing.

Positive
(Perceptions of what
auditors are doing))
2
Users

Normative
(Perceptions of what
auditors should be
doing)

6
1

3
5

Auditors

4

Figure 8.1 Analytical dimensions of the audit expectation gap by Innes et al.
(1997:704).

In audit expectation gap studies, it is common practice to compare
financial statement users’ perceptions of what auditors are doing
and/or should be doing with the respective perceptions of auditors’
(e.g. Monroe & Woodliff 1994; Gay et al. 1998; Manson & Zaman 2001;
McEnroe & Martens 2001; Chong & Pflugrath 2008; Gold et al. 2012;
Ruhnke & Schmidt 2014; Litjens et al. 2015). A clear division into
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beliefs/desires or a positive/normative approach, however, is seldom
visible.
Despite the fact that the audit expectation gap is an ambiguous and
broad concept that covers more than just dissatisfaction with and/or
misperceptions of audit reporting, the expectation gap has been used
both in the audit reporting debate among practitioners (e.g. IFAC
2011a) and in the audit reporting literature (e.g. Bailey et al. 1983; Holt
& Moizer 1990; Monroe & Woodliff 1994; Innes et al. 1997; Gay et al.
1998; Manson & Zaman 2001; McEnroe & Martens 2001; Chong &
Pflugrath 2008; Gold et al. 2012; Mock et al. 2013; Litjens et al. 2015).
Notwithstanding this extensive use of the audit expectation gap, it is
claimed in this dissertation that the expectation gap is an inappropriate
tool to evaluate financial statement users’ perceptions of what
information should be included in the auditor’s report. This is due to
potential misunderstandings related to the ambiguous term
“expectations”, and the expectation gap’s various definitions that cover
more than audit reporting. In the following section, gaps that explicitly
relate to audit reporting are therefore presented.

8.2
Audit reporting-related gaps
Although academic research on the auditor’s report started to appear
in the 1980s (Gray et al. 2011), until recently no attempts have been
made to bring clarity to gaps specifically related to audit reporting. The
audit reporting-related gaps identified in recent research studies are
the information gap and the communication gap.
The focus on the audit expectation gap instead of audit reportingrelated gaps in the past is surprising because questions about the
appropriate messages in the auditor’s report and whether the report is
an effective communication device were already debated in the 1980s
(see Elliot & Jacobson 1987; Landsittel 1987). These questions are now
addressed by the information and communication gap.
The information gap has been defined as the difference between the
information that financial statement users believe they need to make
informed decisions on the one hand and, on the other hand, the
information that is available to them through the entity’s audited
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financial statements, the auditor’s report or other publicly available
information (IFAC 2011a; Vanstraelen et al. 2012; Mock et al. 2013;
Bédard et al. 2016). See Figure 8.2.

Corporate
management
Other actors

Other publicly
available
information

Financial
statements

Auditors

Auditor’s
report

Financial
statement

users

Figure 8.2 Information available to financial statement users according to the
information gap.

The communication gap refers to the difference between financial
statement users’ understanding of messages conveyed in the auditor’s
report and the intended message (Asare & Wright 2012). Table 8.2
summarises the focus of these two gaps outlined in previous research.
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Table 8.2 Focal points of audit reporting-related gaps.

Audit reporting-related gap

Focus

Information gap

Financial statement users’ needs to
make decisions based on publicly
available financial information
including the auditor’s report

Communication gap

Financial statement users’
understanding of the auditor’s
report

In this dissertation, it is argued that for the auditor’s report to be
valuable for financial statement users, it is important to strive for a
narrowing of both the information and the communication gap as they
can be seen as interrelated. Financial statement users are not served by
information they receive in order to make informed decisions but
cannot understand. Moreover, information that financial statement
users receive and understand, but do not need, is superfluous.
The following two subsections present the information gap and the
communication gap in greater detail. The third subsection explains
why the definitions of the audit reporting-related gaps used so far need
to be adjusted to fit into the framework of this part of the dissertation.
The information gap
Apart from the concept of the audit expectation gap, the concept of the
information gap has been dealt with in the recent audit reporting
debate (e.g. IOSCO 2009; IFAC 2011a) and literature (e.g. MARC 2011;
Vanstraelen 2012; Mock et al. 2013; Bédard et al. 2016). In IFAC’s
(2011a) consultation paper both the audit expectation gap and the
information gap are taken into account.
According to IFAC (2012:4) the information gap is defined as “the
divide between what users believe is necessary to make informed
investment and fiduciary decisions, and what is available to them
through the entity’s audited financial statements, the auditor’s report
or other publicly available information”. What becomes clear from
this definition is that the auditor’s report can only be one means to
narrow the information gap. To reduce the divide between the
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information available to financial statement users and the information
needed for their financial analysis and decision-making, information
provided by corporate management and other actors is also necessary.
Compared with the information that is available to corporate
management and auditors, information available to financial
statement users is only a relatively limited part of a wider set of
information (cf. Jensen & Meckling 1976). Hence, according to IFAC
(2011a:8) users have been calling for increased transparency
concerning: “(a) the entity and its financial statements, particularly
key financial reporting risks and how they are being addressed; and
(b) the audit performed, including key areas of audit risk”.
Compared with information provided by corporate management,
additional information from auditors adds credibility (Coram et al.
2011). However, IFAC (2011a) pointed out potential risks that the
clarity of the division of responsibilities between the audited entity and
its auditor is undermined if additional information is provided by the
auditor.
Even though emphasis is put on the fact that financial statement users
point to the existence of this information gap, IFAC (2011a) recognises
that the information gap has implications for the efficiency of capital
markets/the cost of capital and is therefore an important gap to take
into consideration. One of the reasons for the existence of the
information gap is an increased complexity in the business and
reporting environment (IFAC 2011a).
IFAC (2011a:9) outlines possible information to be added to the
auditor’s report as follows: “key business, operational and audit risks
the auditor believes exist; the auditor’s perspective on the key
assumptions underlying the judgments that materially affect the
financial statements, and whether those assumptions are at the low,
most likely, or high end of the range of possible outcomes; the
appropriateness of the accounting policies adopted, including any
that are inconsistent with industry practice; changes to accounting
policies that have a significant impact; the methods and the
judgments made in valuing assets and liabilities; significant unusual
transactions; key audit issues and their resolution which the
engagement partner documents in a final, summary audit memo;
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quality and effectiveness of the governance structure and risk
assessment”.
Until now, few research studies have addressed the information gap
(see MARC 2011; Vanstraelen et al. 2012; Mock et al. 2013; Bédard et
al. 2016)59. As the information gap is still a relatively new concept, little
is known about its preconditions and how it can be narrowed.
While there are various definitions of the audit expectation gap,
definitions of the information gap in these research studies are closely
aligned with the one provided by IFAC (2011a). Vanstraelen et al.
(2012) directly refer to the IFAC (2011a) definition; Mock et al. (2013)
and Bédard et al. (2016) use a similar definition.
In their exploratory qualitative study, Vanstraelen et al. (2012) take
into account a potential information gap when examining whether
there is consensus between users and auditors on the form and content
of the auditor’s report. Vanstraelen et al. (2012:206) also comment on
the information gap as a topical issue: “While in the past efforts were
focused on narrowing the audit expectation gap, the current objective
is to narrow a potential information gap, defined as the difference
between the information users need to make informed decisions and
the information that is publicly made available to them”.
In their study, Vanstraelen et al. (2012) interviewed bankers, analysts
and auditors to gain a deeper understanding of their perceptions
concerning the information gap. The actual information needs are not
evaluated. Vanstraelen et al.’s (2012) research findings confirm the
presence of an information gap. However, this gap is considered to be
a “well-articulated” one where additional information is not always
seen as the optimal solution to narrow the gap.
Vanstraelen et al. (2012) provide an overview of possible areas for
where to narrow the information gap: clarification of the scope of the
financial statement audit and the language in the auditor’s report,
59

It must be pointed out that also elsewhere (see Church et al. 2008; Turner et al. 2010) it
is claimed that additional information could enhance financial statement users’ decisionmaking processes. However, these research studies do not explicitly mention the
information gap.
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information on the audit team and engagement statistics, information
on the audit process, further information on the results of the auditor’s
evaluation of the financial statements and disclosures beyond the scope
of the financial statement audit.
The communication gap
Another audit reporting-related gap that recently emerged in the audit
reporting debate and literature is the communication gap (e.g. IOSCO
2009; EC 2010; Asare & Wright 2012). Coram et al. (2011:237) note
that “the fact that there is value in the audit process does not mean
that the message intended to be conveyed by an auditor’s report and
the message perceived by financial statement users will be identical”.
The discussion of this gap is thus focused on the interpretation and
understanding of messages conveyed by the auditor’s report. In nonacademic literature, the term “communication gap” is rarely used
explicitly.
Also, the communication gap has not been defined and structured by
many researchers in academic literature. Coram et al. (2011:235), for
instance, in their article The communicative value of the auditor’s
report, refer to a communication gap which is no further defined than
a “gap that exists between auditors and users of audited financial
statements”.
Asare and Wright (2012:194), who both address and define the
communication gap, note that “[…] communication is a ‘two-way
street’, and its effectiveness depends on the extent to which the
communicator and the audience have a shared meaning of the
messages and concepts being communicated”. As the auditor’s report
is intended to enhance the credibility of financial statements, it is
important that communication is effective. If shared meaning cannot
be achieved, according to Asare and Wright (2012), this can lead not
only to unintended investments and misallocations of resources, but
also to loss of confidence in the audit function and/or unnecessary
litigation.
Asare and Wright (2012), who evaluate differences in auditors’,
bankers’ and nonprofessional investors’ understanding of the message
conveyed by the auditor’s report, divide the communication gap into a
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macro and a micro communication gap. The macro communication gap
relates to “broad expectations regarding the roles and responsibilities
of the auditor” (Asare & Wright 2012:194). It thus takes into
consideration shared meanings of the audit function. The micro
communication gap on the other hand focuses on “specific terms and
concepts that are used in the SAR [standard audit report on the
financial statements]” such as “reasonable assurance” and
“materiality” (Asare & Wright 2012:194).
One could argue that the definition of the communication gap,
especially the macro communication gap, has similarities to definitions
of the audit expectation gap. Asare and Wright (2012) also recognise
this overlap as they refer to prior research that examined potential
communication gaps. These earlier studies, such as Kelly and
Mohrweis (1989), Miller et al. (1993), Mock et al. (2009), Porter et al.
(2009), Turner et al. (2010) and Gold et al. (2012), do not however
define or even mention the term communication gap; some rather refer
to the term audit expectation gap. Also elsewhere, (e.g. Bailey et al.
1983; Epstein & Geiger 1994; Chong & Pflugrath 2008; Coram et al.
2011; Gold et al. 2012), the broader term “audit expectation gap” is used
when differences in the understanding of the auditor’s report are
addressed.
When describing the historical development of the auditor’s report,
Asare and Wright (2012) argue that what was identified as the audit
expectation gap in the late 1970s should rather be labelled a
“communication gap”. When the Cohen Commission (AICPA 1978)
identified possible deficiencies in the then short form auditor’s report,
“the commission concluded that the report created confusion about
the relative responsibilities of management and auditors, it did not
clarify the basic objective and limitations of the audit (e.g., users
equated the SAR with financial soundness), and it used technical
language that was easily misinterpreted (e.g., present fairly)” (Asare
& Wright 2012:196-197).
Confusion concerning the audit expectation gap, the communication
gap (and even the information gap) in the audit reporting literature
becomes apparent in the following quotation provided by Mock et al.
(2013:326):
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Our review […] is based on the assertion of a gap between the
information that is currently provided about the entity in the
financial statements and through the audit report, and the
information that some users have perceived to be useful. This gap has
several dimensions, which are referred to in several ways in the
literature, for example as an expectation, information, or
communication gap.

The definition of the macro communication gap by Asare and Wright
(2012) entails corresponding problems like the audit expectation gap.
Applying Dennis’ (2010) conceptual enquiry into the macro
communication gap definition, the ambiguity inherent in the term
“expectations” becomes visible: One could question whether the
expectations in the macro communication gap are associated to beliefs
or to desires (see Section 8.1). However, there are indications of the
different meanings of expectations in Asare’s and Wright’s (2012:198)
description of the origin of the communication gaps:
Macro gaps can arise because stakeholders have different
expectations of what an audit should do (Porter 1993), are unaware
of the limitations of an audit (European Commission 2010), or may
engage in opportunistic interpretation of the SAR. […]
Micro gaps arise because the SAR uses imprecise terms such as
‘material’, which can be subject to different and even opportunistic
interpretation.

Whereas unawareness of the limitations of an audit could be related to
“beliefs”, opportunistic interpretation in the quotation above could be
categorised as “expectations as desires” (cf. Dennis 2010). Further,
some suggested solutions to a narrowing of the communication gap
include education programs for financial statement users (Asare &
Wright 2012) that clearly relate to Dennis’ (2010) “expectations as
beliefs gap”.
In their empirical study, Asare and Wright (2012) consider seven
macro communication gap areas: making investment and lending
decisions (decision-usefulness), assessing that the financial statements
are free from material fraud (information risk), level of confidence that
the auditor’s report provides on the company’s future viability (goingconcern risk), level of confidence that the auditor’s report provides on
the company’s management (management effectiveness risk),
investment soundness (investment risk), and strategic goals (strategic
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risk), and the likelihood that auditors have detected material fraud in
the financial statements (fraud-detection risk).
Technical terms used in the audit reporting literature that could give
rise to a micro communication gap are the following: “material
misstatements”, “reasonable assurance”, “test basis”, “significant
estimate” from the scope paragraph and “present fairly” from the
Opinion section (Asare & Wright 2012).
Use and definition of the information and communication
gap
This subsection shows how the information and communication gap
are defined in this dissertation.
Use and definition of the information gap
The information gap described in Subsection 8.2.1 has similarities to
the “expectations as desires gap” outlined by Dennis (2010) above.
However, the desires in the information gap are preconditioned desires
as they are needed by financial statement users to make informed
decisions. Parallels to the normative dimension in the audit
expectation gap model by Innes et al. (1997) can also be drawn as the
needs of financial statement users are future-oriented. Applying
Ruhnke’s and Schmidt’s (2014) failure approach, the information gap
cannot be narrowed through educational actions. It is rather a question
of what information is needed to aid financial statement users in their
decision-making process, than whether financial statement users have
adequate knowledge about auditing.
When it comes to the study conducted by Vanstraelen et al. (2012), one
could question the methodological approach of interviewing both
financial statement users and auditors to evaluate the existence of an
information gap. Applying the model provided by Innes et al. (1997),
Vanstraelen et al. (2012) focus on the gap between financial statement
users’ perceptions of what auditors should be doing and auditors’
perception of what they themselves should be doing. This seems
unnecessary when it comes to the information gap – as long as auditors
do not take a user’s perspective.
Apart from the methodological approach to interview auditors, the
study conducted by Vanstraelen et al. (2012) provides valuable
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insights. The suggested solutions for a narrowing of the information
gap, which largely resemble those of MARC (2011), form a solid point
of departure for further studies concerning this gap and are used later
in this dissertation.
In contrast to the IFAC’s (2012) definition of the information gap
presented in Subsection 8.2.1, the information gap used in this
dissertation addresses only the information provided in the auditor’s
report and thus, excludes information provided through financial
statements or other publicly available information. To make this
distinction more visible, the term “audit” is placed in front of the term
“information gap”.
 The audit information gap is defined as the gap between what
information financial statement users perceive is needed in the
auditor’s report to make informed decisions and what is available
to them through the auditor’s report.
Use and definition of the communication gap
The macro communication gap used by Asare and Wright (2012) has
similarities to different definitions of the audit expectation gap. The
communication gap goes beyond the information explicitly addressed
in the auditor’s report. Asare and Wright (2012) investigate auditors’
and financial statement users’ understanding of the audited company’s
future viability (going-concern risk), although this topic is not explicitly
addressed in the auditor’s report that is tested.
Furthermore, since the macro communication gap as outlined by Asare
and Wright (2012) has similarities to the audit expectation gap, the
problems pointed out by Dennis (2010) persist. The following
quotation illustrates that Asare’s and Wright’s communication gap
relates more to Dennis’ (2010) “expectations as desires gap” and
therefore to the audit information gap as outlined above (Asare &
Wright 2012:196):
Taken together, the predominance of […] macro and […] micro gaps
suggests that the differences between users and auditors in their
encoding of the broad message of the SAR [standard auditor’s report]
are not driven by their misinterpretation of the technical terms in the
SAR. From a policy perspective, this implies that changes in the
technical terms are not likely to curb the macro communication gap.
Standard setters may have to consider the appropriateness of

187

expanding auditor responsibilities
communication gaps identified, […].

to

cover
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Thus, in this dissertation the communication gap is used differently.
The communication gap referred to in this study excludes the term
“expectations”. Instead, the focus is on different perceived
understandings of technical terms and concepts explicitly used in the
auditor’s report. Perceived understanding can be related to the positive
dimension in the audit expectation gap model provided by Innes et al.
(1997) (see Section 8.1) as perceived understandings of what auditors
are doing today.
Referring to Ruhnke’s and Schmidt’s (2014) failure approach, potential
ways to reduce the communication gap suggested in this dissertation
could include the education of financial statement users and
clarifications of both auditing standards and the auditor’s report. To
make differences between previous definitions of the communication
gap and the one used in this dissertation visible, the term “audit” is
placed in front of the term “communication gap”.
 The audit communication gap is defined as the gap between
financial statements users’ perceived understanding of what is
explicitly addressed in the auditor’s report and what is intended.

8.3
Ways to narrow audit reporting-related gaps
Financial statement users’ dissatisfaction with audit reporting has
gained considerable attention among academics in various
jurisdictions (see, for instance, Humphrey et al. 1992a for the UK;
Church et al. 2008; Gray et al. 2011 (US); Coram et al. 2011 (Australia);
Porter et al. 2009 (New Zealand and UK); Öhman 2007a (Sweden)).
Previous research has identified several possible improvements to
former audit reporting models, including additional information
regarding the financial statements, the audit and the auditor (Öhman
2007a; Church et al. 2008; Porter et al. 2009; Turner et al. 2010; Gray
et al. 2011; MARC 2011; Asare & Wright 2012; Gold et al. 2012;
Vanstraelen et al. 2012; Mock et al. 2013). However, only a few studies
in this field approach audit reporting-related gaps explicitly (see MARC
2011; Asare & Wright 2012; Vanstraelen et al. 2012; Mock et al. 2013).
As indicated in previous sections in this part of the dissertation, many
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audit reporting research studies address the audit expectation gap (e.g.
Epstein & Geiger 1994; McEnroe & Martens 2001; Gold et al. 2012;
Mock et al. 2013; Litjens et al. 2015), whereas others can be labelled as
“gap-free studies” (e.g. Kelly & Mohrweis 1989; McEnroe & Martens
1998). Nevertheless, studies not explicitly dealing with audit reportingrelated gaps provide valuable insights concerning possible
improvements to the auditor’s report to achieve a narrowing of these
gaps, the broad and unclear meaning of the audit expectation gap being
a major reason.
In the following subsection, background information is given
concerning previous research that has suggested improvements to
auditor’s reports. In Subsection 8.3.2–8.3.4, the suggested
improvements are outlined, which lead to several propositions
concerning a narrowing of the audit information and audit
communication gap (see Subsection 8.3.5).
Categorising ways to narrow audit reporting-related gaps
Summarising previous audit reporting research, possible
improvements to the auditor’s report can be grouped into the following
categories or constituents of auditor’s reports: (1) the content, (2) the
wording and (3) the format (cf. Church et al. 2008; Gray et al. 2011;
MARC 2011; Asare & Wright 2012; Vanstraelen et al. 2012; Mock et al.
2013).
The audit reporting literature often considers all three parties in the
audit arena, i.e. auditors, corporate management and financial
statement users (e.g. Monroe & Woodliff 1994; Gay et al. 1998; Manson
& Zaman 2001; Litjens et al. 2015), or at least auditors and financial
statement users (e.g. Innes et al. 1997; Gold et al. 2012) when
improvements to the audit reporting model are suggested. As the
previous part of this dissertation has shown, the interests of financial
statement users in terms of nuanced information have largely been
disregarded in the evolution of the auditor’s report. Rather, ever since
the formation of the auditing profession in the late nineteenth century
and at least until the recent audit reporting model change, the auditor’s
report reflects the interests of the most dominant party in the audit
arena, i.e. auditors’ interests. Literature reviewed concerning
suggested improvements to the audit reporting model provided in the
189

following subsections therefore focuses on financial statement users’
interests and excludes improvements suggested by auditors and
corporate management. Also elsewhere (see Dennis 2010; Litjens et al.
2015), financial statement users’ expectations are taken as a
benchmark for highly valued and legitimate audits.
Literature used for the following review has been guided mainly by
previous research syntheses provided by, for instance, Church et al.
(2008), MARC (2011) and Mock et al. (2013). In these syntheses, also
suggestions from practitioners (e.g. the IAASB) are outlined. However,
the literature review below focuses on research findings and
suggestions published in academic journals.
Previous audit reporting research studies can be divided into those
with a variable view and those with a system view. In variable view
studies, often in an experimental setting, a certain variable, for instance
the content or the wording of an auditor’s report, is changed to evaluate
the effect of this adjustment on financial statement users. This enables
a controlled assessment of one-at-a-time adjustments of certain
variables. Pure variable view studies are relatively rare. However, some
studies focus on specific content (e.g. Fisher 1990) or wording variables
(e.g. McEnroe & Martens 1998; Kirk 2001, Smieliauskas et al. 2008).
System view studies (e.g. Kelly & Mohrweis 1989; Hatherly et al. 1991;
Innes et al. 1997; Schelluch & Gay 2006; Chong & Pflugrath 2008; Gold
et al. 2012), on the other hand, compare two or more auditor’s reports
which differ in several respects, i.e. auditor’s reports that have, for
instance, different contents and different wordings. Kelly and
Mohrweis (1989) compare the US two-paragraph SAS auditors’ report
to the three-paragraph SAS auditor’s report. Conclusions can thus be
drawn concerning financial statement users’ reactions to full-sized
audit reporting models (or systems) instead of specific variables.
In the following three subsections, suggested improvements
concerning the variables content, wording and format of former
auditor’s reports are compiled. The chapter concludes with variable
view propositions that bring together these variables with the audit
reporting-related gaps defined in Subsection 8.2.3.
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Content as a constituent of audit reporting models
When it comes to the content of the auditor’s report, many suggestions
have been made in previous research studies (Church et al. 2008;
MARC 2011; Gray et al. 2011; Vanstraelen et al. 2012; Mock et al. 2013).
Below, the main findings (mainly additional information to the then
applicable auditor’s report) are presented. The literature review follows
the structure used by MARC (2011) and Vanstraelen et al. (2012) and
contains the following categories: (1) information regarding the scope
of an audit, (2) the audit team, (3) the audit process, (4) the results of
the audit and (5) information beyond the scope of the audit.
A question discussed frequently when it comes to additional
information is whether this information should be entity-specific or
general (standardised) (e.g. Humphrey et al. 2009). Previous research
has revealed that financial statement users hardly read the auditor’s
report due to its standardised and binary text format – they only look
for any deviations from the unqualified version and for whether the
audit was conducted by a Big 4 accounting firm (Church et al. 2008;
Porter et al. 2009; Gray et al. 2011). The former audit reporting model
is thus referred to as having symbolic rather than informative value
(Church et al. 2008). Adding entity-specific information and limiting
standardised text is suggested as a means to get away from a binary
audit reporting model and to provide financial statement users with
more explicit information (Gray et al. 2011; Vanstraelen et al. 2012).
Nevertheless, as will be outlined below, also suggestions concerning
more general (standardised) information have been made in previous
research. This implies a tension between suggestions to reduce the
amount of entity-specific information, on the one hand, and
suggestions to improve the value of the auditor’s report through
additional general (standardised) information, on the other hand.
The scope of the audit
Financial statement users’ lack of understanding as to what an audit
entails and their confusion over the auditor’s responsibilities was
identified by the Cohen Commission (AICPA 1978) and led to the
release of a revised auditor’s report in 1988 (the SAS No. 58) (Church
et al. 2008). Several research studies have suggested that the then
revised audit reporting model improved auditors’ communication with
users (e.g. Kelly & Mohrweis 1989; Miller et al. 1993). On the other
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hand, other research studies do not find a difference in users’
perceptions of responsibilities in the new report, but that the purpose
of the audit was clearer (e.g. Hatherly et al. 1991). Although audit
reporting model changes have been implemented, also in other
jurisdictions, there is evidence that auditors and financial statement
users still (at least until the introduction of the current auditor’s report)
differ in their assessment of the level of assurance provided (Epstein &
Geiger 1994) and the overall level of auditors’ responsibilities (Kelly &
Mohrweis 1989; Gay et al. 1998; Manson & Zaman 2001; Schelluch &
Gay 2006; Gold et al. 2012).
McEnroe and Martens (2001), referring to Porter (1993), found that
financial statement users might have unreasonable expectations of the
nature and scope of an audit. McEnroe’s and Martens’ (2001:357)
suggested solution is to expose users to auditing standards:
A possible solution is to include, […], a uniform explanation […] as to
what the attest function is designed to accomplish, as well as a
condensed summary of the authoritative guidance regarding
auditor’s responsibilities. This explanation could serve as a brief
overview, […]. This narrative might be a page or two in length and
could be positioned immediately following the audit opinion.

Furthermore, Chong and Pflugrath (2008) suggest detailed
descriptions of the responsibilities of corporate management and the
auditor to reduce the audit expectation gap. Gold et al. (2012), who
observe that financial statement users and auditors perceive the
reliability of financial statements to be moderate (around 4 on a 7-point
scale), suggest more explicit and clearer formulations regarding both
auditor versus corporate management responsibilities and the scope of
the audit given that users’ perceptions are malleable by additional
explanations in the auditor’s report.
Several research studies have found that the issuance of an unqualified
auditor’s report leads financial statement users to believe that the
audited entity is a going concern and that its financial statements are
free from fraud and error (Humphrey et al. 1992b). McEnroe and
Martens (2001) and Manson and Zaman (2001) therefore suggest
further clarifications on the auditor’s responsibility regarding going
concern issues and fraud. Gray et al. (2011:670) confirm these research
findings:
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If the auditor’s report is silent on fraud and going-concern, users
believe auditors tested these two issues thoroughly and there were no
problems.

When it comes to the level of assurance provided by auditors, Epstein
and Geiger (1994) concluded that users, after the introduction of SAS
No. 58, ascribed a higher level of assurance to the auditor’s report than
reasonable. Several years later, both Hasan et al. (2005) and Gray et al.
(2011) note that there still are differences in the perceived level of
assurance – not only among financial statement users but also among
auditors. According to Gray et al. (2011), one reason is the lack of
operationalisation or quantification of the reasonable assurance
concept in auditing standards60. It thus remains a fuzzy concept to both
auditors and users. Also Gold et al. (2012) suggest a clarification
regarding the level of assurance implied in the financial statement
audit. Boolaky & Quick (2016) find that bank directors do not expect
an absolute level of assurance, but they attach great importance to
assurance level disclosure.
According to Turner et al. (2010) and Gray et al. (2011), a means to
reduce uncertainty concerning the level of assurance, i.e. the meaning
of the reasonable assurance concept, could be to disclose materiality
levels. Gray et al. (2011:677) argue that since financial statement users,
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According to the International framework for assurance engagements (IFAC 2005), there
are two types of assurance engagement: a reasonable assurance engagement (called
“audits”) and a limited assurance engagement (called “reviews”). The objective of the
reasonable assurance engagement is to reduce the assurance engagement risk “to an
acceptably low level in the circumstances of the engagement, as the basis for a positive form
of expression of the practitioner’s conclusion” (IFAC 2005:Appendix). The provision of
absolute assurance is impossible due to inherent audit limitations (IFAC 2005:A45). The
objective of the limited assurance engagement is to reduce the assurance engagement risk
“to a level that is acceptable in the circumstances of the engagement but where that risk is
greater than for a reasonable assurance engagement, as the basis for a negative form of
expression of the practitioner’s conclusion” (IFAC 2005:Appendix). Although the
International Framework for Assurance Engagements describes the evidence-gathering
procedures, it does not provide explanations for how auditors (or assurance providers) can
reach a measurable level of assurance, e.g. 95 percent assurance. As this dissertation is
about the auditor’s report based on a reasonable assurance engagement, limited assurance
engagements are not considered any further. For more research on different assurance
levels, see Libby (1979), Nair and Rittenberg (1987), Hasan et al. (2005) and Low and Boo
(2012), among others.
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corporate management and auditors express “a connection between
level of assurance and materiality, disclosing materiality may be a
significant step toward closing the expectations gap regarding level
of assurance”. For a further discussion of materiality disclosure, see
“The audit process” below.
The above-identified options of additional information can be
summarised as information that clarifies the scope or purpose of the
financial statement audit together with the limitations of such an audit
(Vanstraelen et al. 2012).
The audit team
A further suggested category of additional information is information
concerning the audit team and engagement statistics (MARC 2011). It
is argued that this information could help financial statement users to
evaluate the quality of the performed audit.
Whereas some jurisdictions (e.g. Germany, France, Luxembourg,
Finland and Sweden) require the engagement auditor to sign the
auditor’s report with his or her name in addition to the firm’s name, in
other jurisdictions (e.g. the UK, the US and the Netherlands) these
requirements did not exist (Gray et al. 2011; Mock et al. 2013; Bédard
et al. 2016). Research shows an interest of financial statement users in
the signing auditor’s name (Porter et al. 2009; Gray et al. 2011). It is
suggested that the name and the signature improve audit quality due
to the assumption of increased responsibility and accountability of the
signing auditor. According to Gray et al. (2011), the name and signature
would enable users to ask potential follow-up questions and to improve
their sense of comfort. However, according to Mock et al. (2013) and
Bédard et al. (2016), recent research studies (such as Chi & Chin 2011;
Blay et al. 2012; Blay et al. 2014) show mixed results about the relation
between audit signatures and audit quality.
Further information on the signing auditor, such as the auditor’s
auditing and industry experience is also suggested (MARC 2011) as
audit research shows that auditors with more expertise deliver higher
quality audits (cf. Gul et al. 2009). Also the composition of the audit
team and time spent on the engagement by each audit staff level (cf.
Hackenbrack & Knechel 1997) could be of interest (MARC 2011). It is
reasoned that since audit quality is affected by the time spent on the
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audit, the composition of the audit team and the proportion of time
spent on the engagement by each audit staff level might be helpful to
financial statement users. Users may also benefit from information on
the involvement of specialists in the audit engagement (MARC 2011) as
it may indicate the level of quality associated with an audit (cf.
Schelleman & Knechel 2010).
Moreover, information on auditor independence is suggested as
beneficial to financial statement users (Hatherly et al. 1991; Turner et
al. 2010; MARC 2011). For instance, the importance of the audited
entity to the audit firm in terms of revenue from the audited entity in
relation to the total revenue of the firm and office could be valuable
information (MARC 2011). The provision of non-audit services to the
audited entity (cf. Frankel et al. 2002) and the duration of audit firm
and audit partner tenure (cf. Carey & Simnett 2006) are other examples
of information related to auditor independence.
Despite all these suggestions concerning additional information on the
audit team and engagement statistics, in their qualitative research
study of European auditors and financial statement users, Vanstraelen
et al. (2012) conclude that users could do without additional
information concerning the audit team and engagement statistics.
Users seem to derive the quality of the audit mostly from the type of
audit firm that issues the report and they rely on the public oversight
body.
The audit process
Information on the audit process is included in a second category of
further information that could enhance the usability of the auditor’s
report (MARC 2011; Asare & Wright 2012; Vanstraelen et al. 2012;
Mock et al. 2013). Supplementary information on the audit process is
suggested to enable financial statement users to better understand the
auditor’s conclusions.
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Disclosure of audit risk assessment61 including inherent risk and
control risk (also called “risk of material misstatements” or “client
risk”) and detection risk, could be useful information for financial
statement users (Church et al. 2008; Porter et al. 2009; see also IFAC
2011a). Also information about the audited entity’s most important
(client) risk areas is considered to be of value for financial statement
users (Mock et al. 2009; Vanstraelen et al. 2012; Mock et al. 2013).
Information should preferably contain the factors that affect these risk
areas, such as accounting practices, policies, procedures, assumptions,
estimates and judgements applied by corporate management and the
audited entity’s internal control function (Turner et al. 2010; MARC
2011). Key financial reporting risks and how they are being addressed
was also discussed in the recent audit reporting debate (cf. IFAC 2011a)
and led to changes summarised in the Key Audit Matters section in the
current auditor’s report (see IFAC 2015b or Chapter 5).
When it comes to detection risk, materiality levels are suggested as
possible disclosures (MARC 2011; see also Fisher 1990; Turner et al.
2010; Gray et al. 2011; Vanstraelen et al. 2012). According to Gray et al.
(2011), especially unsophisticated financial statement users have little
knowledge about the concept of materiality. Therefore, disclosing
materiality can have undesirable effects as users may not understand
why materiality levels vary for different companies. Furthermore,
corporate management could use the information to “‘game the
system’ and, for example, keep any fraudulent activities below the
According to ISA 200:13c (IFAC 2009a), audit risk is defined as “the risk that the auditor
expresses an inappropriate audit opinion when the financial statements are materially
misstated”. Further, audit risk is a function of the risks of material misstatement and detection
risk. According to ISA 200:13n, the risk of material misstatement is defined as “the risk that
the financial statements are materially misstated prior to the audit” and consists of two
components: inherent risk (“The susceptibility of an assertion about a class of transaction,
account balance or disclosure to a misstatement that could be material, either individually or
when aggregated with other misstatements, before consideration of any related controls.”)
and control risk (“The risk that a misstatement that could occur in an assertion about a class
of transaction, account balance or disclosure and that could be material, either individually
or when aggregated with other misstatements, will not be prevented, or detected and
corrected, on a timely basis by the entity’s internal control.”). According to ISA 200:13e,
detection risk is “the risk that the procedures performed by the auditor to reduce audit risk to
an acceptably low level will not detect a misstatement that exists and that could be material,
either individually or when aggregated with other misstatements.”
61
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disclosed materiality level” or “gravitate toward auditors who use the
highest materiality levels” (Gray et al. 2011:677). Besides, disclosing
materiality might also lead to extended audit procedures and increased
audit fees. According to Boolaky and Quick (2016) materiality level
disclosure influences neither the perceived quality of the financial
statements nor the perceived informative value of the auditor’s report.
Financial statement users, who have a positive stance on the disclosure
of materiality levels, on the other hand, also suggest benchmark
disclosures (Gray et al. 2011) and information on the method of
determining materiality (Manson & Zaman 2001; Church et al. 2008;
Gray et al. 2011; Houghton et al. 2011).
Furthermore, it may be interesting for financial statement users to
know financial statement components that the auditor has verified by
means of substantive testing, his/her professional judgement, internal
models, assumptions, and/or management explanations (MARC 2011;
see also Gray et al. 2011). Also the extent to which the auditor has relied
on corporate management’s internal controls and the extent of
sampling methods might be valuable for financial statement users.
According to Gray et al. (2011), financial statement users’ perceptions
of the auditor’s use of sampling varied widely and were generally
expected to follow statistical sampling methods far more frequently
than is practiced.
Additional information, in line with the current French and Japanese
audit reporting model (cf. MARC 2011), where the auditor has to justify
his or her opinion in a Statement of audit approach section, is another
suggestion (Turner et al. 2010). The statement of audit approach
includes the auditor’s assessment of the audited company’s choices of
methods, of material accounting estimates and, if necessary, of
elements of internal control (e.g. IOSCO 2009; EC 2010; IFAC 2011a).
According to Vanstraelen et al. (2012), financial statement users are
interested in the auditor’s findings rather than information regarding
the audit process. However, the reason for this lack of interest is not
further explained.
The results of the audit
Various research studies suggest additional information on the
findings of the audit conducted (MARC 2011). Suggestions of auditor’s
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findings to be presented in the auditor’s report are, for instance,
information on the quality and reliability of the financial statements
apart from the current opinion on the true and fair view of the financial
statements (Church et al. 2008; Turner et al. 2010; Gray et al. 2011).
As mentioned under “The scope of the audit” above, a statement
regarding the likelihood of fraud and illegal acts (Manson & Zaman
2001; McEnroe & Martens 2001; Church et al. 2008; Asare & Wright
2012) and an assessment of potential going-concern problems
(Manson & Zaman 2001; Porter et al. 2009) are further suggestions
when it comes to the results of the audit.
Other areas include the auditor’s assessment of the aggressiveness in
financial reporting and business viability (McEnroe & Martens 2001;
Turner et al. 2010; IFAC 2011a; Mock et al. 2013). Also information on
the quality of the internal control system within the audited entity
(Manson & Zaman 2001; Gray et al. 2011), which since the SarbanesOxley Act has had to be disclosed in the US, could be of value for
financial statements users also in other jurisdictions (MARC 2011).
Mock et al. (2013) also suggest disclosure of the resolution of material
issues or key risk areas encountered during the audit. However, there
are recent research studies that show contrary results concerning the
impact of key audit matter disclosure on financial statement users (see
Bédard et al. 2016; Boolaky & Quick 2016).
Additional information on the auditor’s communication with corporate
management, including disagreements with corporate management
(Hatherly et al. 1998; Church et al. 2008; Fraser et al. 2010; Mock et
al. 2013; see also IOSCO 2009; IFAC 2011a) and information disclosed
in the management letter (Gray et al. 2011; Mock et al. 2013), are other
suggestions that could be included in this category.
McEnroe and Martens (2001) also mention the percentage of any
waived and adjusted misstatements in the financial statements to be
beneficial to financial statement users’ assessment of the auditor’s
negotiation power vis-à-vis corporate management (see also Church et
al. 2008; Porter et al. 2009; Gray et al. 2011).
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Information beyond the scope of the audit
In a last category, additional information beyond the scope of the
financial statement audit is gathered (MARC 2011). Most suggestions
concerning additional information beyond the scope of the audit are
provided by practitioners (as opposed to publications in scientific
journals; see IAFAC 2011a). As outlined above, these suggestions are
not discussed any further.
The following are suggestions presented in academic journals. Turner
et al. (2010) mention the auditor’s opinion on forward-looking
nonfinancial and/or qualitative client data (see also Porter et al. 2009;
Asare & Wright 2012). Additional information beyond the current
scope of the financial statement audit could further include a holistic
view of the client’s business provided by the auditor (MARC 2011). Also
the auditor’s assessment of the sustainability of the audited entity could
be valuable for financial statement users (Turner et al. 2010).
Table 8.3 shows the improvements to the content in the auditor’s
report suggested in previous research studies.

Table 8.3 Summary of previous audit reporting research on ways to narrow audit
reporting-related gaps concerning the content.
Variables

Variable

Variable items

categories
Content

The scope of
the audit

Information on the objectives of the audit
-> Disclosure of auditing standards (general
information)
-> More explicit and clear formulations (see
Table 8.4)
Information on auditors’ responsibilities
-> Detailed descriptions of the responsibilities of
corporate management and the auditor (general
information)
-> More explicit and clear formulations (see
Table 8.4)
-> Especially concerning fraud and goingconcern (general information)
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Information on the level of assurance offered by
the financial statement audit

The audit
team

-> Disclosure of materiality level (entity-specific
information)
Information on the engagement partner
-> Disclosure of the engagement partners name
and signature (entity-specific information)
-> Information on the auditing and industry
experience of the engagement partner (entityspecific information)
Information on the audit team
-> Information on the composition of the audit
team (entity-specific information)
-> Information on time spent on the
engagement by each audit staff level (entityspecific information)
-> Information on the involvement of specialists
in the audit engagement (entity-specific
information)
Information on auditor independence
-> Information on the importance of the audited
entity to the audit firm in terms of revenue from
the audited entity in relation to total revenue for
the firm and office (entity-specific information)
-> Information on the provision of non-audit
services to the audited entity (entity-specific
information)

The audit
process

-> Duration of audit firm and partner tenure
concerning the audited entity (entity-specific
information)
Information concerning the audit risk model
-> Disclosure of assessed inherent and control
risk (entity-specific information)
-> Disclosure of assessed detection risk (entityspecific information)
Information on the audited entity’s important
risk areas identified
-> Disclosure of identified important risk areas
(entity-specific information)
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-> Information on the factors that affect these
risk areas (entity-specific information)
-> Information on how the auditor addressed
these risk areas (entity-specific information)
Information on materiality levels
-> Disclosure of materiality level (entity-specific
information)
-> Information on the method used for
determining materiality levels (entity-specific
information)
-> Disclosure of benchmarks concerning
materiality (general information)
Information on the type of audit tests used
-> Information on the use of substantive
procedures versus test of controls (entityspecific information)
-> Information on the use of professional
judgements, internal models, assumptions
and/or management explanations, sampling
methods (entity-specific information)

The results
of the audit

-> Disclosure of the reasons for the abovementioned methodological choices (justification
in line with the current French audit reporting
model) (entity-specific information)
Information on the quality and reliability of the
entity’s financial statement as assessed by the
auditor
-> Information on the quality and reliability of
the financial statements apart from the current
opinion on the true and fair view (entity-specific
information)
-> Information on the likelihood of fraud and
illegal acts (entity-specific information)
-> Information on the aggressiveness in
financial reporting (entity-specific information)
-> Information on the entity’s viability and/or
potential going-concern problems (entityspecific information)
-> Disclosure of the percentage of any waived
and adjusted misstatements (entity-specific
information)
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Information on the company’s internal control
system as assessed by the auditor (entity-specific
information)
Information on the assessment of important risk
areas (entity-specific information)
Information on the sustainability of the audited
entity (entity-specific information)
Disclosure of the communication with corporate
management
-> Disclosure of the management letter (entityspecific information)

Information
beyond the
scope of the
audit

-> Disclosure of disagreements with corporate
management (entity-specific information)
Holistic view of the client’s business as assessed
by the auditor (entity-specific information)
Forward-looking, qualitative and/or
nonfinancial data (entity-specific information)
Information on the sustainability of the audited
entity (entity-specific information)

Wording as a constituent of audit reporting models
Concerning the wording in auditor’s reports, suggestions related to
concepts explicitly addressed, on the one hand, and technical terms, on
the other hand, have been made in previous audit reporting research
studies. The following review is mainly guided by the study conducted
by Asare and Wright (2012), which has dealt with both these areas.
Explanations of concepts explicitly addressed in the auditor’s report
Already in the late 1970s, the Cohen Commission (AICPA 1978)
concluded that the auditor’s report did not clarify the basic objective
and limitation of the audit. The Commission further concluded that the
auditor’s report created confusion about the respective responsibilities
of corporate management and the auditor, and used technical language
that could easily be misinterpreted. As a result, the auditor’s report was
expanded to include an introductory paragraph that clearly set out the
respective responsibilities of corporate management vis-à-vis the
auditor and a scope paragraph describing the nature and limitations of
the audit (Geiger 1989). However, as research studies conducted after
these changes show, the overall language used in the auditor’s report
still caused misinterpretations of the intended message (e.g. Kelly &
Mohrweis 1989; Hatherly et al. 1991; Miller et al. 1993; Asare & Wright
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2012; Vanstraelen et al. 2012). Descriptions of the objectives,
limitations and responsibilities of the auditor addressed in the late
1970s were still regarded as areas to be improved before the audit
reporting model change in the mid-2010s (Church et al. 2008; Gray et
al. 2011; Asare & Wright 2012; Vanstraelen et al. 2012).
Explanations of technical terms
In addition to concepts explicitly addressed in the auditor’s report,
various technical terms that might be misinterpreted by financial
statement users have been identified (Asare & Wright 2012).
Technical terms that could give rise to misinterpretations identified by
Asare & Wright (2012) are “material misstatements”, “reasonable
assurance” (see also Mock et al. 2013) and “present fairly”. Both
McEnroe and Martens (1998) and Kirk (2001) conducted research
studies on the comparison of the two technical terms “present fairly”
and “give a true and fair view”. Smieliauskas et al. (2008:227), argue
for a replacement of the “controversial words ‘true and fair view’” and
“the similarly vague terms such as ‘present fairly’” with the words
“acceptable risk of material misstatement”.
The current auditor’s report provides explanations of certain technical
terms, such as “material misstatement”, “reasonable assurance” and
“key audit matters” (see Appendix XI).
Table 8.4 shows the improvements concerning the wording in the
auditor’s report suggested in previous research studies.
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Table 8.4 Summary of previous audit reporting research on ways to narrow audit
reporting-related gaps concerning the wording.
Variables

Variable

Variable items

categories
Wording

Explanations
of concepts
explicitly
addressed
in the
auditor’s
report
Explanations
of technical
terms

Information on the objectives of the audit
-> More explicit and clear formulations (general
information)
Information on auditor’s versus corporate
management’s responsibilities
-> More explicit and clear formulations (general
information)
Reasonable assurance (general information)
Material misstatements (general information)
Test basis (general information)
Significant estimate (general information)
Present fairly/give a true and fair view (general
information)

Format as a constituent of audit reporting models
Previous research studies in the field of audit reporting have identified
various options concerning the format of the auditor’s report. The
below presentation of the main options, inspired by research
conducted by MARC (2011) and Vanstraelen et al. (2012), is divided
into two categories: improvements that are similar to the format of the
former auditor’s report and variations, on the one hand, and
improvements that deviate from the format of the former auditor’s
report, on the other hand. As will be seen, concerning some
suggestions, it can be questioned whether it is a matter of a format
change or rather a content change. Nevertheless, due to the thorough
review of suggested content improvements above, the structuration
provided by MARC (2011) and Vanstraelen et al. (2012) is largely
adopted in this dissertation.
Former format and variations
Since many research studies suggest that the format of the former
auditor’s report has value for users, one option could be to keep this
format with an introduction paragraph, a scope paragraph that clarifies
the responsibilities of corporate management and the auditor
respectively, and an opinion paragraph. The results in a study
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conducted by Coram et al. (2011:237) suggest that, “consistent with
prior research, the auditor’s report per se is of importance to users of
financial statements in the sense that it signals a level of reliability not
available in unaudited financial statements”.
Additional information to the auditor’s report as the Emphasis of
matter section that gives auditors the opportunity to point at areas in
the financial statements that, according to the auditor, require special
attention could be added and thus lead to a slightly other format.
Besides an Emphasis of matter section, also other additional
information could improve the format of the auditor’s report (e.g.
Hatherly et al. 1991; IFAC 2011a). Also Coram et al. (2011) indicate that
financial statement users need information beyond the former
standard-auditor’s report as analysts pay attention to the existence, but
not the form, of auditor’s reports. Litjens et al. (2015:271) go as far as
to claim: “We argue that bankers and management remain indifferent
to changes in the auditor’s report format as it does not change the
content.” Their research findings confirm their hypothesis (Litjens et
al. 2015:268): “The results suggest that bankers value actual content,
not cosmetic changes in the reporting format”. This is consistent with
the interview study conducted by Vanstraelen et al. (2012).
The European Commission (EC 2010) in its Green Paper suggests a
categorisation by auditors of the corporation and the fairness or quality
of the financial statements audited. To rank corporations and the
fairness or quality of their financial statements, like, for instance,
rating agencies or equity analysts do, could help to overcome the
all/nothing or pass/fail paradigm. A grading scheme could further add
“granularity” to the auditor’s report (Gray et al. 2011:678). How such
a ranking could be executed ought to be carefully considered (Öhman
2007b; Gray et al. 2011; Vanstraelen et al. 2012).
Deviations from the former format
Another option could be to take the pass/fail character of the former
audit reporting model a bit further to a one-sentence format. As
financial statement users would give little attention to the content of
the former auditor’s report beyond noting whether an unqualified
opinion had been issued (Coram et al. 2011), “boilerplate” language
(Church et al. 2008:81) could be eliminated. Gold et al. (2012) and
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McEnroe and Martens (2001:356) draw similar conclusions: “[…] the
signal of an unqualified opinion is more important than any specific
terminology contained in the report expressing that opinion”.
From their experimental findings, Hatherly et al. (1998:29) conclude
that a free-form auditor’s report, “structured around a framework of
constructive recommendations, adjustments, and issues arising, and
accompanying a standard SAS 600 report does, when compared to a
standard SAS 600 report alone, significantly change user perceptions
of the audit process and the audit product”. Free form reports,
sometimes also called “tailored” reports (Mock et al. 2013:331), which
can be compared with the auditor’s reporting to corporate
management, is perceived to increase the usefulness of the auditor’s
report. It could also avoid the use of boilerplate language (Church et al.
2008) and help the auditor make the judgments and decisions in a
given audit visible or transparent (Hatherly et al. 1998; Turner et al.
2010).
Combinations of some of the above-listed options concerning the
format of the auditor’s report are possible. For example, a ranking or
grading scheme could be a supplement to the current auditor’s report,
the only information in the auditor’s report or additional information
to another audit reporting format.
Table 8.5 shows the improvements concerning the format in the
auditor’s report suggested in previous research studies.
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Table 8.5 Summary of previous audit reporting research on ways to narrow audit
reporting-related gaps concerning the format.
Variables

Variable

Variable items

categories
Format

Former
format and
variations

Deviations
from the
former
format

Former format
Former format + additional non-standardised
information
Former format + grading (e.g. 0-10) of for
instance the fairness or quality of the financial
statements and other issues
Former format, but opinion at the beginning and
additional general information (as for instance
information on the objectives of an audit) in an
appendix
Only a one-sentence format
Only non-standardised information
Only a grading (e.g. 0-10) of for instance the
fairness or quality of the financial statements
and other issues

A first set of propositions
Taking into consideration the way the information gap and the
communication gap are defined and used in this dissertation, the
primary suggested way of narrowing the audit information gap is to add
relevant information to the former auditor’s report, i.e. to improve its
content especially regarding entity-specific information. To narrow the
audit communication gap, compared with the former auditor’s report,
the inclusion of explanations of concepts explicitly addressed and
technical terms is suggested, i.e. to adjust the wording of the former
audit reporting model.
As Vanstraelen et al. (2012) also suggest the wording as a means of
narrowing the information gap and Asare and Wright (2012) mention
content as a means of narrowing the communication gap, there seems
to be a relation between the content of the auditor’s report and the
audit communication gap and the wording of the auditor’s report and
the audit information gap. What remains unclear from the review of
previous research is whether the format of the auditor’s report offers
the potential for narrowing audit reporting-related gaps (cf. Chong &
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Pflugrath 2008). When considering the three variables (content,
wording and format) improving the content seems paramount since:
[…] users and auditors indicate that changes to the content of the
audit report are more important than changes to the format of the
report. Hence, changes in the structure and language of the audit
report alone are not likely to make a significant step forward in
enhancing the information value of the audit report. (Vanstraelen

et al. 2012:207)
The relationship between variables that are suggested to affect the
audit reporting-related gaps is shown in Figure 8.3. In the model, the
audit information gap and the audit communication gap are
represented as dependent variables and the content, wording and
format of audit reporting models as independent variables. The
continuous arrows between the variables content and wording,
respectively, and the dependent variables represent more obvious
relationships, whereas the dashed arrows between the independent
variables and the dependent variables represent relationships that are
less obvious.

Constituents of audit reporting
models

Audit reporting-related
gaps

Content
Audit information gap
Wording
Audit communication
gap
Format

Figure 8.3 A model of suggested relationships between constituents of audit
reporting models and audit reporting-related gaps.

The above-described relations between the constituents of audit
reporting models, i.e. the variables content, wording and format, and
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the audit reporting-related gaps used in this dissertation, i.e. the audit
information and the audit communication gap, lead to the following
variable view propositions:
 P1a: Improved content of the auditor’s report, especially with
regard to entity-specific information, will narrow the audit
information gap.
 P1b: Improved wording of the auditor’s report, i.e. the
inclusion of explanations of concepts explicitly addressed and
of technical terms, will narrow the audit information gap.
 P1c: Improved format of the auditor’s report will narrow the
audit information gap.
 P2a: Improved wording of the auditor’s report, i.e. the
inclusion of explanations of concepts explicitly addressed and
of technical terms, will narrow the audit communication gap.
 P2b: Improved content of the auditor’s report, especially with
regard to entity-specific information, will narrow the audit
communication gap.
 P2c: Improved format of the auditor’s report will narrow the
audit communication gap.
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9

A Swedish user-oriented audit reporting model

As will be shown in the following chapter, a vignette experiment is
conducted to answer RQ2. This experiment is based on three audit
reporting models: the former, the current62 and a user-oriented one.
The above-listed suggestions for narrowing audit reporting-related
gaps concern former audit reporting models. However, the content,
wording and format of the current auditor’s report meets only few of
these suggestions. Considering the extensive list of suggestions for
narrowing audit reporting-related gaps, financial statement users
should be far from satisfied with the current auditor’s report. Research
conducted by Vanstraelen et al. (2012) shows that not all suggested
improvements seem to be relevant for users’ decision-making
processes. Furthermore, some changes from the former to the current
reports are contradictory. While financial statement users generally
request more entity-specific and less general information (e.g. Gray et
al. 2011; Vanstraelen et al. 2012), the non-entity-specific Auditor’s
responsibility section in the current report has been extended.
In order to provide a further alternative63 when answering the second
research question a user-oriented auditor’s report is constructed. This
audit reporting model takes into account Swedish financial statement
users’ perceptions of what information – including existing
information and suggested improvements – they perceive as necessary
for decision-making.
The construction of the user-oriented audit reporting model is
described in Section 9.1 and 9.2. Based on this alternative auditor’s
report, an additional set of propositions is outlined (see Section 9.3).

The former audit reporting model corresponds to the auditor’s report for limited companies
in use before the audit reporting model change in 2017 in accordance with RevR 709 (see
FAR 2016a). The current one corresponds to the auditor’s report for limited and publicinterest entities in use after the audit reporting model change in accordance with ReR 700 &
RevR 701 (see FAR 2016d, e).
62

63

The audit reporting model proposed by Vanstraelen et al. (2012) is probably not applicable
to the Swedish context with its management audit.
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9.1
Developing a user-oriented auditor’s report
For a meaningful construction of the Swedish user-oriented auditor’s
report, Swedish financial statement user representatives were
interviewed. The objective was to find common ground among the
interviewees regarding the information that, in their opinions, should
be included in an auditor’s report facilitating users’ decision-making
processes. For the final construction of the user-oriented auditor’s
report, authorised public accountants from a Big 4 accounting firm
were asked to provide data that correspond to the interviewees’
suggestions. Further, academic colleagues gave feedback on the
constructed Swedish user-oriented audit reporting model.
The interviewed user representatives consisted of four academics with
previous work experience in Big 4 accounting firms (hereafter referred
to as “auditing academics”) and two representatives from financial
statement user organisations (henceforth called “user organisation
representatives”). Auditing academics included three former auditors
and one tax lawyer. The interviewees were chosen as they were
assumed to have the necessary insight into audit work and possess the
capacity to critically assess financial statement users’ needs and
possible effects of changes to the audit reporting model on users’
decision-making processes.
User organisation representatives included representatives from the
Swedish Saving Banks Association (Sparbankernas riksförbund) and
the Swedish Shareholders’ Association (Aktiespararna). User
organisation representatives were expected to express an opinion on
what auditor’s report information users may benefit from in their
decision-making processes without being influenced by concerns for
how auditors might implement this information. In an initial phase
other key financial statement user representatives were also contacted.
Many however, including investment companies and bank
headquarters, declined to grant an interview.
The auditors that assisted the construction of the user-oriented
auditor’s report were two authorised public accountants, a partner and
a head of department, from a Big 4 accounting firm (hereafter referred
to as “high-ranking auditors”).
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The colleagues that gave feedback on the constructed report were two
other academics with work experience as authorised public
accountants in Big 4 accounting firms (hereafter referred to as
“academic colleagues”). Table 9.1 provides an overview over the
participants involved in the construction of the user-oriented auditor’s
report.

Table 9.1 Participants in the construction of the user-oriented auditor’s report.

User representatives

High-ranking
auditors

Academic colleagues

2 authorised public
accountants (a partner
and a head of
department) from a
Swedish Big 4
accounting firm

2 (additional) academics
with work experience as
authorised public
accountants in Big 4
accounting firms

Data provision

Feedback



Auditing
academics
4 academics with
previous work
experience in Big 4
accounting firms
 User
organisation
representatives
1 representative
from the Swedish
Saving Banks
Association and
1 representative
from the Swedish
Shareholders’
Association
Interviews

The development process of the Swedish user-oriented auditor’s report
is presented below.
A combination of structured and semi-structured interview methods
(cf. Bryman & Bell 2015) was considered useful as the investigation
had, on the one hand, a clear focus on suggested improvements to the
audit reporting model made in previous research. On the other hand,
it aimed to understand why the interviewees would approve or
disapprove these suggestions.
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The interviews were preceded by a presentation of the purpose of the
interview and a brief discussion of the former auditor’s report64.
Furthermore, the interviewees were informed about the changes of the
former audit reporting model. To start, the interviewees were asked to
what extent they made use of the auditor’s report and to assess its value
(cf. Vanstraelen et al. 2012). In this context, the definitions of the audit
information and the audit communication gap as outlined in
Subsection 8.2.3 were provided. Throughout the whole interview,
interviewees were asked to adopt a user’s perspective.
The bulk of the interview questions dealt with concrete suggestions
concerning improvements to the audit reporting model provided by
previous research. This part was structured following Table 8.3–8.5
and thus included questions concerning the content, wording and
format of auditor’s reports. Due to the given set of questions and the
fixed range of answers (“yes”, “no” or “I do not know”), this part of the
interview rather resembles the structured interview method (cf.
Bryman & Bell 2015; Patton 2015).
The interviewees were also asked to argue for or against the suggested
improvements to the audit reporting model provided by previous
research and to make their own suggestions. The argumentation for or
against suggestions made in previous research was of interest in order
to understand the interviewees’ points of view. These kinds of
questions are in line with the qualitative interview method that allows
follow-up questions when needed (cf. Bryman & Bell 2015). Because of
the impact imposed by the Swedish management audit on the Swedish
audit reporting model, it was considered important to give room to the
interviewees’ own suggestions.
Interviews were conducted in the interviewees’ offices or in locations at
their suggestions and lasted between one and one and a half hours. All
interviews were recorded and transcribed (cf. Patton 2015). The
interviewees were asked to read the transcribed and analysed material
in order to ensure that their answers were not misinterpreted (cf.
Holstein & Gubrium 2003). Interview findings were then compared
64

Since the interviews were conducted prior to the implementation of the current audit
reporting model, the former auditor’s report was used to introduce the interviews.
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with findings from previous research and used to construct a Swedish
user-oriented audit reporting model.
For the analysis, the answers were compiled in a single document to
evaluate whether the interviewees approved or disapproved the
suggested changes and how their argumentation was carried out. For
the construction of the Swedish user-oriented audit reporting model,
the answers of the user organisation representatives compared with
those of the auditing academics were weighted heavier, since user
organisation representatives were assumed to devote themselves on a
daily basis to thoughts related to auditing and the auditor’s report. It
turned out that only one of the interviewees (a user organisation
representative) regularly used the auditor’s report in her work.
Therefore, her answers were weighted heaviest. Another reason why
the answers of the user organisation representatives were given greater
weight was the way they reasoned. While auditing academics could find
it hard to adopt a user’s perspective65, the reasoning of the user
organisation representative was dominated by considerations whether
the suggested improvements to the auditor’s report were of value for
financial statement users’ decision- making processes66.
Based on the compilation of the interviewees’ suggestions for
improvement to the former auditor’s report, the high-ranking auditors
were asked to assist in the formulation of the user-oriented report. Due
to anonymity, the data used for the constructed auditor’s report was
not based on a single audit case, but on the auditors’ estimates of how
a typical audit case could be conducted. In their assessment, the highranking auditors were asked to assume audit cases for listed companies
that had resulted in unqualified auditor’s reports the last years.
Based on the feedback from the academic colleagues, a few linguistic
adjustments were made.
One of the auditing academics put it as follows: “It feels as if one is quite limited to how it
works in the auditing industry today and how it has been a million years ago or so. That’s
why it is so hard to reason from an entirely new perspective”.
65

User organisation representatives gave reasons as such: “This would add value.”, “As a
user, what does this mean in terms of increased information?” or “I am not sure what
conclusions users could draw from this.”
66
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The methodological choices made to construct the user-oriented
auditor’s report, such as the selection of interviewees, led to one of
many possible user-oriented reports. To ask auditors to assist in the
construction of a user-oriented auditor’s report may seem
inconvenient. However, this latter choice was meant to give a report
that, on the one hand, takes into account financial statement users’
requests and, on the other hand, that auditors could provide data for.
In some cases, which will be specified in the following section, the highranking auditors did not provide formulations in line with the
interviewees’ desires. Considering the historical trend towards a
reduction of entity-specific information outlined in the previous part of
the dissertation, the construction of an auditor’s report without
intervention by auditors (and maybe even without auditing academics)
would probably have led to an auditor’s report with more entityspecific information. The user-oriented auditor’s report presented in
the following section can thus be seen as a first step towards Swedish
financial statement users’ perceptions of how an auditor’s report
should be formulated.

9.2
The constructed user-oriented auditor’s report
In this section, the constructed user-oriented auditor’s report is
presented along with the interviewees’ perceptions, their arguments for
this report and, where necessary, comments provided by the highranking auditors67. The user-oriented auditor’s report is written for a
fictitious public limited company “ABC AB (publ)” for 2015 by a
fictitious audit firm “Audit firm AB” and a fictitious authorised public
accountant “Anders Andersson” as auditor in charge.
The overall interview findings showed that a majority of the
interviewees had a divided opinion on the value of the former audit
reporting model. On the one hand, the unmodified report gives
assurance and is valuable therefore. On the other hand, it does not
provide specific information about the audited entity and is thus
67

Cases where all or a majority of the interviewees objected to improvements suggested in
previous research are not reported. Further, only those opinions are reported that were
shared by all or a majority of the interviewees.
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considered inconsequential for users’ decision-making processes.
Furthermore, one of the auditing academics noted that users do not
read the (former) auditor’s report. One of the user organisation
representatives argued for an increase in entity-specific information as
follows:
If you read 500 auditor’s reports and you read the same things over
and over again, this is not particularly valuable. It is the companyspecific information that is of interest.

As indicated in this quotation, the interviewees generally requested less
standardised information. Detailed descriptions of the responsibilities
of corporate management and the auditor in a standardised text format
were not perceived as information of interest by any of the
interviewees. Some interviewees added that descriptions of the
responsibilities of corporate management and the auditor respectively
rather have the opposite effect – to describe what the auditor is not
responsible for. “You get the impression that the auditing profession
wants to save its bacon.”, was how one of the auditing academics
described the Responsibility sections in the former auditor’s report.
General/standardised information was only considered necessary
concerning the auditor’s general conclusions and when explaining
technical terms and concepts explicitly addressed in the report.
The format of the user-oriented auditor’s report is similar to the
current auditor’s report (cf. FAR 2016d, e). The division into the Report
on the annual accounts and the Report on other legal and regulatory
requirements, is maintained. Presenting the auditor’s opinions at the
beginning of these two reports was considered a good idea according to
most of the financial statement user representatives. The reports of the
user-oriented auditor’s report consequently start with Opinions
sections followed by Basis for Opinions sections.
All interviewees agreed that the auditor should provide information
concerning the audit findings beyond the current information provided
in the Opinions section. “More nuances” and “more entity-specific
information” was thus requested. However, when asked how the
interviewees would formulate alternative information on the quality
and reliability of the financial statements, none could provide
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practicable input. One of the user organisation representatives
criticised the term “present fairly”68 and argued as follows:
That is a pretty difficult thing to convey. I believe that the term
“present fairly” may not be the best formulation. As an auditor, you
probably have become accustomed to it. You know what it means and
you have used it all the years, but you might have ignored that it is
misinterpreted all the time.

When asking the high-ranking auditors about alternative formulations,
they could not come up with any suggestions. Therefore, the Opinions
section of the Report on the annual accounts resembles the one in the
current auditor’s report (cf. IFAC 2015a; FAR 2016d). The reference to
International Auditing Standards and generally accepted auditing
standards in Sweden, however, was added and the auditor’s
recommendation was emphasised in accordance with the request of a
majority of the interviewees. The introduction and the first section of
the Report on the annual accounts were formulated as follows:
AUDITOR’S REPORT
To the general meeting of shareholders of ABC AB (publ), corporate
identity number 556556-5565.

Report on the annual accounts
Opinions
We have audited the annual accounts of ABC AB (publ) for the year
2015 in accordance with International Standards on Auditing (ISA)
and generally accepted auditing standards in Sweden.
In our opinion, the annual accounts have been prepared in
accordance with the Annual Accounts Act and present fairly, in all
material respects, the financial position of ABC AB (publ) as of 31
December 2015 and its financial performance for the year then ended
in accordance with the Annual Accounts Act. The statutory
administration report is consistent with the other parts of the annual
accounts.
>

We therefore recommend that the general meeting of
shareholders adopt the income statement and balance sheet.

The term is included in the following sentence: “In our opinion, the annual accounts have
been prepared in accordance with the Annual Accounts Act and present fairly, in all material
respects, the financial position of ABC AB as of 31 December 2015 and of its financial
performance and its cash flows for the year then ended in accordance with the Annual
Accounts Act.” (FAR 2016a)
68
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In the subsequent Basis for Opinions section, general/standardised
information was replaced by information on materiality levels, the
auditor’s risk assessment and the audited company’s internal control
in accordance with a majority of the interviewees’ request. All but one
of the interviewees assumed that the disclosure of materiality levels
probably has a positive impact on financial statement users’ decisionmaking processes because it provides users with information about the
extent of the audit and indirectly with an indication of the assurance
given by the auditor. Furthermore, the information on the method used
for determining materiality levels, benchmarks and explanations of the
concepts “materiality” and “material misstatement” were considered
necessary. Descriptions in the International Framework for
Assurance Engagements (IFAC 2005:47), the current auditor’s report
(IFAC 2015a; FAR 2016d) and ISA 320 (IFAC 2009b) guided these
explanations. Two materiality levels, comparisons with materiality
levels for the previous year (as benchmarks) and information on the
method used for determining materiality levels were provided by the
high-ranking auditors. The Materiality section is worded as follows:
Basis for Opinions
Materiality
Materiality is relevant when we assess whether the subject matter
information is free from misstatements. Misstatements can arise
from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these annual
accounts. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may
involve
collusion,
forgery,
intentional
omissions,
misrepresentations, or the override of internal control.
In our audit of ABC AB (publ) for the year 2015, we have assumed the
following materiality levels. The materiality level for the annual
accounts as a whole, i.e. tolerable misstatements for the annual
accounts as a whole, amount to SEK 10.5 million (previous year SEK
9.5 million) and performance materiality, i.e. tolerable
misstatements for individual errors, amount to SEK 525 thousand
(previous year SEK 475 thousand).
The circumstances related to some misstatements may cause us to
evaluate them as material even if they are below materiality.
The determination of materiality levels is a matter of our professional
judgement that includes taking into account the company’s
profitability, maturity and risk profile. In determining the materiality
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level for the annual accounts as a whole, we have assumed 0.5 percent
of ABC AB’s (publ) turnover in the year 2015, which corresponds to a
reference measure for listed companies. In determining the level for
performance materiality, we have assumed 5 percent of the
materiality level for the annual accounts as a whole.
During our audit, we had no reason to revise the above-disclosed
materiality levels.

Most of the interviewees requested that the auditor give a risk
assessment along with some kind of benchmark. They argued that it
would indicate what the auditor focused on. It was considered to be
information that is easy for auditors to access and users to understand.
An overview of the assessed risk of material misstatements (inherent
and control risk) for relevant accounts of the (fictitious) balance sheet
and income statement of ABC AB (publ) as well as a comparison of the
risk assessment for the previous year (as a benchmark) was provided
by the high-ranking auditors. In accordance with some interviewees’
suggestions, an explanation of audit risk according to descriptions in
ISA 200 (cf. IFAC 2009a) was added. The Risk assessment section is
formulated as follows (further risks are described in a Key Audit
Matters section, see below):
Risk assessment
The risk that we express an inappropriate audit opinion when the
annual accounts are materially misstated (audit risk) is a function of
the risks of material misstatement and detection risk.
The risk of material misstatements is defined as the risk that the
annual accounts are materially misstated prior to our audit and can
assume the following values: “minimal”, “low”, “medium”, “high” or
“significant”.
Detection risk is defined as the risk that the procedures we perform
to reduce audit risk to an acceptably low level will not detect a
misstatement that exists and that could be material, either
individually or when aggregated with other misstatements. In our
audit of ABC AB (publ) for the year 2015, we have assessed the
account balances to be classified as material and the risk of material
misstatements in these account balances. Our audit procedures are
in line with these assessments. The classification is shown in the
following table.
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Account
Assets

Risk assessment

Intangible assets
Tangible assets
Inventories

Significant
Minimal

Accounts receivable



Low concerning routine
data



Significant concerning
obsolescence valuation



Low concerning routine
data



High concerning
valuation of doubtful
receivables

Prepaid expenses and accrued
income

Minimal

Cash and bank balances

Minimal

Liabilities
Accounts payable
Accrued expenses and deferred
income

Low
Low

Income statement
Net sales
Goods for resale

Significant

Other external costs
Employee benefit expenses
Depreciation/amortization and
impairment of tangible and
intangible assets



Low concerning routine
data



Significant concerning
obsolescence valuation

Minimal
Minimal


Minimal concerning
depreciation and
impairment of tangible
assets



Significant concerning
impairment of
intangible assets

Our risk assessment of ABC AB (publ) for the year 2015 has not
changed compared with the previous year. During our audit, we had
no reason to revise the above-disclosed risk assessment.

All but one of the interviewees requested information concerning the
company’s internal control system as assessed by the auditor.
However, the high-ranking auditors did not want to disclose this
information. Instead, they suggested the following formulation:
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The company’s internal control
In our audit of ABC AB (publ) for the year 2015, we have assessed the
company’s internal control. Based on this assessment, we chose to
rely on the company’s internal control and to conduct tests of control.

Entity-specific information concerning identified risk areas,
summarised as key audit matters, was assumed to be valuable
information for financial statement users’ decision-making processes
by all but one of the interviewees. A description of these areas was
exactly what these interviewees assumed financial statement users
desire. Information about how the auditor addressed the identified risk
areas including factors that affect these areas was thought to be of
interest for users. Most of the interviewees further considered the
auditor’s use of his/her professional judgement, internal models,
assumptions, and/or management’s explanations in connection with
key audit matters to be valuable information. To require the auditor to
provide information about the conclusions concerning identified key
audit matters was self-evident for all but one of the interviewees.
The high-ranking auditors provided descriptions of three key audit
matters. However, referring to ISA 701:A47 (IFAC 2015b), they refused
to provide separate conclusions concerning the key audit matters. The
Key Audit Matters section, which is introduced with the same
explanatory text as in the current auditor’s report (cf. FAR 2016e), is
formulated as follows:
Key Audit Matters
Key audit matters of the audit are those matters that, in our
professional judgment, were of most significance in our audit of the
annual accounts of the current period. These matters were addressed
in the context of our audit of the annual accounts as a whole, and in
forming our opinion thereon, but we do not provide separate
opinions on these matters.
Intangible assets
In our audit of ABC AB (publ) for the year 2015, the impairment test
of intangible assets has been identified as a key audit matter.
The impairment test of tangible assets has been assessed as a key
audit matter, because difficult, complex and subjective judgements
with several parameters such as future cash flows and a discount rate
constitute the basis for the company’s valuation of these assets.
Actual results may differ from these valuations if different
assessments are made. These actual results may have a significant
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impact on the annual accounts and thus on the economic decisions
made by financial statement users. For a detailed description of the
company’s way of treating the impairment test, see note 2 and 16 of
the company’s annual report.
In our audit of the impairment test of the company’s intangible assets
we have, among other things, reviewed the accuracy of past forecasts
of intangible assets in order to validate the company’s own models
for the calculation of the impairment. We also recalculated the
company’s models and obtained audit evidence to confirm the
accuracy or likely accuracy of significant parameters included in the
assessment.
Our audit procedures to address the risk of material misstatements
concerning the valuation of the impairment test of intangible assets
also include assessments made by experts in the field who calculated
the valuation of intangible assets using their own models.
Inventories
A further key audit matter we identified in our audit of ABC AB (publ)
for the year 2015 is the impairment test of inventories.
The impairment test of inventories has been considered a key audit
matter because the valuation of inventories is based on subjective
assessments such as the value of future sales prices. Actual results
may differ from these valuations if different assessments are made.
These actual results may have a significant impact on the annual
accounts and thus on the economic decisions made by financial
statement users. For a detailed description of the company’s way of
treating the impairment test, see note 2 and 21 of the company’s
annual report.
In our audit of the impairment test of the company’s inventories we
have, among other things, reviewed the accuracy of earlier forecasts
of inventories in order to validate the company’s own models for the
calculation of the impairment. We also recalculated the company’s
models and obtained audit evidence to confirm the accuracy or likely
accuracy of significant parameters included in the assessment.
Net sales
A third key audit matter we identified in our audit of ABC AB (publ)
for the year 2015 is the company’s net sales.
Net sales have been assessed as a key audit matter because errors
such as incorrect accruals may have a significant impact on the
annual accounts and thus on the economic decisions made by
financial statement users. Furthermore, net sales are of great
importance for the company’s market capitalization. For a detailed
description of the company’s net sales, see note 3 of the company’s
annual report.
Our audit procedures to address the risk of material misstatements
regarding net sales, in addition to our audit of the company’s own
controls, were focused on the distribution of revenue around the
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balance sheet date and included detailed examinations of documents
such as invoices, delivery notes and pick lists. We also conducted data
analyses of sales accounts and audited manual bookings in order to
reduce the risk of material misstatements.

The interviewees generally considered information about the audit
team to be of importance to users’ decision-making processes. While
information on the engagement partner’s auditing experience was
considered valuable information for financial statement users by a
majority of the interviewees, information on his/her specific industry
experience was not. The user organisation representative that regularly
used auditor’s reports in her work, however, requested information
about the signing auditor’s experience of conducting audits of listed
companies as she had observed problems related to auditors’
knowledge in relation to such companies. Informing financial
statement users about the composition of the audit team was approved
by a majority of the interviewees. One of the user organisation
representatives argued that the information would provide financial
statement users with insights into the completeness of the audit and
the experiences used. Concerning information on the involvement of
specialists, all but one of the interviewees voted for this suggestion.
The information provided by the high-ranking auditors was formulated
as follows:
Audit team
The signing auditor’s experience
The signing auditor was authorised in the year 1995 and has been
auditor in charge for public limited companies since the year 2008.
The composition of the audit team
The team that conducted the audit of ABC AB (publ) for 2015
consisted of associates, seniors, managers and partners. Associates
have usually worked as auditors between zero and two years and
perform a large part of the audit procedures. Seniors have usually
worked as auditors between two and five years and direct the day-today performance of the audit. Seniors have usually worked as
auditors between five and ten years and lead the audit. Partners have
usually worked as auditors for at least ten years and are responsible
for the audit.
The composition of the audit team is shown in the table below.
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Title

No. of auditors

Associates

4

Seniors

2

Managers

1

Partners

2

Specialists
In the audit of ABC AB (publ) for the year 2015 specialists were
involved in the following fields:
Field of expertise

No. of specialists

Accounting specialist

1

IT specialists

2

Tax specialist

1

The interviewees generally assumed that information about the
auditor’s independence of the audited entity is of considerable
importance to users. A straight independence statement was requested
and worded according to the one provided in the first Basis for
Opinions section of the current auditor’s report (cf. IFAC 2015a; FAR
2016d). Furthermore, all but one of the interviewees agreed that the
information on the importance of the audited entity for the audit firm
in terms of revenue from the audited entity in relation to total revenue
for the audit firm and office was valuable information for financial
statement users. It was argued that the information was easy to access
by auditors and hard to manipulate. Some of the interviewees
suggested that even the revenue from the audited entity in relation to
total revenue of the engagement partner should be disclosed because
independence above all could be better obtained on this level.
Disclosure of the audited entity’s financial importance to the audit
firm, office and engagement partner was assumed to be relevant for
users only if it exceeded a certain percentage. Both five and ten percent
were suggested as such a threshold. All but one of the interviewees also
requested information about the provision of non-audit services to the
audited entity and information about the duration of audit firm and
audit partner tenure. A threshold value of five percent was suggested
for the information about the provision of non-audit services.
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The high-ranking auditors provided the requested information as
follows:
Auditor’s independence
We are independent of ABC AB (publ) in accordance with
professional ethics for accountants in Sweden and have otherwise
fulfilled our ethical responsibilities in accordance with these
requirements.
Importance of the audit in terms of revenue
Revenue for the audit of ABC AB (publ) for the year 2015 amount to
13 percent of the signing auditor’s total revenue for audit
engagements that year. Revenue for the audit of ABC AB (publ) for
the year 2015 are less than five percent of both the revenue obtained
by the local audit office and by the audit firm for audit engagements
that year.
Non-audit services
Non-audit services amount to 11 percent of the time spent on the
audit of ABC AB (publ) for the year 2015. Revenue for non-audit
services amount to 17 percent of the revenue for the audit of ABC AB
(publ) for the year 2015.
Audit rotation
The signing auditor has been auditor in charge for ABC AB (publ)
since the year 2010. The audit of ABC AB (publ) has been conducted
by auditors of Audit firm AB since the year 1995.

In accordance with suggestions made by a majority of the interviewees,
the Opinions section of the Report on other legal and regulatory
requirements resembles the one presented in the current auditor’s
report (cf. FAR 2016d). However, the reference to generally accepted
auditing standards in Sweden was added and the auditors’
recommendation emphasised in accordance with the request from
most of the interviewees. Also the Basis for Opinions section has
similarities to the corresponding one in the current auditor’s report (cf.
FAR 2016d). Furthermore, concerning materiality, explanations are
added guided by ISA 320 (cf. IFAC 2009b). The first sections of the
Report on other legal and regulatory requirements are formulated as
follows:
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Report on other legal and regulatory requirements
Opinions
In addition to our audit of the annual accounts, we have also audited
the administration of the Board of Directors and the Managing
Director of ABC AB (publ) for the year 2015 and the proposed
appropriations of the company’s profit or loss in accordance with
generally accepted auditing standards in Sweden.
>

We recommend to the general meeting of shareholders that
the profit be appropriated in accordance with the proposal in
the statutory administration report and that the members of
the Board of Directors and the Managing Director be
discharged from liability for the financial year.

Basis for Opinions
Our audit of the administration of the Board of Directors and the
Managing Director of ABC AB (publ) for the year 2015 and the
proposed appropriations of the company’s profit or loss is based
primarily on the audit of the accounts. Additional audit procedures
performed are based on our professional judgement with starting
point in risk and materiality.
The fact that circumstances related to some misstatements may
cause us to evaluate them as material even if they are below
materiality applies in particular to the audit of the Board of Directors’
and the Managing Director’s administration.

For the remaining sections of the Report on other legal and regulatory
requirements, the high-ranking auditors proposed references to the
Report on the annual accounts as follows:
Key Audit Matters
In our audit of the administration of the Board of Directors and the
Managing Director of ABC AB (publ) for the year 2015 we have not
identified further key audit matters than those described in the
Report on the annual accounts above.
Audit team
Information about the audit team is given in the Report on the
annual accounts above.
Auditor’s independence
Information about the auditor’s independence is given in the Report
on the annual accounts above.

Disclosure of the engagement partner’s name and signature was
considered self-evident for all interviewees. The termination of the
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user-oriented auditor’s report corresponds to what Swedish financial
statement users are used to:
Stockholm, 1 April 2016
Audit firm AB
Anders Andersson
Authorised Public Accountant

The Swedish user-oriented auditor’s report as a whole is presented in
Appendix XI.

9.3
A second set of propositions
When investigating how dissatisfaction with and misperceptions of
audit reporting can be reduced in order to support financial statement
users’ decision-making processes, the construction of a Swedish useroriented audit reporting model allows a greater number of possible
outcomes. From a system view perspective (see Subsection 8.3.1), the
effects of not only the former and the current, but also the abovedescribed user-oriented audit reporting model can be evaluated.
In the previous part of this dissertation, the former auditor’s report is
characterised as a representation of the monitoring paradigm. The
current auditor’s report possibly means a shift from the monitoring
towards the information paradigm and thus a reduction of the audit
information gap and the audit communication gap. However, there is
a contradiction between the extension of the Auditor’s responsibility
section in the current report and the request for less
general/standardised information (see Subsection 8.3.2). Also,
findings in previous research show that key audit matter disclosure
might lead to user perceptions not in line with the information
paradigm (cf. Bédard et al. 2016; Boolaky & Quick 2016). In spite of
such potential discrepancies it is more likely that the current report
narrows the audit information and the audit communication gap
compared with the former one.
The Swedish user-oriented auditor’s report, although containing far
from all of the suggested improvements outlined in Subsection 8.3.2–
8.3.4, possibly initiates a further shift towards the information
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paradigm and a further narrowing of the audit information and the
audit communication gap. As the three audit reporting models
represent fundamental differences, in addition to an evaluation of
different variables’ impact (see Subsection 8.3.5) on the audit
information and audit communication gap, the impact of combined
variable settings or systems that are represented through these three
reports is of interest.
Drawing on previous research findings about financial statement users’
perceived needs to make informed decisions presented so far in this
part of the dissertation, the following system view propositions are
suggested.
 P3a: The current auditor’s report leads to a narrower audit
information gap than the former auditor’s report.
 P3b: The user-oriented auditor’s report leads to a narrower
audit information gap than the former auditor’s report.
 P3c: The user-oriented auditor’s report leads to a narrower audit
information gap than the current auditor’s report.
 P4a: The current auditor’s report leads to a narrower audit
communication gap than the former auditor’s report.
 P4b: The user-oriented auditor’s report leads to a narrower
audit communication gap than the former auditor’s report.
 P4c: The user-oriented auditor’s report leads to a narrower
audit communication gap than the current auditor’s report.
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10 Method
As mentioned in the previous chapter, a vignette experiment was
conducted with Swedish financial statement users to answer RQ2. This
chapter presents the methodological settings for the vignette
experiment, including the research design and participants (see
Section 10.1), the dependent variable measures (see Section 10.2), the
experimental manipulations (see Section 10.3) and the procedures (see
Section 10.4).

10.1 Research design and participants
Vignette experiments provide participants with “carefully constructed
and realistic scenarios to assess dependent variables including
intentions, attitudes, and behaviors” (Aguinis & Bradley 2014:2).
Moreover, vignette experiments combine ideas from classical
experiments and survey methodology to counterbalance each
approach’s weakness when it comes to validity (Atzmüller & Steiner
2010). Whereas traditional surveys show high external but low internal
validity, classic experimental designs sacrifice external validity to
provide high internal validity due to controlled but unrealistic
interventions. Vignette experiments thus try to overcome the
limitations of the two above-mentioned methodological approaches
(Sniderman & Grob 1996; Atzmüller & Steiner 2010).
Basis for vignettes
The vignettes used in the experiment are based on the following three
auditor’s reports:
 the former auditor’s report (AR1): The Swedish
unqualified auditor’s report used before the audit reporting
model change in 2017 (see Appendix XI);
 the current auditor’s report (AR2): The Swedish
unqualified auditor’s report for a listed and public-interest entity
after the audit reporting model change in 2017 (see Appendix
XI); and
 the user-oriented auditor’s report (AR3): The auditor’s
report constructed in Chapter 9 of this dissertation (see
Appendix XI).
229

The former auditor’s report (AR1) is a report for a listed, non-group
company. The listed company criterion was chosen in order to make
the report comparable with a report after the change that includes a
Key Audit Matters section69. In order to keep the vignette experiment
as simple as possible, a non-group auditor’s report was chosen.
As the vignette experiment was planned and conducted prior to the
introduction of the current auditor’s report (AR2), an auditor’s report
for a listed company was constructed based on the recommendations70
drafted by FAR (cf. 2016b). This auditor’s report was then adjusted to
fit a non-group company to keep the experiment comparable and as
simple as possible. For the same purpose the Other information than
the annual accounts section was not included in the experiment.
Further, an entity-specific Key Audit Matters section with three such
matters was composed based on guidance from the high-ranking
auditors who provided the data for the Swedish user-oriented auditor’s
report. The key audit matters of AR2 and AR3 are therefore identical.
Additional standardised text about the auditor’s work was placed
within the body of the auditor’s report71. It was reasoned that financial
statement users who read this text for the first time, i.e. the participants
in the experiment, would appreciate new (standardised) information to
be placed within the body of the auditor’s report.
All auditor’s reports were constructed for the fictive company “ABC AB
(publ)” for 2015 and dated 1 April 2016. Furthermore, all auditor’s
reports were signed in the capital of Sweden (Stockholm) by a fictitious
auditing company “Revisionsbolaget AB” and a fictitious authorised
public accountants named “Anders Andersson”, common Swedish
69

As shown in Section 5.5, entity-specific information disclosed as key audit matters in the
auditor’s report after the audit reporting model change in 2017 (the current auditor’s report)
is only mandatory in auditor’s reports for listed and public-interest entities.
70

The drafted recommendations RevR 700 and Rev R701 were sent out for consultation in
June 2016. Compared with the recommendations that were published 12 October 2016
(FAR 2016b) and that are applicable from financial years ending 31 December 2016 or later,
the recommendations used for the vignettes only deviate in a few words. The changes are
highlighted in AR2 (see Appendix XI).
According to FAR (2016b, d) this text can either be placed within the body of the auditor’s
report or in an appendix.
71
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names. For further descriptions of all the vignettes (i.e. auditor’s
reports) used in the experiment, see Section 10.3.
Between-subject design
The between-subject design (as opposed to the within-subject design)
where participants read and evaluate only one vignette (auditor’s
report) (cf. Atzmüller & Steiner 2010; Aguinis & Bradley 2014) was
applied for two reasons. One was the length of the auditor’s reports
included in the vignette experiment. Whereas AR1 consists of relatively
easily manageable 626 words, AR2 consists of 2,326 words and AR3 of
1,868 words. It was assumed that asking participants to read and
evaluate more than one auditor’s report would cause measurement
problems due to fatigue. Shortening the auditor’s reports through an
exclusion of certain parts was not considered an option. Had the second
part of the Swedish audit reporting model, the Report on other legal
and regulatory requirements, been excluded, the auditor’s report
would have been valuable for making comparisons of the research
findings in an international context. However, as one of the objectives
of the experiment was to measure financial statement users’ perceived
information needs, it was considered important to keep this part of the
audit reporting model. Swedish financial statement users would
probably have requested the information given in this second part as
they are used to it. The auditor’s reports were thus used as a whole to
provide realistic scenarios.
Another reason why the between-subject design was chosen was
learning effects (cf. Gavin 2008). It is reasonable to assume that the
evaluation of a second auditor’s report would have been influenced by
the knowledge gained through reading the first auditor’s report.
Participants
In the vignette experiment, students were used as the primary group to
represent financial statement users. In previous literature, students
often constitute “unsophisticated”, “naïve”, “less experienced” (Gold et
al. 2012), “reasonably knowledgeable” (Porter et al. 2009) or
“nonprofessional” (Elliot et al. 2007; Asare & Wright 2012) financial
statement users. Participating students (see Table 10.1) came from
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three Swedish universities (Karlstad University, Mid Sweden
University and University West).
In order to enhance the external validity of the vignette experiment,
bankers formed a second group to represent financial statement users.
Bankers are frequently regarded as important financial statement users
(McEnroe & Martens 2001; Chong & Pflugrath 2008; Asare & Wright
2012; Litjens et al. 2015). In the audit reporting literature, bankers
constitute “sophisticated” or “bona fide” financial statement users
(Nair & Rittenberg 1987; Kelly & Mohrweis 1989; Gold et al. 2012).
Participating bankers (see Table 10.1) came from nine different bank
offices and four different Swedish cities (Karlstad, Örebro, Skövde and
Sundsvall).

Table 10.1 Participants in the vignette experiment.

Unsophisticated users

Sophisticated users

121 Swedish students (with
at least basic knowledge in
the field of auditing)

42 Swedish bankers (with
credit responsibilities and an
average 22.5 years of work
experience in the field of
economy)

10.2 Dependent variable measures
The dependent variables in the vignette experiment are the audit
information gap and the audit communication gap as defined in the
frame of reference. As previous quantitative research on these gaps is
lacking, the building of multiple-item constructs to measure these
variables was guided by previous research in the field of auditing and
other research areas. Further, the items build on a deepening approach
where rephrased and more detailed questions are asked during the
experiment in order to increase the possibility to capture participants’
perceptions. All items are provided in Appendix XII.
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The audit information gap items
The audit information gap items include two levels of detail aimed at
deepening the understanding for information needs throughout the
vignette experiment. Financial statement users’ perceived information
needs, in relation to the vignettes (auditor’s reports) included in the
experiment, serve as proxies to measure the audit information gap.
Initial items to measure the audit information gap (first level of detail)
build on the perspectives on audit reporting addressed in Part I of this
dissertation (see Section 2.1). Information about the specific audit of
“ABC AB (publ)” relates to an information perspective, whereas general
(standardised) information in the auditor’s report relates to a
monitoring perspective. The items regarding entity-specific and
general information respectively are formulated as follows and are to
be answered on a five-point Likert scale with endpoints anchored by
“strongly disagree” (1) and “strongly agree” (5):
In order to facilitate my decision-making process, I would like to have…





… more information about the specific audit of ABC AB (publ).
… less information about the specific audit of ABC AB (publ).
… more information about auditing in general.
… less information about auditing in general.

For these items, it is assumed that the closer the mean values of the
participants’ answers concerning a particular auditor’s report are to 1
(strongly disagree), the narrower the audit information gap for this
particular auditor’s report.
Qualitative research within audit reporting (cf. MARC 2011;
Vanstraelen et al. 2012) was used for further audit information gap
items (second level of detail). Suggestions concerning improvements to
the content of the former audit reporting model have been grouped into
different categories (see Subsection 8.3.2). These categories are the
basis for these further audit information gap items. In addition, also
the auditor’s and corporate management’s responsibilities are
addressed in order to capture as many areas as possible included in the
auditor’s reports of the vignette experiment. The items, which are to be
answered with “more”, “less” or “neither more nor less”, are formulated
as follows:
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In order to facilitate my decision-making process, I would like to have…
 … information about the scope of an audit (what the auditor
generally has to do to conduct an audit).
 … information about the audit team that conducted the audit of
ABC AB (publ).
 … information about the independence of the auditor of ABC
AB (publ).
 … general information about the responsibilities of the board of
directors and the managing director.
 … general information about the responsibilities of the auditor
 … information about the audit process (what the auditor of ABC
AB (publ) did in concrete terms).
 … information about the results of the audit of ABC AB (publ)
(what the auditor of ABC AB (publ) concluded in more concrete
terms).
For these items, it is assumed that the more “neither more nor less”
answers there are concerning a particular auditor’s report, the
narrower the audit information gap is for this particular auditor’s
report. Furthermore, these items can be grouped into items that relate
to entity-specific information and items that relate to general
information.
The above-listed seven items (second level of detail) are assumed to
relate to either entity-specific or general information needs, i.e. the
four items on the first level of detail. The four items on the first level of
detail in turn are assumed to relate to perceived information needs in
general. The assumed relationships of the items on the two levels of
detail are displayed in Figure 10.1.
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Second level of
detail

First level of
detail

Perceived
information needs
concerning the…
Audit team
Auditor’s
independence
Audit process
Audit findings

Scope of the audit
Responsibilities of
corporate
management
Responsibilities of
the auditor

Perceived
information needs
concerning entityspecific information
(2 items)
Perceived
information needs
Perceived
information needs
concerning general
information
(2 items)

Figure 10.1 Model of items that are used to measure the audit information gap in
different levels of detail.

The audit communication gap items
The audit communication gap is measured in two different ways.
Although these are aimed at deepening the understanding of
participants’ perceived understanding of the auditor’s reports
throughout the vignette experiment, the audit communication gap
items do not imply different levels of detail. Rather the two ways of
measuring the audit communication gap can be seen as parallel
measures. Financial statement users’ perceived understanding of the
vignettes included in the experiment serve as proxies to measure the
audit communication gap.
The following items (first way of measuring) were to be answered on a
five-point Likert scale with endpoints anchored by “strongly disagree”
(1) and “strongly agree” (5). They are formulated as follows:
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The information in the auditor’s report is…





… understandable.
… clear.
… comprehensible.
… easy to read.

These items derive from information management research (Doll &
Torkzahdeh 1988) and creativity research (Besemer & O’Quin 1986;
Durand & VanHuss 1992) that address understandability and the
quality of communication.
For these audit communication gap items, it is assumed that the higher
the mean values of the participants’ answers concerning a particular
auditor’s report are, the narrower the audit communication gap for this
particular auditor’s report.
To further evaluate the perceived understandability of auditor’s reports
(second way of measuring), participants were asked to mark the words
in the auditor’s reports that they did not understand. It was elucidated
that they were to mark the words (or sentences) they would not be able
to explain to another person.
For these audit communication gap items, it is assumed that the lower
the weighted mean value of marked words in a particular auditor’s
report is, the narrower the audit communication gap for this particular
auditor’s report. The mean values of marked words were weighted to
enable a comparison between all vignettes in the experiment.
The investment decision
As outlined previously, for the auditor’s report to be valuable for
financial statement users, it should lead to a narrow audit information
and a narrow audit communication gap since financial statement users
are not served by information they receive in order to make informed
decisions but cannot understand. Moreover, information that financial
statement users receive and understand but do not need is superfluous.
Thus, participants were asked whether they would invest in the
company for which they had read the auditor’s report. Prior to their
reading, participants were asked to assume a willingness to invest. At
the same time they were told that they were free to change their minds
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after having read the report. The investment decision items were
supposed to measure whether the different vignettes provide assurance
and confirm participants’ previously assumed willingness to invest or
whether they give rise to uncertainties and therefore a reluctance to
invest.
Students were asked whether they would purchase shares and bankers
whether they would provide loans. If they were not inclined to invest in
the company, participants were asked to explain what information in
the auditor’s report made them refrain from their investment. The
investment decision questions were asked twice during the vignette
experiment in order to capture possible changes in the participants’
way of reasoning.
For the investment decision items, it was assumed that a high
proportion of participants that would not invest in one of the
companies (based on the auditor’s report) indicates considerable
problems with this particular report that can be related to the audit
information, the audit communication or both gaps. The investment
decision items thus allow a further analysis of the vignettes used in the
experiment.

10.3 Experimental manipulations
Possible vignettes, based on the different variables content, wording
and format, are presented in Subsection 10.3.1. For reasons outlined in
Subsection 10.3.2, not all possible vignettes were included in the
experiment.
Possible vignettes
The three auditor’s reports that were used as a basis for experimental
manipulations (AR1, AR2 and AR3) deviate with respect to the content
(C), the wording (W) and the format (F). Three levels of content (C1, C2
& C3), four levels of wording (W0, W1, W2 & W3) and two levels of
format (F1 & F2) were identified. A full factorial design including the
whole vignette population (cf. Atzmüller & Steiner 2010) would
therefore include 24 vignettes (or auditor’s reports) with the following
variable combinations (see Table 10.2). The three vignettes in boldface
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type correspond to the former (AR1b), the current (AR2f) and the
Swedish user-oriented auditor’s reports (AR3g).

Table 10.2 Possible vignettes to be included in the experiment.

F1
C1
C2
C3

W0
AR1a
AR2a
AR3a

W1
AR1b
AR2b
AR3b

F2
W2
AR1c
AR2c
AR3c

W3
AR1d
AR2d
AR3d

W0
AR1e
AR2e
AR3e

W1
AR1f
AR2f
AR3f

W2
AR1g
AR2g
AR3g

W3
AR1h
AR2h
AR3h

The content combinations (C1, C2 & C3)
The comparatively short and only non-entity-specific, i.e. standardised
information in AR1 represents the first content combination (C1). This
information includes introductions to the two parts of the former
Swedish auditor’s report (the Report on annual accounts and the
Report on other legal and regulatory requirements), information on
the responsibilities of the board of directors and the managing director,
information on the responsibilities of the auditor and the auditor’s
opinions and final information, i.e. the name of the audit firm, place,
date and name and title of the signing auditor. Due to its standardised
text format, it fits into the monitoring paradigm discussed in earlier
parts of this dissertation.
Compared with AR1, the content (C2) of AR2 is characterised by
additional non-entity-specific information and some entity-specific
information. The information provided in AR2 includes introductions
to the Report on annual accounts and the Report on other legal and
regulatory requirements, the auditor’s Opinions and Basis for
Opinions section, information on the responsibilities of the board of
directors and the managing director, and information on the
responsibilities of the auditors. The entity-specific information is about
key audit matters. Also AR2 contains final information, i.e. the name
of the audit firm, place, date and name and title of the signing auditor.
Furthermore, the auditor has to provide entity-specific information on
the date of his appointment.
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AR3, which represents the third content combination (C3), contains
less non-entity-specific information compared with AR1 and AR2. On
the other hand, there is a clear increase in entity-specific information.
The information provided in this report includes introductions to the
Report on annual accounts and the Report on other legal and
regulatory requirements, the auditor’s Opinions and Basis for
Opinions section including (entity-specific) information on
materiality, risk assessment and the auditor’s assessment of the
audited entity’s internal control system. Further, entity-specific
information is provided through a Key Audit Matters section,
information on the audit team and on independence issues. As well as
AR1 and AR2, AR3 contains final information, i.e. the name of the audit
firm, place, date and name and title of the signing auditor. Compared
with AR1, the entity-specific information in AR3 is increased.
The wording combinations (W0, W1, W2 & W3)
The wording of AR1 represents the wording combination “W1”. It does
not contain explanations of technical terms, but concepts explicitly
addressed in the report such as the scope of the audit and
responsibilities of the board of directors, the managing director and the
auditor(s).
The wording of AR2 represents the wording combination “W3”. It
contains explanations of technical terms (“key audit matters”,
“reasonable assurance” and “material misstatements”) and even more
explanations of concepts explicitly addressed in the report, i.e. more
information about the scope of the audit and the responsibilities of the
board of directors, the managing director and the auditor(s).
The wording of AR3 represents the wording combination “W2”. It
contains neither explanations of the scope of the audit nor the
responsibilities of the board of directors, the managing director and the
auditor. However, it does contain explanations of technical terms
(“materiality”, “materiality levels”, “material misstatements”, different
“risk concepts”, “key audit matters” and different “audit team levels”).
In order to test the audit communication gap, the additional wording
combination “W0” is suggested. It contains neither explanations of
technical terms nor explanations of concepts explicitly addressed in the
auditor’s report.
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The different wording combinations are summarised in Table 10.3.

Table 10.3 The wording combinations W0, W1, W2 and W3.

W0
W1 (AR1)
W2 (AR3)
W3 (AR2)

Scope of the audit
&
Responsibilities
No
Yes (some)
No
Yes (some more)

Technical
terms
No
No
Yes
Yes

The format combinations (F1 & F2)
The format of AR1 represents the first format combination (F1) and has
three main characteristics. Firstly, it consists of two parts, the Report
on the annual accounts and the Report on other legal and regulatory
requirements. Secondly, the Opinions sections are placed at the end of
both reports. Thirdly, non-entity-specific information is placed within
the body of the auditor’s report and not within an appendix.
The format (F2) of AR2 and AR3 differs from the first format
combination in one way: the Opinions sections in the second format
combination can instead be found at the beginning of both reports. The
second format combination thus also implies two parts: the Report on
the annual accounts and the Report on other legal and regulatory
requirements. Additional non-entity-specific information is placed
within the body of the auditor’s report72.
Chosen vignettes
In vignette experiments, the total vignette population (all possible
vignettes) is often reduced to a subset of vignettes (Atzmüller & Steiner
2010). The vignette population in this dissertation is reduced to a
subset of vignettes (chosen vignettes) based on the contextual justified
selection (cf. Steiner & Atzmüller 2006) presented below.

72

As mentioned above, according to FAR (2016b, d) this text can either be placed within the
body of the auditor’s report or within an appendix.
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As outlined earlier in this dissertation, previous audit reporting
research has identified an information and a communication gap
concerning the former audit reporting model (see Church et al. 2008;
MARC 2011; Asare & Wright 2012; Vanstraelen et al. 2012; Mock et al.
2013). Also the long-standing debate on and the recent changes of the
former audit reporting model confirm these audit reporting-related
gaps (IFAC 2015g, h; PCAOB 2013a, b; FRC 2014). It is thus assumed
that the focal point of the vignette experiment should be on alternatives
to the former auditor’s report, i.e. AR2 and AR3. As all the above
researchers and practitioners disapproved of the content of the former
auditor’s report (C1), the vignettes in the first row of Table 10.2 are thus
of minor interest and are – except for AR1b – excluded. From a system
view perspective, AR1b, which corresponds to the former auditor’s
report (AR1), is valuable because this vignette enables comparisons
with the vignettes AR2h and AR3g that correspond to the current and
the Swedish user-oriented auditor’s reports (see Table 10.4).

Table 10.4 Remaining vignettes after exclusion I.

F1
W0
C1
C2
C3

AR2a
AR3a

W1
AR1b
AR2b
AR3b

F2
W2

W3

W0

W1

W2

W3

AR2c
AR3c

AR2d
AR3d

AR2e
AR3e

AR2f
AR3f

AR2g
AR3g

AR2h
AR3h

To reduce the number of vignettes in the experiment to a manageable
level in terms of the number of participants needed for sound statistical
conclusions, it was further assumed that whether the auditor’s opinion
is placed at the beginning or at the end of an auditor’s report probably
is of minor importance for the audit information and audit
communication gap. This is in line with the findings of the research
study conducted by Vanstraelen et al. (2012:201): “Users generally
prefer application of the ‘substance over form’ principle when it comes
to the format of the audit report”. The vignettes – except for AR1b - in
the “F1-column” of Table 10.4 are thus excluded (see Table 10.5).
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Table 10.5 Remaining vignettes after exclusion II.

F1
W0
C1
C2
C3

W1
AR1b

F2
W2

W3

W0

W1

W2

W3

AR2e
AR3e

AR2f
AR3f

AR2g
AR3g

AR2h
AR3h

Although testing the remaining nine vignettes was considered of
interest in order to draw valuable conclusions, it was not practicable
since the number of participants needed for sound statistical
conclusions still would have had to be relatively high. AR2e, AR2g,
AR3f and AR3h were excluded, which reduced the vignettes (auditor’s
reports) to be included in the experiment from the possible twenty-four
to five vignettes where AR1b serves as a reference auditor’s report (see
Table 10.6). Students, who constitute the primary group to represent
financial statement users, were tested for all five vignettes. Due to
limited access, bankers were only tested for the three vignettes that
correspond to the former, the current and the Swedish user-oriented
auditor’s reports (vignettes in boldface type in Table 10.6).

Table 10.6 Chosen vignettes included in the experiment.

W0
C1
C2
C3

F1
W1
AR1b

F2
W2

W3

W0

W1

W2

AR2f
AR3e

W3
AR2h

AR3g

This reduction implies considerable limitations concerning the
variable view propositions (see Subsection 8.3.5). Given the chosen
vignette design, the only variable that can be isolated and measured
separately is “wording”. However, only W1 versus W3 and W0 versus
W2 can be measured separately, i.e. comparisons are possible within
the same set of content and format variables. Measuring, for instance,
W0 versus W1 or W0 versus W3 implies possible interaction effects
through changes in “content”. Measuring the variables “content” and
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“format” also implies possible interaction effects. However,
comparisons between vignettes other than AR2f versus AR2h and
AR3e versus AR3g can indicate which variables have an impact on the
audit information and the audit communication gap.
Concerning the system view propositions (see Section 9.3), all
propositions can be tested with the chosen vignette design. All
vignettes are provided in Appendix XI.

10.4 Experimental procedures
The vignettes included in the experiment (AR1b, AR2f, AR2h, AR3e
and AR3g) were discussed with academic colleagues with previous
work experience as auditors and minor linguistic adjustments were
made accordingly. Furthermore, the vignettes and the questions
included in the experiment were pretested in a pilot study with four
academic colleagues and six students pursuing a master’s degree in the
field of accounting. During the pilot study, a verbal protocol approach
(cf. Klersey & Mock 1989; Coram et al. 2011) was applied in which the
academic colleagues and students were asked to read the chosen
vignettes (auditor’s reports) and the experiment questions and to
“think aloud” while answering the questions. Their thoughts were used
to make adjustments to the vignettes and the experiment questions. An
experiment instrument was thus generated that limited the room for
unintended interpretations during the course of the pilot study.
The vignette experiment was conducted in three phases. Prior to the
first phase, participants were informed about the aim and structure of
the experiment (see Appendix XII). Additionally, they were asked to
imagine that they plan to buy shares in (provide loans to)73 the audited
company, that they had already checked the financial statements and
other publicly available information concerning the audited company,
and that they had a positive impression of the company’s future
performance so far. The participants were also informed that the
auditor’s report they were to receive might change their willingness to
invest in the audited company. Participants were not provided with any
73

The text in the brackets apply to bankers.
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additional information, financial or otherwise, about the audited
company or the auditor. This “context-free approach” was used in
order to minimise confounding effects and potential biases of the
results (cf. Kelly & Mohrweis 1989).
In the first phase, the five (three) different vignettes and a first set of
questions were randomly distributed to the students (bankers)
participating in the experiment. Each participant received only one
auditor’s report according to the between-subject design discussed in
Subsection 10.1.2. Participants were asked background questions, such
as demographic questions, questions about their domain knowledge
and their attitude towards the auditing profession. Background
questions, which follow previous audit reporting research conducted
by Gold et al. (2012), were asked to enable analyses that, as much as
possible, control for the demographic variability in the participants’
responses to the information and communication gap questions. After
participants answered the background questions they were asked to
read the auditor’s report. They were then asked questions related to the
audit information and the audit communication gap and about their
investment decision (see Figure 10.2). On completion, participants
returned the “Phase I questionnaire” to the researcher and received the
“Phase II questionnaire”.
In the second phase, participants were asked to reread the auditor’s
report in order to analyse it more deeply. They were then asked to
answer further questions related to the audit information and audit
communication gap and about a possible change regarding their
investment decision (see Figure 10.2). After the “Phase II
questionnaire” was completed, participants returned it and the
auditor’s report to the researcher and received the “Phase III
questionnaire”.
In the third phase, participants were asked manipulation check
questions (see Figure 10.2). The manipulation check questions build on
characteristics of the auditor’s reports included in the vignette
experiment.
All questionnaires were answered in the presence of the researcher.

244

Information
about the
experiment

PHASE I

PHASE II

PHASE III

Background
questions

xxxxxxxxxxxxx
xxxxxxxxxxxxx

1st reading of
vignette
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(1st level of
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information
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detail)
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communication gap
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(2nd way of
measuring)

Investment
decision I

Investment
decision II

Hand in of
auditor’s report

Hand in of
vignette

Figure 10.2 Overview of experimental procedures.
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11 Empirical findings concerning the vignette
experiment
In this chapter, the empirical findings of the vignette experiment are
outlined. Starting with sample demographics concerning the
participants (see Section 11.1), the manipulation checks are presented
in Section 11.2). Further, the preparations and preliminary testing of
the dependent variable constructs and the descriptive statistics
concerning these constructs are described (see Section 11.3 and 11.4).
The last two sections deal with the preparations of the independent
variables for comparisons of different vignettes (see Section 11.5) and
the regression analyses and Fisher’s exact tests conducted in order to
compare the vignettes (see Section 11.6).

11.1 Sample demographics concerning students and bankers
Of 121 students, 67 (55.4%) were female. The average student was 25.0
years old and had 0.73 years of work experience in business
administration. Moreover, the average student had read and assessed
1.3 financial statements and 0.8 auditor’s reports per month. On a scale
ranging from 1 (low) to 5 (high), students perceived themselves to have
moderate knowledge of financial accounting (µ = 3.4) and auditing (µ
= 2.5). Furthermore, students perceived the auditing profession to hold
a relatively high reputation level (µ = 4.2).
Of 42 bankers, 16 (38.1%) were female. The average banker was 46.2
years old and had 22.5 years of work experience in business
administration. Moreover, the average banker had read and assessed
13.0 financial statements and 9.3 auditor’s reports a month. Bankers
perceived themselves to have moderate knowledge of financial
accounting (µ = 3.667) and auditing (µ = 3.095) and the auditing
profession to hold a relatively high reputation level (µ = 4.1).
Comparing the average student to the average banker in one-way
ANOVA tests shows significant differences for all control variables but
gender, participants’ perceived knowledge of financial accounting and
their attitude towards the auditing profession.
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11.2 Manipulation checks
To verify the effectiveness of the manipulation of the vignettes AR1b,
AR2f & AR2h and AR3e & AR3g, participants were asked two questions
after they had completed the experiment.
Firstly, participants were asked whether they agreed or disagreed with
the statement “The auditor’s report that I read provided information
about the key audit matters identified by the auditor”. (Only AR1b did
not contain that information.) The question was to be answered with
“agree” or “do not agree”. Of the participants who read AR1b, 84.2
percent did not agree with the statement, while of the students who
read AR2f (bankers did not read AR2f) and the participants who read
AR2h, 94.7 percent agreed with the statement. Of the students who
read AR3e (bankers did not read AR3e) and the participants who read
AR3g, 98.7 percent agreed with the statement. The figures are
significantly different between AR1b and AR2h (p < 0.001) and
between AR1b and AR3g (p < 0.001) according to Pearson Chi-Square
tests, indicating successful manipulation. The manipulation check was
also successful when conducted separately for students and bankers.
The mean values are also significantly different between AR1b and
AR2f (p < 0.001) and between AR1b and AR3e (p < 0.001) for students
according to Pearson Chi-Square tests.
Secondly, participants were asked whether the auditor’s report that
they read and assessed provided information about the responsibilities
of the board of directors and the managing director (AR3e and AR3g
did not contain that information). Of the students who read AR3e and
the participants who read AR3g, 83.3 percent did not agree with the
statement, while of the participants who read AR1b, 97.4 percent
agreed with the statement. Of the students who read AR2f and the
participants who read AR2h, 89.2 percent agreed with the statement.
The figures are significantly different between AR1b and AR3g (p <
0.001) and between AR2h and AR3g (p < 0.001) according to Pearson
Chi-Square tests, indicating successful manipulation. The
manipulation check was also successful when conducted separately for
students and bankers. The mean values are also significantly different
between AR1b and AR3e (p < 0.001), between AR2f and AR3g (p <
0.001) and between AR2f and AR3e (p < 0.001) for students according
to Pearson Chi-Square tests.
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The two manipulation check questions above made it possible to isolate
and measure the vignettes AR1b and AR3g (+ AR3e) separately.
Manipulation check questions for AR2h (+ AR2f) were hard to
formulate as these vignettes have similarities to both AR1b and AR3g
(+ AR3e). As the above-presented manipulation checks indicate
successful manipulations, it is assumed that AR2h (+ AR2f) also are
perceived as distinct from either AR1b or AR3g (+ AR3e).

11.3

Preparations and preliminary testing of the dependent
variables
Below, preparations and preliminary testing of the constructs for the
dependent variables audit information and audit communication gap
(see Subsection 11.3.1 and 11.3.2) as well as the participants’ investment
decision (see Subsection 11.3.3) are disclosed.
Audit information gap constructs
The audit information gap was measured on two levels of detail
(Info_gap_1 and Info_gap_2).
For audit information gap constructs on the first level of detail
(Info_gap_1), an exploratory factor analysis (principal component
analysis) using the four items concerning information needs related to
entity-specific versus general information was performed to verify
whether these four items were empirically reproduced as separate
factors. The factor analysis supports the existence of two stable
constructs: one construct for the two items that relate to entity-specific
information and another construct for the two items that relate to
general information. Furthermore, the two items concerning
information needs related to entity-specific information correlate
according to Pearson Correlation (-0.509), as do the two items
concerning information needs related to general information (-0.434).
Although there are no strong correlations between the items, since each
pair was intended to measure the same (but reverse), the abovereported correlations were accepted and Info_gap_1 was therefore
divided into the following two constructs.
Info_gap_1_spec is equal to the average indices of the two items
concerning information needs related to entity-specific information
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(first level of detail) in Phase I where the indices of the second item are
reverse coded.
Info_gap_1_gen is equal to the average indices of the two items
concerning information needs related to general information (first
level of detail) in Phase I where the indices of the second item are
reverse coded.
For the audit information gap items on the second level of detail
(Info_gap_2), the indices of the seven items concerning information
needs in Phase II were recoded as “satisfied” (need neither more nor
less information in my decision-making process) and “not satisfied”
(need more or need less information in my decision-making process).
This resulted in the following recoded variables of which four relate to
entity-specific information and three to general information.
Info_gap_2_spec
information:





variables

that

relate

to

entity-specific

Audit_team_satisfied
Independence_satisfied
Audit_process_satisfied
Audit_results_satisfied

Info_gap_2_gen variables that relate to general information:
 Scope_satisfied
 Responsibilities_CM_satisfied
 Responsibilities_auditor_satisfied
Concerning the audit information gap items on the second level of
detail (Info_gap_2), the indices of the seven items concerning
information needs were recoded into “more” (do need more
information in my decision-making process) and “not more” (do need
less or need neither more nor less in my decision-making process). The
items were also recoded into “less” (do need less information in my
decision-making process) and “not less” (do need more or need neither
more nor less in my decision-making process). This recoding resulted
in the following fourteen variables of which eight relate to entityspecific information and six to general information.
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Info_gap_2_spec
information:









variables

that

relate

to

entity-specific

Audit_team_more
Audit_team_less
Independence_more
Independence_less
Audit_process_more
Audit_process_less
Audit_results_more
Audit_results_less

Info_gap_2_gen variables that relate to general information







Scope_more
Scope_less
Responsibilities_CM_more
Responsibilities_CM_less
Responsibilities_auditor_more
Responsibilities_auditor_less
Audit communication gap constructs

The audit communication gap was measured in two ways (Com_gap_1
and Com_gap_2).
For the audit communication gap construct in the first way of
measuring (Com_gap_1), a principal component analysis using the
four items concerning the understandability of the auditor’s reports in
Phase I was performed to verify whether these items were empirically
reproduced as one factor. The analysis supports the existence of one
stable construct and a reliability analysis reveals a high Cronbach’s
alpha (0.804). Consequently, the understandability questions form the
Com_gap_1 construct.
Com_gap_1 is equal to the average four indices of the items
concerning understandability (first way of measuring the audit
communication gap) in Phase I.
Com_gap_2 is equal to the average indices of the words that
participants marked as words that they did not understand in Phase II
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weighted for the total amount of words in the different vignettes, where
the amount of words in AR2h serves as a reference value (second way
of measuring the audit communication gap).
Investment decision construct
As expected, the two items concerning participants’ investment
decisions in Phase I and II correlate strongly according to Pearson
Correlation (0.811). Consequently, the investment decision items form
the Invest_dec construct. To facilitate the analysis, the average indices
of the items concerning investment decision in Phase I and II were
coded into “invest” (if participants would invest in both phases) and
“not invest” (if participants would invest in none or only one of the
experimental phases).
Invest_dec is equal to “invest” or “not invest” average indices of the
two items concerning investment decision in Phase I and II.

11.4 Descriptive statistics
Below, descriptive statistics for the dependent variables outlined in the
previous section are presented. Comparisons between the indices for
the five (three) vignettes that students (bankers) assessed in order to
determine significant differences are disclosed in Section 11.6.
Table 11.1 shows that a majority of students and bankers perceived that
in order to facilitate their decision-making process, they generally need
more entity-specific information (Info_gap_1_spec) and less general
information (Info_gap_1_gen).
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Table 11.1 Descriptive statistics concerning the audit information gap constructs
(first level of detail).

Mean
Std.Dev.
Min
Max
N
Mean
Std.Dev.
Min
Max
Max
Mean
Std.Dev.
Min
Max
N
Mean
Std.Dev.
Min
Max
N
Mean
Std.Dev.
Min
Max
N

Info_gap_1_spec

Info_gap_1_gen

students

bankers

students

bankers

4.48
0.790
2
5
27
4.02
0.959
2
5
23
3.69
1.114
1
5
26
3.84
0.878
2.5
5
22
3.84
0.878
2
5
22

4.63
0.483
3.5
5
12

3.33
0.961
1
4.5
27
3.04
1.196
1.5
5
23
2.63
1.269
1
5
26
3.11
0.912
1.5
4.5
22
2.68
1.041
1
4.5
22

2.79
0.988
1.5
5
12

3.63
1.246
2
5
15

3.33
1.305
1
5
15

2.00
0.627
1
3
15

2.47
1.217
1
4.5
15

The presence and constituents of the audit information gap become
even clearer by the measures on the second level of detail
(Info_gap_2_spec variables & Info_gap_2_gen variables). Table 11.2
shows that a majority of students is satisfied with the information
concerning the audit team provided in the five vignettes (they perceive
that they need neither more nor less of this information). A majority of
bankers is satisfied with the information concerning the audit team
provided in AR2h and AR3g, but not in AR1b. Further, most students
and bankers are satisfied with the information concerning the auditor’s
independence provided in AR2f, AR2h, AR3e and AR3g, but not AR1b
(50% of the bankers are not satisfied). Concerning information about
the audit process and the audit findings, a majority of both students
and bankers is not satisfied with the information provided in all five
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vignettes, indicating the presence of an audit information gap for all
vignettes.

Table 11.2 Descriptive statistics concerning participants' perceptions about entityspecific information (audit information gap, level of detail 2).

Entity-specific information (Info_gap_2_spec)
Less
AR1b
AR2f
AR2h
AR3e
AR3g

AR1b
AR2f
AR2h
AR3e
AR3g

AR1b
AR2f
AR2h
AR3e
AR3g

More

N

students

bankers

students

bankers

students

bankers

27 (12)
24
(15)
22
22 (15)

0.0%
16.7%
3.8%
9.1%
9.1%

8.3%

74.1%
62.5%
69.3%
77.3%
63.6%

33.3%

25.9%
20.8%
26.9%
13.6%
27.3%

58.4%

6.7%
26.7%

60.0%
66.7%

33.3%
6.6%

Auditor's independence
Less
Neither nor

More

N

students

bankers

students

bankers

students

bankers

27 (12)
23
26 (15)
22
22 (15)

0.0%
4.3%
11.5%
9.1%
4.5%

0.0%

22.2%
56.6%
57.7%
54.5%
63.7%

50.0%

77.8%
39.1%
30.8%
36.4%
31.8%

50.0%

13.3%
13.3%

66.7%
86.7%

20.0%
0.0%

Less

Audit process
Neither nor

N

students

bankers

students

bankers

students

bankers

27 (12)
24
26 (15)
22
22 (15)

3.7%
8.3%
7.7%
4.5%
0.0%

0.0%

14.8%
29.2%
34.6%
45.5%
27.3%

33.3%

81.5%
62.5%
57.7%
50.0%
72.7%

66.7%

Less
AR1b
AR2f
AR2h
AR3e
AR3g

Audit team
Neither nor

13.3%
0.0%

20.0%
40.0%

Audit findings
Neither nor

More

66.7%
60.0%

More

N

students

bankers

students

bankers

students

bankers

27 (12)
24
26 (15)
22
22 (15)

3.7%
0.0%
3.8%
0.0%
0.0%

0.0%

14.8%
25.0%
19.2%
23.8%
27.3%

8.3%

81.5%
75.0%
77.0%
76.2%
72.7%

91.7%

0.0%
0.0%
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6.7%
6.7%

93.3%
93.3%

Table 11.3 shows that a majority of students is satisfied with the
information concerning the scope of the audit provided in AR2f, AR2h,
AR3e and AR3g, but not AR1b. Most bankers are satisfied with the
information concerning the scope of the audit provided in all three
vignettes. Further, a majority of students and bankers is satisfied with
the information concerning the responsibilities of corporate
management provided in all vignettes but AR3e and AR3g. Table 11.3
also shows that a majority of students is satisfied with the information
concerning the responsibilities of the auditor provided in all five
vignettes. A majority of bankers is satisfied with the information about
the responsibilities of the auditor provided in AR1b and AR3g, but not
in AR2h.
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Table 11.3 Descriptive statistics concerning participants' perceptions about
general information (audit information gap, level of detail 2).

General information (Info_gap_2_gen)

AR1b
AR2f
AR2h
AR3e
AR3g

Scope of the audit
Less
Neither nor

more

N

students

bankers

students

bankers

students

bankers

27 (12)
24
26 (15)
22
22 (15)

11.1%
12.5%
23.1%
4.5%
18.2%

8.3%

48.2%
62.5%
65.4%
68.2%
54.5%

83.4%

40.7%
25.0%
11.5%
27.3%
27.3%

8.3%

40.0%
13.3%

53.3%
80.0%

6.7%
6.7%

Responsibilities of corporate management
Less
Neither nor
More
AR1b
AR2f
AR2h
AR3e
AR3g

AR1b
AR2f
AR2h
AR3e
AR3g

N

students

bankers

students

bankers

students

bankers

27 (12)
24
26 (15)
22
22 (15)

0.0%
8.3%
19.2%
0.0%
0.0%

0.0%

70.4%
58.4%
61.6%
36.4%
45.5%

66.7%

29.6%
33.3%
19.2%
63.6%
54.5%

33.3%

20.0%
6.7%

60.0%
33.3%

20.0%
60.0%

Responsibilities of the auditor
Less
Neither nor

More

N

students

bankers

students

bankers

students

bankers

27 (12)
24
26 (15)
22
22 (15)

3.7%
8.3%
30.8%
9.1%
0.0%

0.0%

74.1%
79.2%
57.7%
59.1%
68.2%

100%

22.2%
12.5%
11.5%
31.8%
31.8%

0.0%

60.0%
13.3%

26.7%
60.0%

13.3%
26.7%

Concerning the communication gap measures, the indices of students
and bankers indicate a relatively high degree of perceived
understandability in both ways of measuring, indicating the presence
of a relatively small audit communication gap. Table 11.4 shows that a
majority of students and bankers agreed that the information in the
vignettes was quite understandable, clear, comprehensible and easy to
read (Com_gap_1). Furthermore, students and bankers marked
relatively few words that they did not understand or would not be able
to explain to another person (Com_gap_2). On average, students and
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bankers marked between 0.16 to 1.07 percent of the words contained
in the vignettes.

Table 11.4 Descriptive statistics concerning the audit communication gap
constructs (ways of measuring 1 and 2).
Com_gap_1
Mean
Std.Dev.
Min
Max
N
Mean
Std.Dev.
Min
Max
N
Mean
Std.Dev.
Min
Max
N
Mean
Std.Dev.
Min
Max
N
Mean
Std.Dev.
Min
Max
N

Com_gap_2

students

bankers

students

bankers

3.91
0.875
1.75
5
27
3.95
0.844
2
5
23
3.88
0.912
1.5
5
26
4.38
0.421
3.5
5
22
4.07
0.655
2.25
5
22

3.85
0.815
2.5
5
12

8.04
20.802
0
109
27
10.39
17.132
0
58
23
10.85
21.230
0
76
26
3.82
5.671
0
22
22
7.91
12.728
0
56
22

7.17
10.870
0
35
12

3.55
0.955
2
5
15

3.63
0.911
1.25
4.75
15

4.80
7.636
0
24
15

24.87
37.917
0
113
15

Table 11.5 shows that a majority of both students and bankers would
invest in the audited company, i.e. they would purchase shares in or
provide loans to ABC AB (publ). This applies to all vignettes included
in the experiment.
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Table 11.5 Descriptive statistics concerning the investment decision construct.
Invest_dec
N

AR1b
AR2f
AR2h
AR3e
AR3g

27 (12)
23
26 (15)
22
22 (15)

students

bankers

88.9%
69.6%
76.9%
77.3%
86.4%

100%
53.3%
80%

11.5 Preparations of the independent variables
The preparations for the analyses of the collected data are presented
below. Contrast coding, a technique that allows researchers to specify
particular comparisons of interest (Vogt & Johnson 2011), was used for
meaningful one-by-one comparisons of the vignettes (auditor’s
reports) included in the experiment. According to Keppel and Wickens
(2004), there are several reasons to express comparisons in terms of
contrasts. One reason, particularly helpful in this experiment, is that
not only the mean values of two groups can be compared but rather
“complicated comparisons involving many groups” are possible
(Keppel & Wickens 2004:66). For the specific codings, see Appendix
XIV.
Contrast coding for the variable view propositions
The independent variables tested for the variable view propositions are
the following:



Contrast_coding_W1_W3_notAR1b compares AR2f with AR2h
Contrast_coding_W0_W2 compares AR3e with AR3g
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These variables apply to students only since bankers did not assess
AR2f and AR3e.74
Contrast coding for the system view propositions
The independent variables tested for the system view propositions are
the following:




Contrast_coding_AR1b_AR2h compare AR1b with AR2h
Contrast_coding_AR1b_AR3g compares AR1b with AR3g
Contrast_coding_AR2h_AR3g compares AR2h with AR3g

These variables apply to students and bankers.

74

Although comparisons between other wording combinations, content and format
combinations imply possible interaction effects (see Subsection 10.3.2 for an explanation),
all possible combinations were tested. These tests give indications which variables (content,
wording or format) have an impact on the audit information and the audit communication gap
and are based on the following independent variables:

















Contrast_coding_C1_C2 compares AR1b with AR2f & AR2h
Contrast_coding_C1_C3 compares AR1b with AR3e & AR3g
Contrast_coding_C2_C3 compares AR2f & AR2h with AR3e & AR3g
Contrast_coding_W0_W1 compares AR3e with AR1b & AR2f
Contrast_coding_W0_W1_notAR1b compares AR3e with AR2f
Contrast_coding_W0_W3 compares AR3e with AR2h
Contrast_coding_W1_W2 compares AR1b & AR2f with AR3g
Contrast_coding_W1_W2_notAR1b compares AR2f with AR3g
Contrast_coding_W1_W3 compares AR1b & AR2f with AR2h
(Contrast_coding_W2_W3 compares AR3g with AR2h
= Contrast_coding_AR2h_AR3g (inverted))
(Contrast_coding_W1_W2_notAR3e compares AR1b with AR3g
= Contrast_coding_AR1b_AR3g)
(Contrast_coding_W1_W3_notAR2f compares AR1b with AR2h
= Contrast_coding_AR1b_AR2h)
Contrast_coding_F1_F2 compares AR1b with AR2f & AR2h & AR3e & AR3g
Contrast_coding_F1_F2_notAR2fAR3e compares AR1b with AR2h & AR3g
(Contrast_coding_F1_F2_notAR2fAR3eAR3g compares AR1b with AR2h
= Contrast_coding_AR1b_AR2h)
(Contrast_coding_F1_F2_notAR2fAR2hAR3e compares AR1b with AR3g
= Contrast_coding_AR1b_AR3g)
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11.6 Regression analyses and Fisher’s exact tests
The dependent variables (except for Info_gap_2 and the Invest_dec)
were tested in regression analyses with the above-listed contrast coding
variables as independent variables. Regression analyses were used to
determine whether the contrast-coded variables one by one were
significantly different from each other. To reduce the overall
experimental error, all background variables (see Phase I in Appendix
XII) were included in the regression analyses, as each of them turned
out to be significantly correlated with at least one of the dependent
variables (see Appendix XIII). All results of the regression analyses are
disclosed in Appendix XIV and it is discernible whether an exclusion of
the covariates modifies the results. When this is the case, the more
conservative results are reported in line with previous research (cf.
Gold et al. 2012).
The dependent variables Info_gap_2_spec (4 variables),
Info_gap_2_gen (3 variables) and Invest_dec were tested using
Fisher’s exact tests because they predict categorical outcome variables
and because of relatively small sample sizes (cf. Field 2013). Fisher’s
exact tests were conducted for the system view variables only.
However, background variables are not included in these analyses
because Fisher’s exact tests cannot take these additional variables into
consideration. This means that comparisons between the results of the
regression analyses and the Fisher’s exact tests might not fully
correspond to each other. All results of Fisher’s exact tests are shown
in Appendix XIV.
Comparisons between W1 & W3 and W0 & W2
The first independent variables that were tested in regression analyses
were the variable view variables which apply to students only:



Contrast_coding_W1_W3_notAR1b, which compares AR2f
with AR2h, and
Contrast_coding_W0_W2, which compares AR3e with AR3g.

Regression analyses do not show significant differences between W1
and W3 (not tested for AR1b) and neither between W0 and W2 for any
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of
the
dependent
variables
Com_gap_1,
75
Info_gap_1_spec or Info_gap_1_gen.

Com_gap_2,

Comparisons between AR1b & AR2h
In the following, empirical findings for comparisons between vignettes
AR1b and AR2h are presented where the following independent and
system view variable was tested:


Contrast_coding_AR1b_AR2h, which compares AR1b with
AR2h.

Regression analyses show significant differences between vignettes
AR1b and AR2h for the dependent variable Info_gap_1_spec, but only
for students76 (p = 0.001 (0.317)77). Students who assessed AR1b
perceived that they needed more entity-specific information compared
with students who assessed AR2h.
For the dependent variable Info_gap_1_gen, no significant differences
were revealed.78
Differences concerning the Info_gap_2_spec (satisfied) variables
according to Fisher’s exact tests are revealed for the dependent variable
Independence_satisfied, but only for students (p = 0.009 (0.315)).79
Students who assessed vignette AR1b were less satisfied with
information concerning the auditor’s independence compared with
75

As mentioned in Subsection 11.5.1, also other wording combinations, content and format
combinations were tested. The results of the regression analyses for these variables are
shown in Appendix XIV. Because these variables could not be isolated and measured
separately, they are not taken into further consideration.
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Regression analysis without the inclusion of the background variables also show
significant differences between AR1b and AR2h for bankers (see Appendix XIV).
77

Figures in brackets refer to p-values for bankers (also in the remaining reporting of results).

78

Regression analysis without the inclusion of the background variables show significant
differences between AR1b and AR2h for both students and bankers (see Appendix XIV).
79

Due to relatively small sample sizes, especially concerning bankers, significant differences
for Info_gap_2_more and Info_gap_2_less (see Appendix XIV, Fisher’s exact tests) are not
taken into further consideration if no significant differences were revealed for
Info_gap_2_satisfied.
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students who assessed vignette AR2h. Table 11.2 further reveals that
77.8% of the students who assessed AR1b perceived that they needed
more information concerning the auditor’s independence compared
with 30.8% of the students who assessed AR2h, which means a
significant difference (p = 0.001).
Differences concerning the Info_gap_2_gen (satisfied) variables
according to Fisher’s exact tests are revealed for the dependent variable
Responsibilities_auditor_satisfied, but only for bankers (p = 0.166 (<
0.001)). Bankers who assessed vignette AR1b were more satisfied with
information concerning the responsibilities of the auditor compared
with bankers who assessed AR2h. Table 11.3 further reveals that 30.8%
(60%) of the students (bankers) who assessed AR2h perceived that they
needed less information concerning the responsibility of the auditor
compared with 3.7% (0.0%) of the students (bankers) who assessed
AR1b. These differences are significant (p = 0.010 (0.001)).
Regression analyses do not show significant differences between the
vignettes AR1b and AR2h for Com_gap_1 or Com_gap_2.
Comparisons between AR1b & AR3g
In the following, empirical findings for comparisons between vignettes
AR1b and AR3g are shown where the following independent and
system view variable was tested:
 Contrast_coding_AR1b_AR3g, which compares AR1b with
AR3g.

Regression analyses show significant differences between vignettes
AR1b and AR3g for the dependent variable Info_gap_1_spec for
students and bankers (p = 0.015 (0.006)). Students and bankers who
assessed AR1b perceived that they needed more entity-specific
information compared with students and bankers who assessed AR2h.
Significant differences were also found between vignettes AR1b and
AR3g for the dependent variable Info_gap_1_gen, but only for
students (p = 0.015 (0.332)). Students who assessed AR1b perceived
that they needed more general information compared with students
who assessed AR3g.
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Differences concerning the Info_gap_2_spec (satisfied) variables
according to Fisher’s exact tests are revealed for the dependent variable
Independence_satisfied for students and bankers (p = 0.004 (0.049)).
Participants who assessed vignette AR1b were less satisfied with
information concerning the auditor’s independence compared with
those who assessed vignette AR3g. Table 11.2 further reveals that 77.8%
(50%) of the students (bankers) who assessed AR1b perceived that they
needed more information concerning the auditor’s independence
compared with 31.8% (0.0%) of the students (bankers) who assessed
AR3g. This means a significant difference (p = 0.001 (0.003)).
Differences concerning the Info_gap_2_gen (satisfied) variables are
revealed
for
the
dependent
variable
Responsibilities_auditor_satisfied, but only for bankers (p = 0.444
(0.017)). Bankers who assessed vignette AR3g were less satisfied with
information concerning responsibilities of the auditor compared with
bankers who assessed vignette AR1b.
Regression analyses do not show significant differences between the
vignettes AR1b and AR3g for Com_gap_1 or Com_gap_2.
Comparisons between AR2h & AR3g
In this subsection, empirical findings for comparisons between AR2h
and AR3g are presented where the following independent and system
view variable was tested:


Contrast_coding_AR2h_AR3g, which compares AR2h with
AR3g

Regression analyses show no significant differences between vignettes
AR2h and
AR3g for Info_gap_1_spec, Info_gap_1_gen,
Info_gap_2_spec (satisfied), Info_gap_2_gen (satisfied).
Regression analyses do not show significant differences between the
vignettes AR2h and AR3g for Com_gap_1 or Com_gap_2 either.
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12 Analysis
In this chapter, the empirical findings of the vignette experiment are
analysed in light of the variable view and system view propositions (see
Section 12.1. and 12.2). Further, findings concerning the audit
information gap and the audit communication gap that are not in line
with propositions are discussed (see Section 12.3 and 12.4).

12.1 Variable view propositions
Given the chosen research design, the only independent variable that
could be isolated and measured separately was “wording”. However,
only wording differences between W1 (not AR1b) and W3 and
differences between W0 and W2 could be isolated and measured
separately. As outlined in Subsection 11.6.1, no significant differences
were revealed for any of the dependent variables. P1b, which suggests
that the audit information gap will narrow if “wording” is improved,
and P2a, which suggests that the audit communication gap will narrow
if “wording” is improved, cannot be confirmed. Since the values are
either almost equal or unexpected, low statistical power seems not to
be an explanation for these results.
The findings do not confirm previous research on the wording of audit
reporting models (cf. Asare & Wright 2012; Mock et al. 2013). As
outlined in Section 8.3.3, previous research concerning the wording
can be divided into the categories “explanations of concepts explicitly
addressed in the auditor’s report” and “explanations of technical
terms”. Both categories were tested through the vignettes AR2f, AR2h,
AR3e and AR3g. However, since not all wording variables (for instance,
W0 and W3) could be isolated and measured separately, neither P1b
nor P2a can be rejected. Previous research findings might hold true for
wording variables not measured separately.

12.2 System view propositions
From a system view perspective, several conclusions can be drawn from
the results of the vignette experiment.
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P3a suggests that the current auditor’s report (represented by vignette
AR2h) leads to a narrower audit information gap than the former
auditor’s report (represented by vignette AR1b). Due to significant
differences between AR2h and AR1b for audit information gap
constructs, P3a is confirmed. However, this holds true only for
students.
Students who assessed vignette AR1b perceived that they needed more
entity-specific information compared with those who assessed AR2h.
This finding supports previous research (cf. Öhman 2007a; Church et
al. 2008; Humphrey et al. 2009; Porter et al. 2009; Gray et al. 2011;
Vanstraelen et al. 2012). When asked more detailed questions, those
who assessed AR1b were significantly less satisfied with information
concerning the auditor’s independence compared with students who
assessed AR2h. Moreover, significantly more students who assessed
AR1b requested more information about the auditor’s independence
compared with those who assessed AR2h. This is in line with suggested
changes of the former audit reporting model made by Hatherly et al.
(1991), Turner et al. (2010) and MARC (2011). On the other hand, the
research findings by Vanstraelen et al. (2012) do not suggest
information about the auditor’s independence in their proposed audit
reporting model. However, they do not report on financial statement
users’ perceptions of this information, only on auditors’ perception that
information about the auditor’s independence would not add value.
Students who assessed AR1b did not perceive a significant difference
from those who assessed AR2h concerning general information.
However, bankers who assessed vignette AR1b were significantly more
satisfied with information concerning the auditor’s responsibilities
compared with bankers who assessed vignette AR2h. Furthermore,
significantly more bankers who assessed AR2h requested less
information about the auditor’s responsibilities compared with
bankers who assessed AR1b. According to bankers, the current
auditor’s report has not improved, but deteriorated. This finding is not
in line with P3a.
P3b suggests that the user-oriented auditor’s report (represented by
vignette AR3g) leads to a narrower audit information gap than the
former auditor’s report (represented by vignette AR1b). Due to
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significant differences between AR3g and AR1b for audit information
gap constructs, P3b is confirmed.
Students and bankers who assessed AR1b perceive that they need more
entity-specific information compared with those who assessed AR3g.
This result supports previous research findings (cf. Church et al. 2008;
Humphrey et al. 2009; Porter et al. 2009; Gray et al. 2011; Vanstraelen
et al. 2012). When asked more detailed questions, students and
bankers who assessed AR1b were significantly less satisfied with
information concerning the auditor’s independence compared with
those who assessed AR3g. Moreover, significantly more students and
bankers who assessed AR1b requested more information about the
auditor’s independence compared with students and bankers who
assessed AR3g. This is in line with suggested changes of the former
audit reporting model made by Hatherly et al. (1991), Turner et al.
(2010) and MARC (2011).
Further, students who assessed vignette AR1b perceived that they
needed more general information compared with students who
assessed AR3g. However, on a more detailed level, AR1b and AR3g did
not differ significantly according to students. Bankers who assessed
AR1b are significantly more satisfied with information concerning the
auditor’s responsibilities compared with bankers who assessed AR3g.
Consequently, according to students and bankers, the user-oriented
auditor’s report would imply an improvement concerning entityspecific information, especially information about the auditor’s
independence, compared with the former auditor’s report.
P3c suggests that the user-oriented auditor’s report (represented by
vignette AR3g) leads to a narrower audit information gap than the
current auditor’s report (represented by vignette AR2h). This
proposition cannot be confirmed. The findings are not in line with
previous research outlined in Chapter 8 and the interview findings that
led to the construction of the user-oriented auditor’s report (see
Chapter 9).
P4a suggests that the current auditor’s report (represented by vignette
AR2h) leads to a narrower audit communication gap than the former
auditor’s report (represented by vignette AR1b). Since there are no
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significant differences between AR2h and AR1b for audit
communication gap constructs, P4a is rejected. The findings do not
confirm previous research on the wording of audit reporting models
(cf. Asare & Wright 2012; Mock et al. 2013).
P4b suggests that the user-oriented auditor’s report (represented by
vignette AR3g) leads to a narrower audit communication gap than the
former auditor’s report (represented by vignette AR1b). Since there are
no significant differences between AR3g and AR1b for audit
communication gap constructs, P4b is rejected. The findings do not
confirm previous research on the wording of audit reporting models
(cf. Asare & Wright 2012; Mock et al. 2013).
P4c suggests that the user-oriented auditor’s report (represented by
vignette AR3g) leads to a narrower audit communication gap than the
current auditor’s report (represented by vignette AR2h). Since there
are no significant differences between AR3g and AR2h for audit
communication gap constructs, P4c is rejected, which does not confirm
previous research on the wording of audit reporting models (cf. Asare
& Wright 2012; Mock et al. 2013).
Table 12.1 provides a summary of the system view proposition.
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Table 12.1 Summary of the system view proposition.

P3a
The current auditor’s report leads to
a narrower AIG than the former
auditor’s report (AR1b vs AR2h)
P3b
The user-oriented auditor’s report
leads to a narrower AIG than the
former auditor’s report (AR1b vs
AR3g)
P3c
The user-oriented auditor’s report
leads to a narrower AIG than the
current auditor’s report (AR2h vs
AR3g)
P4a
The current auditor’s report leads to
a narrower ACG than the former
auditor’s report (AR1b vs AR2h)

Audit
information gap
(AIG)
Confirmed
(students)
Rejected
(bankers)
Confirmed

Audit
communication
gap (ACG)

Rejected

Rejected

P4b

Rejected

The user-oriented auditor’s report
leads to a narrower ACG than the
former auditor’s report (AR1b vs
AR3g)
P4c
The user-oriented auditor’s report
leads to a narrower ACG than the
current auditor’s report (AR2h vs
AR3g)

Rejected

12.3

Findings concerning the audit information gap not in line
with propositions
As outlined above, P3a was not confirmed for bankers. According to
bankers, the current auditor’s report (represented by AR2h) has not
improved compared with the former auditor’s report (represented by
AR1b). Bankers find the Auditor’s responsibility section in the current
auditor’s report too long compared with the former auditor’s report.
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However, although this particular finding is not in line with P3a, as
already indicated in Chapter 9, it supports previous research (cf.
Church et al. 2008; Humphrey et al. 2009; Porter et al. 2009; Gray et
al. 2011; Vanstraelen et al. 2012) and suggestions made by the
profession (cf. IFAC 2015b; FAR 2016d) to shorten
general/standardised information or to provide this information in an
appendix to the auditor’s report or on a homepage.
Other propositions that were not confirmed are the variable view
proposition P1b and the system view proposition P3c. This means that
there are no significant differences between the current auditor’s
report (represented by AR2h) and the user-oriented auditor’s report
(represented by AR3g) for the audit information gap constructs. Nor
are there significant differences between variations of these reports
(AR2f and AR3e). Thus, participants do not prefer the user-oriented
auditor’s report to the current auditor’s report (or variations) in their
decision-making process.
A first possible explanation for the absence of significant differences
between these reports is that, compared with the former auditor’s
report (represented by AR1b), the current and the user-oriented report
(and variations) might be perceived as unfamiliar and therefore
assessed in a similar way.
Further, Table 11.2 reveals that a majority of both students and bankers
request more entity-specific information concerning the audit findings.
However, audit findings for both the current and the user-oriented
auditor’s reports (and variations) are limited to the general conclusions
that auditors provide in the Opinions section known from previous
audit reporting models. If information about audit findings beyond the
general conclusions provided in the former auditor’s report is of great
importance to a majority of students and bankers, it might have a huge
impact on the assessment of auditor’s reports. The auditor’s reports
might therefore be assessed as similarly dissatisfying (cf. Church et al.
2008; Turner et al. 2010; Gray et al. 2011).
The (qualitative) answers to the question why participants would
refrain from an investment in the audited company indicate that entityspecific information concerning the auditor’s findings is of great
importance. In the vignette experiment, participants expressed a need
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for more information concerning the key audit matters. They explained
that the information provided in the Key Audit Matters section raises
questions instead of giving assurance because no conclusions were
drawn concerning the identified problem/risk areas. This is
understandable as the Key Audit Matters section (without specific
conclusions provided by the auditor) implies that financial statement
users must rely on their own interpretation of the identified key audit
matters.
A further possible explanation for the findings not in line with P1b and
P3c relate to the format. In their qualitative answers, participants
argued that the changes of the format (the auditor’s opinion/general
conclusions being placed at the beginning of the current and the useroriented auditor’s reports and variations) further augmented the
feeling of uncertainty whether to invest or not. This indicates that
reluctance to invest in the audited company is caused by both content
and format issues. Being left with problem/risk areas without any
specific conclusions and without general assurance statements at the
end of the auditor’s report seems to reduce perceived assurance.

12.4

Findings concerning the audit communication gap not in
line with propositions
As outlined above, the variable view proposition P2a and the system
view propositions P4a, P4b & P4c were not confirmed. This means that
there are no significant differences between the auditor’s reports
included in the vignette experiment concerning the audit
communication gap constructs. Thus, participants do not understand
one report better than the other.
Although never used in previous audit reporting research, a possible
way to understand the findings not in line with propositions is to
analyse the “LIX indices” for the five vignettes (auditor’s reports) (cf.
Björnsson 1968). The LIX index measures a text’s readability by its
average sentence and word length and the text’s portion of long
sentences and words. According to the LIX index, a text is very difficult
to read and is written in a bureaucratic language when its LIX index
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exceeds 60. The LIX indices80 for the five vignettes indicate that they
are rather hard to understand since all of them exceed 60:






64 for AR1b
63 for AR2f
65 for AR2h
65 for AR3e
64 for AR3g

Thus, the LIX indices show a high degree of homogeneity among the
five auditor’s reports, which is in line with the absence of significant
differences when measuring the audit communication gap.
Drawing on previous research findings (Manson & Zaman 2001;
Öhman 2007a; Humphrey et al. 2009; Vanstraelen et al. 2012), one can
assume that students and bankers perceive auditor’s reports in general
to be relatively hard to understand. However, while LIX indices suggest
a low understandability, when analysing the indices for the
communication gap constructs (Com_gap_1 and Com_gap_2) a rather
high-perceived understandability is revealed among the participants.
Consequently, inclusion of additional explanations of concepts
explicitly addressed in the auditor’s report and technical terms seemed
not to impact students’ and bankers’ perceived understanding of the
reports.

80

The following homepage
http://www.lix.se/index.php

was

used
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for

the

calculation

of

LIX

indices:

13 Conclusions
Answers to RQ2 are provided in Section 13.1. The contributions
stemming from the study conducted in this second part of the
dissertation, its limitations and suggestions for further research are
presented in Section 13.2–13.4.

13.1

Ways to reduce dissatisfaction with and misperceptions of
audit reporting
The research question to be answered was how dissatisfaction with and
misperceptions of audit reporting can be reduced in order to support
financial statement users’ decision-making processes.
Concerning dissatisfaction with audit reporting, the findings from the
vignette experiment suggest that the current auditor’s report leads to a
narrower audit information gap compared with the former auditor’s
report. Students perceive the current report to better correspond to
what they need to make informed decisions. However, bankers who
assessed the current auditor’s report did not perceive it as superior to
the former one. Rather, they found the Auditor’s responsibility section
of the current auditor’s report too long.
Furthermore, the findings confirm that the user-oriented auditor’s
report, constructed based on improvements suggested in previous
research, leads to a narrower audit information gap compared with the
former auditor’s report. In their decision-making process, thus, all
participants prefer the user-oriented auditor’s report compared with
the former one.
These findings indicate that the former auditor’s report is no longer an
option for users’ decision-making processes. The findings are in line
with the criticism outlined in Swedish and international research (e.g.
Öhman 2007a; Church et al. 2008; Humphrey et al. 2009; Coram et al.
2011; Gray et al. 2011; Asare & Wright 2012; Vanstraelen et al. 2012)
and recent initiatives by the auditing profession and regulators to
provide entity-specific information in the auditor’s report (e.g. EU
2014; IFAC 2015a, b; PCAOB 2013a, b; FRC 2014). Concerning
bankers’ assessment of the former and the current auditor’s reports,
the advantages of additional entity-specific information seem to be
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offset by disadvantages of an extended Auditor’s responsibility section,
the latter finding being in line with previous research (cf. Church et al.
2008; Humphrey et al. 2009; Gray et al. 2011; Vanstraelen et al. 2012).
Based on five identified categories for suggested improvements to the
former auditor’s report (cf. MARC 2011; Vanstraelen et al. 2012), the
findings show that entity-specific information of particular importance
for participants’ decision-making processes is information about the
auditor’s independence of the audited entity. This confirms previous
suggestions for change (cf. Hatherly et al. 1991; Turner et al. 2010;
MARC 2011) and stresses the urgency for auditors to be regarded as
trustworthy individuals (cf. Power 2003; Eilifsen & Willekens 2008;
Litjens et al. 2015) that perform high quality audits (cf. DeAngelo
1981). Although the auditing profession itself had recognised a need to
“reinvigorate the public’s trust and confidence in the independent
auditor” (IFAC 2013:19), only some changes concerning the auditor’s
independence were implemented in the recent audit reporting model
change (cf. IFAC 2015a, b; FAR 2016d, e). Possible additional
information in a future auditor’s report could include the importance
of the audited entity to the audit firm in terms of revenue from the
audited entity in relation to the total revenue of the firm, the office and
the auditor (cf. MARC 2011), the provision of non-audit services (cf.
Frankel et al. 2002) and the duration of audit firm and audit partner
tenure (cf. Carey & Simnett 2006).
Further information that seems of particular importance is
information about the audit process and audit findings. These findings
confirm previous suggestions for additional entity-specific information
(cf. Church et al. 2008; Turner et al. 2010; Gray et al. 2011; MARC 2011;
Asare & Wright 2012; Vanstraelen et al. 2012; Mock et al. 2013). A
majority of both students and bankers perceive that they need more
information about the audit process and audit findings independently
of which of the auditor’s reports (the former, the current, the useroriented report or variations) they assessed. This indicates that the
information about these issues added to the current auditor’s report is
not sufficient for users’ perceived information needs although it was
the intention of the auditing profession to, among other things,
increase transparency and enhance the informational value of the
auditor’s report (cf. IFAC 2011b, 2015e, f). Whereas the entity-specific
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information included in the current auditor’s report is about matters
that, in the auditor’s judgement, are of most significance in the audit
(key audit matters), the user-oriented auditor’s report includes, in
addition to the same Key Audit Matters section, information about
materiality levels, the auditor’s risk assessment and the auditor’s
assessment of the company’s internal control suggested by previous
research (cf. Fisher 1990; Church et al. 2008; Mock et al. 2009; Porter
et al. 2009; Turner et al. 2010; Gray et al. 2011; MARC 2011; Asare &
Wright 2012; Vanstraelen et al. 2012; Mock et al. 2013). Despite this
relatively extensive provision of entity-specific information,
participants perceived that essential information was missing for their
decision-making process.
Previous research has suggested further entity-specific information
such as the auditor’s assessment of the quality and reliability of the
financial statements beyond the current opinion on the “true and fair
view” (Church et al. 2008; Turner et al. 2010; Gray et al. 2011) and the
likelihood of fraud and illegal acts (Manson & Zaman 2001; McEnroe
& Martens 2001; Church et al. 2008; Asare & Wright 2012). Based on
qualitative answers given in conjunction with an assessment whether
participants would invest in the audited entity, there are indications
that participants require above all more concrete audit findings
especially concerning the identified key audit matters. However, the
auditing profession and standard setters claim that specific
conclusions, in addition to the general ones concerning the true and
fair view of the financial statements provided in the Opinions section,
risk confusing readers: “… the auditor may also provide an indication
of the outcome of the auditor’s response in the description of the key
audit matter in the auditor’s report. However, if this is done, care is
needed to avoid the auditor giving the impression that the description
is conveying a separate opinion on an individual key audit matter or
that in any way may call into question the auditor’s opinion on the
financial statements as a whole” (IFAC 2015b:A51). Further, to
present the Opinions section with the auditor’s general conclusions
before the Key Audit Matters section has been indicated as problematic
by the participants as this order leaves them with unanswered
questions.
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Concerning misperceptions of auditor’s reports, interestingly and in
contrast to previous research (cf. Church et al. 2008; Gray et al. 2011;
Asare & Wright 2012; Vanstraelen et al. 2012; Mock et al. 2013), the
findings show that participants perceive themselves to understand the
auditor’s reports included in the vignette experiment to a relatively
high degree. Thus, there is no evidence for a significant audit
communication gap independent of whether explanations of concepts
explicitly addressed and of technical terms were given or not.
These findings are also contrary to the auditing profession’s assertions
about financial statement users’ limited ability to comprehend
auditor’s reports (cf. Manson & Zaman 2001; Humphrey et al. 2009;
Vanstraelen et al. 2012). Although not identified as one of the main
arguments by the Swedish auditing profession, as outlined in Part I of
this dissertation, the auditing profession elsewhere tried to transform
dissatisfaction into misperceptions and advocated “longer-form audit
reporting, where the dominant emphasis has been on providing
information on generalized audit responsibilities rather than the
detailing of specific considerations and findings affecting the
enterprise which has been audited” (Humphrey et al. 1992a:147).
Thus, the findings do not confirm the previous argument of the
profession.

13.2 Contributions
Having outlined possible ways to reduce dissatisfaction with and
misperceptions of audit reporting, this section presents theoretical,
methodological and practical contributions.
In this part of the dissertation, the use of the audit expectation gap as
a means to measure dissatisfaction with and misperceptions of audit
reporting has been put into question. Instead, gaps directly related to
audit reporting, which recently appeared in the literature (see MARC
2011; Asare & Wright 2012; Vanstraelen et al. 2012; Mock et al. 2013),
namely the information and the communication gap, were
conceptualised. This part of the dissertation contributes to the audit
reporting and expectation gap literature in that it shows alternatives to
the predominant way of approaching users’ needs concerning the
auditor’s report (cf. Bailey et al. 1983; Innes et al. 1997; Manson &
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Zaman 2001; McEnroe & Martens 2001; Chong & Pflugrath 2008; Gold
et al. 2012; Mock et al. 2013; Litjens et al. 2015). A shift of focus
towards audit reporting-related gaps seems of importance to
practitioners because users’ information needs primarily relate to audit
reporting and not to auditing as a whole.
Further, research directly related to audit reporting-related gaps is
rare. Vanstraelen et al. (2012) address the information gap in a
qualitative research study. Since quantitative research on the audit
information and the audit communication gap is lacking, constructs to
measure these gaps are developed and tested in an experimental
setting. The vignette experiment thus adds to previous audit reporting
research (cf. Church et al. 2008; MARC 2011; Mock et al. 2013) by
offering means to evaluate different audit reporting models.
Previous audit reporting research is most often focused on existing
reports in times of audit reporting model change (cf. Church et al.
2008). The vignette experiment not only covers existing audit
reporting models (and variations), but also (constructed) alternative
reports, which is in line with recent suggestions for further research (cf.
Bédard et al. 2016; Boolaky & Quick 2016). Moreover, the experiment
allowed for realistic scenarios in that it included unabridged auditor’s
reports (cf. Atzmüller & Steiner 2010; Aguinis & Bradley 2014). These
methodological choices resulted in findings that imply insights not only
for researchers but also for practitioners, and they indicate what
aspects to focus on in the future.

13.3 Limitations
As most research projects imply certain limitations, so does the
construction of the user-oriented auditor’s report and the vignette
experiment. The most important limitations are discussed below.
Many previous research studies have assessed opinions of all three
parties involved in the audit arena, i.e. corporate management,
auditors and financial statement users (e.g. Monroe & Woodliff 1994;
Gay et al. 1998; Manson & Zaman 2001; Litjens et al. 2015). The focus
on financial statement users in the vignette experiment, might
therefore be regarded as a limitation. Examining perceptions of
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financial statement users only, however, was a choice derived from the
research findings about the evolution of the auditor’s report in the first
part of this dissertation.
The methodological choices made to construct the user-oriented
auditor’s report, such as the selection of interviewees and high-ranking
auditors who assisted in the construction, might be identified as a
further limitation. Constructing an alternative auditor’s report based
on interviews with people who use auditor’s reports in their daily life
would probably have resulted in a report that is closer aligned with
overall financial statement users’ perceptions and consequently in
partly different results of the vignette experiment. However, as
mentioned earlier, it was assumed that interviewees with background
knowledge in the field of auditing and auditors who could provide
relevant data were needed in a first step towards a user-oriented
auditor’s report.
Concerning the measuring of the audit information and the audit
communication gap, the vignette experiment is restricted to perceived
effects of different audit reporting models. While some studies have
focused on the measurement of actual effects (see Church et al. 2008;
Mock et al. 2013; Bédard et al. 2016), the majority of previous audit
reporting research is focused on perceived effects. Measuring actual
effects implies another methodological approach. However, research
on actual effects offers the opportunity to examine potential costs and
side effects related to future auditor’s reports with increased entityspecific information that probably are of interest to regulators and
auditors alike.
When regarding the three different audit reporting models addressed
in the vignette experiment, a further limitation appears. Due to
variations of the content, wording and format of auditor’s reports, 24
possible vignettes were identified in the preparation process. Of these
possible vignettes, five have been included in the examination. This
reduction implies a limitation to the outlined variable view
propositions. In the realm of this dissertation, it was not considered
practicable to evaluate all vignettes since the number of participants
needed for sound statistical conclusions was too low. However,
knowing which variables (content, wording and/or format) narrow the
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audit information or the audit communication gap, further changes to
the auditor’s report can be suggested.
The vignette experiment also reveals findings not in line with the
suggested variable view and system view propositions. This might be
due to measurement problems including the use of the between-subject
design. A within-subject design, according to which participants assess
two or more vignettes, might have resulted in partly different findings,
especially concerning the audit communication gap. This latter design
would have enabled participants to make comparisons between
auditor’s reports that contain explanations of concepts/technical terms
and reports without such explanations. This would possibly have led to
differences concerning their perceived understanding. Concerning the
information gap constructs, the fact that only regression analyses
allowed for background variable controls means a limitation. The
results of regression analyses and Fisher’s exact tests thus might not
fully be comparable. Further, the control variables seem to cause
“disturbance” in the vignette experiment since some of the differences
between vignettes revealed through regression analyses changed from
significant to insignificant. Nevertheless, as outlined in Subsection 12.3
and 12.4, there are possible explanations why some of the findings are
not in line with the suggested propositions.

13.4 Further research
Based on the contributions and limitations identified, in the preceding
sections a number of future research opportunities are suggested.
Evaluations of further auditor’s reports and elaborations on the
dependent variable constructs and control variables seem of particular
importance in order to better understand the impact of different
reports on users’ dissatisfaction and misperceptions, i.e. the audit
information and the audit communication gap. Also, since the useroriented auditor’s report is constructed based on input from user
representatives, a majority of whom might have been influenced by
their practical audit experience, further alternative audit reporting
models could be conceived and evaluated that might be better aligned
with users’ needs.
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To continue to focus on audit reporting-related gaps instead of the
audit expectation gap is considered crucial in future research projects.
However, in order to examine how dissatisfaction with and
misperceptions of audit reporting can be reduced to support financial
statement users’ decision-making processes, future research might
focus on actual effects instead of perceived effects (cf. Church et al.
2008; Mock et al. 2013; Bédard et al. 2016). Concerning the audit
information gap, future research studying financial statement users’
information needs concerning the auditor’s independence, the audit
process and the audit findings can build upon and extend the findings
of the vignette experiment. The findings concerning the low level of
misperceptions of auditor’s reports by users also indicate a need for
further research. An examination of the actual understanding of
different auditor’s reports (cf. Jones & Smith 2014) as opposed to
perceived understanding could bring clarity to the findings concerning
the audit communication gap that are in conflict with previous research
and the auditing profession’s assumptions about financial statement
users.
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CONCLUDING REFLECTIONS
14 Past, current and future developments of the
auditor’s report
For more than a century, the auditor’s report has been criticised for its
limited informative value. Particularly, financial statement users have
requested more entity-specific information. Against this background,
the overall aim of this dissertation was to gain deeper insight into the
evolution of the auditor’s report by connecting past events concerning
the auditor’s report to developments in current audit reporting
questions and challenges, and their repercussions on the future.
The examination of the evolution of the auditor’s report reveals that
auditors in the past were able to constantly adopt an auditor’s
perspective rather than a user’s perspective on how auditor’s reports
should be formulated. In the most recent audit reporting model
change, users’ criticism and requests have been taken into
consideration. One of the most important changes is that auditors
currently provide entity-specific information about key audit matters
in their reports for audits of listed and public-interest entities.
Moreover, general information about the auditor’s responsibilities has
been extended. However, the assessment of potential ways to reduce
financial statement users’ dissatisfaction with and misperceptions of
auditor’s reports suggests that users need even more entity-specific
information and can dispense with the expansion of general
information about the auditor’s responsibilities.
Evaluating the findings, the following question imposes itself: Has the
auditing profession really adopted a user’s perspective in the recent
audit reporting model change?
The inclusion of the free-format section about key audit matters
certainly means a major change in the evolution of the auditor’s report.
Taking into consideration the multiple propositions for improvements
to the auditor’s report, however, this development only covers a
fraction of possible changes. The findings from the vignette experiment
suggest that, from a user’s perspective, the inclusion of entity-specific
information about key audit matters is nothing but a first step in the
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right direction. This indicates that the auditing profession – again –
has put greater focus on an auditor’s perspective than a user’s
perspective. The profession seems to reinvigorate the public’s trust and
confidence in the auditor rather than actually devote itself to business
for society (cf. Öhman 2007a) by improving the auditor’s report to
meet users’ needs. The profession might therefore still be regarded as
directing the principal focus towards inspiring stronger confidence in
the reputation (or ethos) of the auditor instead of achieving greater
clarity and informative value (or logos) for financial statement users
(cf. Smieliauskas et al. 2008).
While entity-specific information in the auditor’s report might increase
efficiency in the business world, these changes also indicate a broader
shift in society. A review of the findings in this dissertation suggests a
development that confirms a societal tendency observed in previous
research towards a so-called “audit explosion”. In his influential book
The Audit Society – Rituals of Verification, Power (1997) scrutinises a
development where few people from all walks of life have been left
untouched by a need to give more and better accounts. These accounts
have become subject to increasingly formalised and detailed checking.
The “audit society” is a society committed to observing itself through
myriads of auditing practices that are not fully restricted to financial
matters. Due to a “certain set of attitudes or cultural commitments to
problem solving” (Power 1997:4), the idea of auditing has become
embodied in a wide range of activities that demand accountability and
control.
Recent implementation of changes in the auditor’s report and financial
statement users’ currently perceived needs represent facets of this
overall development. Throughout the past decades, legal requirements
have demanded more and more account giving on the part of corporate
management. Accordingly, financial auditing has developed into an
increasingly ingenious technique of checking and the auditor’s report
into a “bulletproof”, yet uninformative document in line with the
monitoring paradigm.
In the wake of the recent audit reporting model change, financial
statement users no longer have to “blindly” trust the auditor but are
given insight into the auditor’s appreciation of the most significant
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matters identified during the audit. Suggestions for further entityspecific information to be provided in the auditor’s report would mean
increased opportunities for users to check the auditor’s work, i.e. a way
to audit the auditor.
To conclude, the auditing profession’s concern seems to be focused on
rebuilding the public’s trust in its moral integrity and its expertise.
However, from a broader perspective, the “treadmill of account-giving
and checking” reflected in the current and in possible future auditor’s
reports might not only contribute to optimizing the functioning of the
business world. It also appears to be an expression of a growing
aspiration towards diminishing insecurity and distrust in society as a
whole.
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Unprinted material
Bolagsverket’s archive, Sundsvall (BVa)
SE/BVa/UV81:
 A: Auditor’s report for Bostadsaktiebolaget Enighets i Stockholm
(corporate identity no. 556000-4433) for 1915.
 B: Auditor’s report for Guldsmedsaktiebolaget (corporate
identity no. 556000-0043) for 1915.
 C: Auditor’s report for Guldsmedsaktiebolaget (corporate
identity no. 556000-0043) for 1920.
 D: Auditor’s report for Sandvikens Jernverks Aktiebolag
(corporate identity no. 556000-3468) for 1920.
 E: Auditor’s report for Herrängs Grufaktiebolag (corporate
identity no. 556000-3575) for 1915.
 F: Auditor’s report for H. Halls Boktryckeriaktiebolag (corporate
identity no. 556001-6494) for 1925.
 G: Auditor’s report for Knappfors Slussaktiebolag (corporate
identity no. 556001-1248) for 1930.
 H: Auditor’s report for Slagteri-Aktiebolaget (corporate identity
no. 556000-0472) for 1920.
 I: Auditor’s report for Slagteri-Aktiebolaget (corporate identity
no. 556000-0472) for 1925.
 J: Auditor’s report for Slagteri-Aktiebolaget (corporate identity
no. 556000-0472) for 1930.
 K: Auditor’s report for Uddeholm Tooling AB (corporate identity
no. 556046-2755) for 1980.
 L: Auditor’s report for Uddeholm Tooling AB (corporate identity
no. 556046-2755) for 1990.
 M: Auditor’s report for Uddeholm Tooling AB (corporate
identity no. 556046-2755) for 2000.
 N: Auditor’s report for Uddeholms AB (corporate identity no.
556046-2755) for 2010.
 O: Auditor’s report for Uddeholms AB (corporate identity no.
556046-2755) for 2015.
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 P: Auditor’s report for Zinkgruvans Handelaktiebolag (corporate
identity no. 556000-3682) for 1956.
 Q:
Checking
clerk’s
report
for
Svenska
Gummifabriksaktiebolaget (corporate identity no. 5560000472) for 1920.

Föreningen Auktoriserade Revisorer’s archive, Stockholm
(FARa)
SE/FARa/A1/3:
 Appendix to the minutes of the annual general meeting.

SE/FARa/F14/MRV:
 A: Course material 1941.
 B: Course material 1946.
 C: Course material 1954.

Nya Wermlandstidningens Aktiebolag’s archive, Karlstad (NWTa)
SE/NWTa/URV82:
 A: Auditor’s report for Nya Wermlandstidningens Aktiebolag
for 1900.
 B: Auditor’s report for Nya Wermlandstidningens Aktiebolag
for 1901.
 C: Auditor’s report for Nya Wermlandstidningens Aktiebolag
for 1902.
 D: Auditor’s report for Nya Wermlandstidningens Aktiebolag
for 1903.
 E: Auditor’s report for Nya Wermlandstidningens Aktiebolag
for 1904.
 F: Auditor’s report for Nya Wermlandstidningens Aktiebolag
for 1932.
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 G: Auditor’s report for Nya Wermlandstidningens Aktiebolag
for 1950.

Värmland’s archive, Karlstad (Va)
SE/Va/50840/MRV8321:
 Checking clerk’s report for the Annual Accounts of 1900.

Uddeholms AB, Centralförvaltningen: Direktionsarkivet,
SE/Va/50840/MRV99:
 A: Deputy reports for Uddeholms Bolag for 1825 – 1826, 1831,
1833 – 1835, 1838, 1840 – 1853, 1856 – 1862, 1864 – 1869.
 B: Auditor’s report for Uddeholms Bolag for 1870.
 C: Auditor’s report for Uddeholms AB for 1880.

Uddeholms AB, Centralförvaltningen: Liggare och räkenskaper,
SE/Va/50842/MRV

Uddeholms AB, Centralförvaltningen: Historiska arkivet,
SE/Va/51191/282
 A: Articles of Association for Uddeholms Bolag, adopted by the
30 August, 1860 annual general meeting.
 B: Instructions for the auditors of Uddeholms Aktie-Bolag,
1879.
 C: Auditor’s report for Uddeholms AB for 1885.
 D: Auditor’s report for Uddeholms AB for 1890.
 E: Auditor’s report for Uddeholms AB for 1895.
 F: Auditor’s report for Uddeholms AB for 1900.
 G: Auditor’s report for Uddeholms AB for 1910.
 H: Auditor’s report for Uddeholms AB for 1920.
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 I: Auditor’s report for Uddeholms AB for 1930.
 J: Auditor’s report for Uddeholms AB for 1940.

Uddeholms AB, SE/Va/URV:
 A: Auditor’s report for Uddeholms AB for 1950.
 B: Auditor’s report for Uddeholms AB for 1960.
 C: Auditor’s report for Uddeholms AB for 1970.
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Appendix I – Template of the former unqualified
auditor’s report
INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]
Report on the Financial Statements
We have audited the accompanying financial statements of ABC Company, which
comprise the statement of financial position as at December 31, 20X1, and the
statement of comprehensive income, statement of changes in equity and statement
of cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these
financial statements in accordance with International Financial Reporting
Standards, and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on
our audit. We conducted our audit in accordance with International Standards on
Auditing. Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.
Opinion
In our opinion, the financial statements present fairly, in all material respects, (or
give a true and fair view of) the financial position of ABC Company as at December
31, 20X1, and (of) its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards.
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Report on Other Legal and Regulatory Requirements
[Form and content of this section of the auditor’s report will vary depending on the
nature of the auditor’s other reporting responsibilities.]
[Auditor’s signature]
[Date of the auditor’s report]
[Auditor’s address]

(IFAC 2009c:Appendix)
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Appendix II – Illustration of unqualified auditor’s reports
Auditor’s report on financial statements of a non-listed entity
INDEPENDENT AUDITOR’S REPORT
To the Shareholders of ABC Company [or Other Appropriate Addressee]
Opinion
We have audited the financial statements of ABC Company (the Company), which
comprise the statement of financial position as at December 31, 20X1, and the
statement of comprehensive income, statement of changes in equity and statement
of cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies.
In our opinion, the accompanying financial statements present fairly, in all material
respects, (or give a true and fair view of) the financial position of the Company as
at December 31, 20X1, and (of) its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards
(IFRSs).
Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing
(ISAs). Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the Company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in
[jurisdiction], and we have fulfilled our other ethical responsibilities in accordance
with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.
Responsibilities of Management and Those Charged with Governance
for the Financial Statements84
Management is responsible for the preparation and fair presentation of the financial
statements in accordance with IFRSs,85 and for such internal control as
management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has
no realistic alternative but to do so.

84

Or other terms that are appropriate in the context of the legal framework of the particular
jurisdiction.
Where management’s responsibility is to prepare financial statements that give a true and
fair view, this may read: ”Management is responsible for the preparation of financial
statements that give a true and fair view in accordance with International Financial Reporting
Standards, and for such…”.
85
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Those charged with governance are responsible for overseeing the Company’s
financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.
A further description of the auditor’s responsibilities for the audit of the financial is
located at [Organization’s] website at: [website link]. This description forms part of
our auditor’s report.
[Signature in the name of the audit firm, the personal name of the auditor, or both,
as appropriate for the particular jurisdiction]
[Auditor Address]
[Date]

(IFAC 2015a:Appendix)
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Auditor’s report on financial statements of a listed entity
INDEPENDENT AUDITOR’S REPORT
To the Shareholders of ABC Company [or Other Appropriate Addressee]
Report on the Audit of the Financial Statements86
Opinion
We have audited the financial statements of ABC Company (the Company), which
comprise the statement of financial position as at December 31, 20X1, and the
statement of comprehensive income, statement of changes in equity and statement
of cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies.
In our opinion, the accompanying financial statements present fairly, in all material
respects, (or give a true and fair view of) the financial position of the Company as
at December 31, 20X1, and (of) its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards
(IFRSs).
Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing
(ISAs). Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the Company in accordance with the International
Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants (IESBA Code) together with the ethical requirements that are relevant
to our audit of the financial statements in [jurisdiction], and we have fulfilled our
other ethical responsibilities in accordance with these requirements and the IESBA
Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period. These
matters were addressed in the context of our audit of the financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.
[Description of each key audit matter in accordance with ISA 701.]
Responsibilities of Management and Those Charged with Governance
for the Financial Statements87

86

The sub-title “Report on the Audit of the Financial Statements” is unnecessary in

circumstances when the second sub-title “Report on Other Legal and Regulatory
Requirements” is not applicable.
Throughout these illustrative auditor’s reports, the terms management and those charged
with governance may need to be replaced by another term that is appropriate in the context
of the legal framework in the particular jurisdiction.
87

331

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with IFRSs,88 and for such internal control as
management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has
no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Company’s
financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.
89As

part of an audit in accordance with ISAs, we exercise professional judgment
and maintain professional skepticism throughout the audit. We also:
• Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

88

Where management’s responsibility is to prepare financial statements that give a true and

fair view, this may read: “Management is responsible for the preparation of financial
statements that give a true and fair view in accordance with International Financial Reporting
Standards, and for such ...”.
89

Paragraph 40(b) of this ISA explains that the shaded material below can be located in an

appendix to the auditor’s report. Paragraph 40(c) explains that when law, regulation or
national auditing standards expressly permit, reference can be made to a website of an
appropriate authority that contains the description of the auditor’s responsibilities, rather than
including this material in the auditor’s report, provided that the description on the website
addresses, and is not inconsistent with, the description of the auditor’s responsibilities below.
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• Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company’s internal control.90
• Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by management.
• Conclude on the appropriateness of management’s use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events or conditions may cause
the Company to cease to continue as a going concern.
• Evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.
We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our
audit.
We also provide those charged with governance with a statement that we have
complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.
From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the financial statements
of the current period and are therefore the key audit matters. We describe these
matters in our auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.
Report on Other Legal and Regulatory Requirements
[The form and content of this section of the auditor’s report would vary depending
on the nature of the auditor’s other reporting responsibilities prescribed by local
law, regulation, or national auditing standards. The matters addressed by other
law, regulation or national auditing standards (referred to as “other reporting
responsibilities”) shall be addressed within this section unless the other reporting
responsibilities address the same topics as those presented under the reporting
responsibilities required by the ISAs as part of the Report on the Audit of the
90

This sentence would be modified, as appropriate, in circumstances when the auditor also

has a responsibility to issue an opinion on the effectiveness of internal control in conjunction
with the audit of the financial statements.
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Financial Statements section. The reporting of other reporting responsibilities that
address the same topics as those required by the ISAs may be combined (i.e.,
included in the Report on the Audit of the Financial Statements section under the
appropriate subheadings) provided that the wording in the auditor’s report clearly
differentiates the other reporting responsibilities from the reporting that is
required by the ISAs where such a difference exists.
The engagement partner on the audit resulting in this independent auditor’s report
is [name].
[Signature in the name of the audit firm, the personal name of the auditor, or both,
as appropriate for the particular jurisdiction]
[Auditor Address]
[Date]

(IFAC 2015b:Appendix)
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Appendix III – Illustration of qualified auditor’s reports
Auditor’s report with a qualified opinion due to material
misstatement of the financial statements
INDEPENDENT AUDITOR’S REPORT
To the Shareholders of ABC Company [or Other Appropriate Addressee]
Report on the Audit of the Financial Statements91
Qualified Opinion
We have audited the financial statements of ABC Company (the Company), which
comprise the statement of financial position as at December 31, 20X1, and the
statement of comprehensive income, statement of changes in equity and statement
of cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies.
In our opinion, except for the effects of the matter described in the Basis for
Qualified Opinion section of our report, the accompanying financial statements
present fairly, in all material respects, (or give a true and fair view of) the financial
position of the Company as at December 31, 20X1, and (of) its financial performance
and its cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRSs).
Basis for Qualified Opinion
The Company’s inventories are carried in the statement of financial position at xxx.
Management has not stated the inventories at the lower of cost and net realizable
value but has stated them solely at cost, which constitutes a departure from IFRSs.
The Company’s records indicate that, had management stated the inventories at the
lower of cost and net realizable value, an amount of xxx would have been required
to write the inventories down to their net realizable value. Accordingly, cost of sales
would have been increased by xxx, and income tax, net income and shareholders’
equity would have been reduced by xxx, xxx and xxx, respectively.
We conducted our audit in accordance with International Standards on Auditing
(ISAs). Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the Company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in
[jurisdiction], and we have fulfilled our other ethical responsibilities in accordance
with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our qualified opinion.
Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period. These
matters were addressed in the context of our audit of the financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. In addition to the matter described in the Basis for
91

The sub-title “Report on the Audit of the Financial Statements” is unnecessary in

circumstances when the second sub-title “Report on Other Legal and Regulatory
Requirements” is not applicable.
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Qualified Opinion section we have determined the matters described below to be
the key audit matters to be communicated in our report.
[Description of each key audit matter in accordance with ISA 701.]
Responsibilities of Management and Those Charged with Governance
for the Financial Statements92
[Reporting in accordance with ISA 700 (Revised) – see Illustration 1 in ISA 700
(Revised).]
Auditor’s Responsibilities for the Audit of the Financial Statements
[Reporting in accordance with ISA 700 (Revised) – see Illustration 1 in ISA 700
(Revised).]
Report on Other Legal and Regulatory Requirements
[Reporting in accordance with ISA 700 (Revised) – see Illustration 1 in ISA 700
(Revised).]
The engagement partner on the audit resulting in this independent auditor’s report
is [name].
[Signature in the name of the audit firm, the personal name of the auditor, or both,
as appropriate for the particular jurisdiction]
[Auditor Address]
[Date]

(IFAC 2015c:Appendix)
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Throughout the illustrative auditor’s reports, the terms management and those charged

with governance may need to be replaced by another term that is appropriate in the context
of the legal framework in the particular jurisdiction.
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Auditor’s report with an adverse opinion due to a material
misstatement of the consolidated financial statements
INDEPENDENT AUDITOR’S REPORT
To the Shareholders of ABC Company [or Other Appropriate Addressee]
Report on the Audit of the Consolidated Financial Statements93
Adverse Opinion
We have audited the consolidated financial statements of ABC Company and its
subsidiaries (the Group), which comprise the consolidated statement of financial
position as at December 31, 20X1, and the consolidated statement of comprehensive
income, consolidated statement of changes in equity and consolidated statement of
cash flows for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.
In our opinion, because of the significance of the matter discussed in the Basis for
Adverse Opinion section of our report, the accompanying consolidated financial
statements do not present fairly (or do not give a true and fair view of) the
consolidated financial position of the Group as at December 31, 20X1, and (of) its
consolidated financial performance and its consolidated cash flows for the year then
ended in accordance with International Financial Reporting Standards (IFRSs).
Basis for Adverse Opinion
As explained in Note X, the Group has not consolidated subsidiary XYZ Company
that the Group acquired during 20X1 because it has not yet been able to determine
the fair values of certain of the subsidiary’s material assets and liabilities at the
acquisition date. This investment is therefore accounted for on a cost basis. Under
IFRSs, the Company should have consolidated this subsidiary and accounted for the
acquisition based on provisional amounts. Had XYZ Company been consolidated,
many elements in the accompanying consolidated financial statements would have
been materially affected. The effects on the consolidated financial statements of the
failure to consolidate have not been determined.
We conducted our audit in accordance with International Standards on Auditing
(ISAs). Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements
section of our report. We are independent of the Group in accordance with the
ethical requirements that are relevant to our audit of the consolidated financial
statements in [jurisdiction], and we have fulfilled our other ethical responsibilities
in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our adverse opinion.
Key Audit Matters
Except for the matter described in the Basis for Adverse Opinion section, we have
determined that there are no other key audit matters to communicate in our report.
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The sub-title “Report on the Audit of the Consolidated Financial Statements” is

unnecessary in circumstances when the second sub-title “Report on Other Legal and
Regulatory Requirements” is not applicable.
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Responsibilities of Management and Those Charged with Governance
for the Consolidated Financial Statements94
[Reporting in accordance with ISA 700 (Revised) – see Illustration 2 in ISA 700
(Revised).]
Auditor’s Responsibilities for the Audit of the Consolidated Financial
Statements
[Reporting in accordance with ISA 700 (Revised) – see Illustration 2 in ISA 700
(Revised).]
Report on Other Legal and Regulatory Requirements
[Reporting in accordance with ISA 700 (Revised) – see Illustration 2 in ISA 700
(Revised).]
The engagement partner on the audit resulting in this independent auditor’s report
is [name].
[Signature in the name of the audit firm, the personal name of the auditor, or both,
as appropriate for the particular jurisdiction]
[Auditor Address]
[Date]

(IFAC 2015c:Appendix)
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Or other terms that are appropriate in the context of the legal framework in the particular

jurisdiction.
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Auditor’s report with a disclaimer of opinion due to auditor’s
inability to obtain sufficient appropriate audit evidence about a
single element of the consolidated financial statements
INDEPENDENT AUDITOR’S REPORT
To the Shareholders of ABC Company [or Other Appropriate Addressee]
Report on the Audit of the Consolidated Financial Statements95
Disclaimer of Opinion
We were engaged to audit the consolidated financial statements of ABC Company
and its subsidiaries (the Group), which comprise the consolidated statement of
financial position as at December 31, 20X1, and the consolidated statement of
comprehensive income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant accounting
policies.
We do not express an opinion on the accompanying consolidated financial
statements of the Group. Because of the significance of the matter described in the
Basis for Disclaimer of Opinion section of our report, we have not been able to
obtain sufficient appropriate audit evidence to provide a basis for an audit opinion
on these consolidated financial statements.
Basis for Disclaimer of Opinion
The Group’s investment in its joint venture XYZ Company is carried at xxx on the
Group’s consolidated statement of financial position, which represents over 90% of
the Group’s net assets as at December 31, 20X1. We were not allowed access to the
management and the auditors of XYZ Company, including XYZ Company’s auditors’
audit documentation. As a result, we were unable to determine whether any
adjustments were necessary in respect of the Group’s proportional share of XYZ
Company’s assets that it controls jointly, its proportional share of XYZ Company’s
liabilities for which it is jointly responsible, its proportional share of XYZ’s income
and expenses for the year, and the elements making up the consolidated statement
of changes in equity and the consolidated cash flow statement.
Responsibilities of Management and Those Charged with Governance
for the Consolidated Financial Statements96
[Reporting in accordance with ISA 700 (Revised) – see Illustration 2 in ISA 700
(Revised).]
Auditor’s Responsibilities for the Audit of the Consolidated Financial
Statements
Our responsibility is to conduct an audit of the Group’s consolidated financial
statements in accordance with International Standards on Auditing and to issue an
The sub-title “Report on the Audit of the Consolidated Financial Statements” is
unnecessary in circumstances when the second sub-title “Report on Other Legal and
Regulatory Requirements” is not applicable.
95
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Or other terms that are appropriate in the context of the legal framework of the particular

jurisdiction.
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auditor’s report. However, because of the matter described in the Basis for
Disclaimer of Opinion section of our report, we were not able to obtain sufficient
appropriate audit evidence to provide a basis for an audit opinion on these
consolidated financial statements.
We are independent of the Group in accordance with the ethical requirements that
are relevant to our audit of the financial statements in [jurisdiction], and we have
fulfilled our other ethical responsibilities in accordance with these requirements.
Report on Other Legal and Regulatory Requirements
[Reporting in accordance with ISA 700 (Revised) – see Illustration 2 in ISA 700
(Revised).]
[Signature in the name of the audit firm, the personal name of the auditor, or both,
as appropriate for the particular jurisdiction]
[Auditor Address]
[Date]

(IFAC 2015c:Appendix)

340

Appendix IV – Illustration of an auditor’s report with an
Emphasis of matter section and an Other matter
section
INDEPENDENT AUDITOR’S REPORT
To the Shareholders of ABC Company [or Other Appropriate Addressee]
Report on the Audit of the Financial Statements97
Opinion
We have audited the financial statements of ABC Company (the Company), which
comprise the statement of financial position as at December 31, 20X1, and the
statement of comprehensive income, statement of changes in equity and statement
of cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies.
In our opinion, the accompanying financial statements present fairly, in all material
respects, (or give a true and fair view of) the financial position of the Company as
at December 31, 20X1, and (of) its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards
(IFRSs).
Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing
(ISAs). Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the Company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in
[jurisdiction], and we have fulfilled our other ethical responsibilities in accordance
with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.
Emphasis of Matter98
We draw attention to Note X of the financial statements, which describes the effects
of a fire in the Company’s production facilities. Our opinion is not modified in
respect of this matter.
Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period. These
matters were addressed in the context of our audit of the financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.
The sub-title “Report on the Audit of the Consolidated Financial Statements” is
unnecessary in circumstances when the second sub-title “Report on Other Legal and
Regulatory Requirements” is not applicable.
97

98

As noted in paragraph A16, an Emphasis of Matter paragraph may be presented either
directly before or after the Key Audit Matters section based on the auditor’s judgement as to
the relative significance of the information included in the Emphasis of Matter paragraph.
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[Description of each key audit matter in accordance with ISA 701.]
Other Matter
The financial statements of ABC Company for the year ended December 31, 20X0,
were audited by another auditor who expressed an unmodified opinion on those
statements on March 31, 20X1.
Responsibilities of Management and Those Charged with Governance
for the Financial Statements99
[Reporting in accordance with ISA 700 (Revised) – see Illustration 1 in ISA 700
(Revised).]
Auditor’s Responsibilities for the Audit of the Financial Statements
[Reporting in accordance with ISA 700 (Revised) – see Illustration 1 in ISA 700
(Revised).]
Report on Other Legal and Regulatory Requirements
[Reporting in accordance with ISA 700 (Revised) – see Illustration 1 in ISA 700
(Revised).]
The engagement partner on the audit resulting in this independent auditor’s report
is [name].
[Signature in the name of the audit firm, the personal name of the auditor, or both,
as appropriate for the particular jurisdiction]
[Auditor Address]
[Date]

(IFAC 2015d:Appendix 3)

Throughout these illustrative auditor’s reports, the terms management and those charged
with governance may need to be replaced by another term that is appropriate in the context
of the legal framework in the particular jurisdiction.
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Appendix V – Auditor’s reports for Uddeholms AB
Auditor’s report for 1890
Report
on
the Audit of Uddeholms Aktiebolag’s
accounts and administration
for
the calendar year 1890
In accordance with our appointment, we submit the following report concerning
Uddeholms Aktiebolag’s operations during the year 1890.
We have in regard to the management of particular segments reviewed the
following in the accounts:
I.

Iron processing.

1:o) Ore hauling amounts to …
23,205 tonnes
Purchased ore…
12,280 ”
35,485.00 tonnes
The corresponding amount for the year 1889
30,671.00 ”
2:o) Pig iron production comprised…
15,052.00 ”
or on average, approximately 11,660 tonnes per day.
The figure for the year 1889 was…
14,782.00 ”
or on average, approximately 11,720 tonnes per day.
3:o) Foundry and workshop services at Hagfors
Completed at a value of
SEK
112,525.54
These amounted in 1889 to
”
124,963.33
Open-hearth foundry products at Munkfors 165.971 tonnes
at a values of SEK…
34,134.11
4:o) Bloom production comprised…
5,858.588 tonnes
Last year
7,108.967 ”
5:o) Manufactured from ingot metal:
Bessemer…
5,782.985 tonnes
Open-hearth…
7,666.445 ” 13,449.430 ”
Last year
12,106.038 ”
6:o) Production of refined iron was:
a) Rolled Bessemer in heavy section rolling mill… 5,150.710 ”
b) Rolled Bessemer in light and medium
section rolling mill…
2,066.463 ”
c) Rolled open-hearth in heavy
section rolling mill…
6,614.739 ”
d) Rolled open-hearth in light and medium
section rolling mill…
5,648.325 ”
e) Handed Lancashire iron…
1,204.585 ”
f) Rolled Lancashire iron…
2,308.938 ”
Total
22,993.760 tonnes
Last year
21,362.466 tonnes
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7:o) Crude steel production was…
Last year…
8:o) From crude steel expanded Blister steel…
Last year…
9:o) Forge production:
Horseshoe-nail…
Year 1889…
Horseshoes…
Year 1889…
Miscellaneous production…
Year 1889…
Drawn wires, etc.…
Year 1889…
Wire nails…
Year 1889…
10:o) Wood screw production…

583.290
546.830
272.340
387.138

”
”
”

”

558.981 ”
366.282 ”
72.806 ”
50.269 ”
87.079 ”
111.974 ”
687.575 ”
544.339 ”
70.799 ”
46.417 ”
267,186 gross

Production for the year 1889 was…
295,104 ”
We refer to the administration report regarding the amount of iron products
ready for the market as well as sold iron products.
II.

Coal load.

From the company’s own forests…
Purchased…
Total
Coal form own forests was in the year 1889…
Purchased coal…
Total
III.

156,087.4 kbm.
10,095.7 ” ’
166,183.1 kbm.
138,731.7 kbm.
9,387.5 ” *
148,119.2 kbm.

Wood products business.

1:o) Timber load from own forests…
Timber load from the estate’s purchased forests…
Purchased timber…
Total
136,256
82,772
84,924

Last year from own forests…
from the estate’s purchased forests…
purchased timber…
2:o) For sawing at Munkfors was used…
For sawing at Skoghall was used…
85,639
For sawing at Munkfors in the year 1889 was used…
For sawing at Skoghall in the year 1889 was used… 81,545

125,293 logs
80,795 ”
86,889 ” *
292,977 logs

303,952
202,262
287,901
160,889
242,434

”
”
”

We refer to the administration report regarding wood products in general and
the sale of wood products.
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IV.

Nordmarks-Klarelfvens Railway.

Income for travel, cargo, mail, etc. amounted to SEK…
377,792.80
Expenses for the year amounted to SEK…
206,192.52
Retained profit from traffic SEK…
171,600.28
Income per day and rail kilometre was SEK…
13.48
Expense per day and rail kilometre was SEK…
6.54 SEK = 48.52%
Last year:
Income…
12.89
Expense…
5.78 SEK = 44.84%
We refer to the submitted Auditor’s Report in reference to the railway.
V.
Construction and major repairs completed during the year.
A. New builds and supplemental construction work.
At Skogsförlagen:
Mill at Föskefors…
At Mokärnshyttan:
Shop with outhouse (completed)…
At Uddeholm:
Archive building (completed)…
At Gustafsfors:
Coal house at works…
At Hagfors:
Gas pipes…
Workers’ lodgings and outhouse…
Schoolhouse (started)…
Electric lighting…
Sewing factory…
At Munkfors:
Water pipes…
Workers’ lodgings…
Expansion of wire drawing mill…
Coal house…
Electric lighting…
Coal generators…
Steam boiler for steam hammer…
Hotel building (started)…
Stable and barn…
Smelting forges…
Cross-cutting saw in rolling mill…
At Skoghall:
Drying house for planing mill…

SEK

9,695.90
5,241.06
5,820.41
1,903.69

1,841.15
14,528.90
9,816.84
17,961.22
277.39

44,425.50

1,049.23
7,885.98
41,511.97
2,419.17
8,409.10
7,125.87
3,560.88
6,434.60
9,976.88
5,841.18
1,045.95

95,260.81

SEK
B. Repair and maintenance.
At Mokärnshytte works and properties…
At Lovisebergs properties…
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3,394.98
6,632.62

13,379.75
175,727.12

At Skogsförlagen och Sunnemo…
At Gustafsfors works and properties…
At Hagfors works and properties…
At Uddeholms properties…
At Gustaf Adolf’s Church…
At Skoghall…
At Stjernsfors works and properties…
At Munkfors works and properties…

23,442.73
3,405.45
7,210.23
9,345.00
220.66
4,297.42
2,637.58
9,440.77
SEK

Of the above constructions:
cancelled in the overhead accounts…
written off…
carried forward for amortisation…
From last year’s constructions carried forward:
cancelled in the overhead accounts…
written off…
VI.

29,203.70
206,918.21 236,121.91
9,632.65
9,637.96
27,369.94

32,775.78
797,836.44
144,679.18
23,409.27
45,262.07
13,718.58
17,436.90
160,000.00 1,235,118.22

425,410.37
344.52
2,773.43
691.51
2,794.54

6,604.00
291,583.28
SEK

VII.

37,007.90

Summary of profit and loss.

Profits.
Mines…
Iron processing…
Wood products business…
Interest from farm estate and land…
Miscellaneous shares and bonds…
Estate works and mills…
Trade and miscellaneous…
Nordmarks-Klarelfvens Railway…
Losses.
Interests…
Agriculture…
Mines…
Iron products…
Miscellaneous…
Write offs…
Net profit for the year…

70,027.44
245,754.56

723,597.65
511,520.57
1,235,118.22

The Company’s financial position on 31 December 1890.

Assets:
Properties according to the final accounts
for the year 1889…
Purchases during the year…
Mines and mine segments…
The estate’s purchased forests…
Shares in railways, vessels, etc.…
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6,600,000.00
45,000.00 6,645,000.00
945,448.84
425,427.64
3,753,350.82

Workers…
Commissioners…
Current accounts for various individuals
and companies…
Filipstads Norra Bergslags Jernvägs Aktiebolag’s
bonds…
Miscellaneous accounts…
Charcoal and coal, coke, wood, branches,
peat and sawdust…
Ore, lime, quartz and sandstone…
Pig iron, scrap iron and castings…
Iron and steel items…
Saw horses, construction timber and
railway sleepers…
Wood planks, boards, edging and shingles…
Grain, salt items and vetch…
Livestock…
Trade ad various goods…
Vessels, dredge and coal boxes…
Feed, rye planting seed, grass seed
and root vegetables…
Cash…
Miscellaneous inventory at the works…

359,931.20
603,072.36
504,933.54
95,500.00
69,982.08 6,757,601.48
206,831.19
547,283.51
378,305.88
1,237,169.21 2,369,589.79
61,249.80
405,643.14
61,631.26
31,845.36
55,864.28

466,892.94

36,805.08
16,304.24
22,578.45
290,583.12 515,611.79
SEK 16,754,696.00

Liabilities:
Uddeholms Aktiebolag’s debenture loan…
Wermlands Hypoteksförening...
Jernkontoret…
Banks and bankers…
Nobility and security…
Uddeholms Sparbank…
Parish funds and donations…
Funds deposited by country people…
Funds deposited by nobility…
Workers…
Current accounts for various individuals
and companies…
Miscellaneous accounts…
Nordmarks—Klarelfvens Railway…
Funds belonging to various companies…
Reserve fund…
Share capital…
Net profit for the year…
Assets in excess of liabilities…
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1,625,000.00
2,942,826.90
317,062.78 4,884,789.68
866,223.07
450,000.00 1,316,223.07
79,974.31
35,977.30
1,118,758.53
343,330.26
114,077.54
130,755.97
74,434.20 1,897,308.11
94,218.30
191,981.67
300,743.68 586,943.65
3,000,000.00
511,520.57
4,557,910.92
SEK 16,754,696.00

Summary of the above.
Assets:
Properties…
Inventory…
Receivables and other assets…
SEK

31 Dec. 1890
6,645,000.00
3,352,094.52
6,757,601.48
18,630,195.66

Liabilities:
Share capital...
3,000,000.00
Reserve fund and other funds belonging
to the company…
586,943.65
Other liabilities…
8,098,320.86
Net profit for the year…
511,520.57
Assets in excess of liabilities…
4,557,910.92
SEK 16,754,696.00

31 Dec. 1889

6,600,000.56
3,752,385.82
6,543,578.29
18,263,007.03

3,000,000.00
418,739.39
8,561,813.85
506,490.24
4,408,920.95
16,895,964.16

VIII. Burned securities.
The undersigned Falk and Dahlgren have burned the below listed securities
that the company has redeemed and cancelled, and unused forms:
A. Related to the company’s debenture loan:
1:o) All drawn bonds with coupons that have matured for payment on 1 July 1890,
namely:
Series A shares. Numbers 14, 32, 63, 80, 98, 136, 138, 151, 159, 210, 239, 243,
246, 273, 278 or 15 shares à SEK 5,000…
= SEK 75,000.
Series B shares. Numbers 8, 39, 46, 120, 152, 173, 210, 228, 248, 253, 262, 270,
322, 375, 377, 381, 382, 394, 400, 412, 427, 430, 447, 559, 560, 567, 589, 592, 612,
614, 651, 671, 678, 697, 730, 743, 748, 755, 768, 769, 781, 827, 831, 848, 855, 874,
948, 970, 975, 976 or 50 shares á SEK 1,000
= SEK 50,000.
Total SEK
125,000.
2:o) All interest coupons that have been redeemed 2 January 1891 (coupon no. 14)
of both series, namely 210 Series A and 700 to Series B corresponding to the sum
of SEK…
= 48,125.00.
3:o) All interest coupons that have been redeemed 1 July 1890 (coupon no. 15) of
both series, namely 210 Series A and 700 Series B, except for no. 645 of Series B,
corresponding to the sum of SEK…
= 48,097.50.
B. Dividend coupons associated with Uddeholms Aktiebolag’s
shares
1:o) For year 1888: Coupons for the shares numbers 1,127-1,276, 1,377-1,426, 1,4771,576, 6,573-6,576 or all together 304.
2:o) For year 1889: all 12,500 dividend coupons associated with the shares except
the following 14, namely N:ris 8,539-8548, 8,983-8,984, 9,001-9,002.
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C. Old, unused forms for share certificates with coupons, namely:
9,103 share certificates,
978 coupon sheet with talon.
A coupon sheet with talon for share certificates in the safe custody of the
manager has been sent for a sample printing of new ones.
We have examined the existing securities at head office and found in the
manager’s safe keeping a list of the company’s other assets in other locations as well
as documents of title deposited as collateral.
During the year, the Board of Directors sold 10 Series A bonds in Filipstads
Norra Bergslags Jernvägs Aktiebolag for SEK 10,000 and received in dividends from
Nordmarks Grufaktiebolag 43 Series B bonds à SEK 300 in the aforementioned
railway company at a nominal SEK 12,900.
Concerning iron processing, it should be pointed out that the company’s
production prices have in most cases declined also in 1890, which is particularly the
case in terms of iron manufacturing, the spread and sale of which appears to have
progressed in the preferred direction. This circumstance, together with the decline
in production prices, has been the cause of the particularly favourable results, that
the company’s iron production has reported for the year 1890.
We refer to the administration report regarding coal load, the wood products
business and the sale of wood products.
During the year, 2,770 cubic fathoms of pulpwood was delivered to Stjerns
Aktiebolag at the same price as last year. Of the company’s subscription for SEK
200,000 shares in this company, 5% in dividends was received.
Seed plant of the company’s own forests was conducted in a 520.38 hectare area
at a cost of SEK 3,854.84 or 1,040 24/32 acre à SEK 3.70 per acre.
During the year 1889, 1,310 31/32 acre à 3.05 per acre were planted.
During the year 1889, 1,654 31/32 acre à 3.16 per acre were planted.
During the year 1889, 1,536 31/32 acre à 3.48 per acre were planted.
During the year 1889, 1,215 31/32 acre à 3.65 per acre were planted.
During the year 1885, 965 31/32 acre à 3.28 per acre were planted.
Operations conducted on properties belong the company reported a profit of
SEK 8,286.01.
The company’s inventory value declined by SEK 400,291.35 during the year, in
addition to a SEK 463,492.99 reduction in liability and interest loss of SEK
35,039.39.
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The company’s booked property valued increased during the year by SEK
45,000.
Receivables from workers have declined by SEK 21,067.48.
We recommend that the general meeting of shareholders approve the Board of
Directors’ proposed dividend of SEK 15 per share.
After our audit of the company’s accounts at Uddeholm during the months of
April, May and June, familiarising ourselves with the company as per the
instructions for the company’s auditors, and visiting during that period the
company’s foremost factory and facilities, we found that the Board of Directors with
diligence and dedication has administered the company’s affairs. We recommend
that the company gratefully discharge the Board of Directors completely from
liability for the 1890 year’s administration and accounts.
Uddeholm, 27 June 1891.
Wilhelm Falk.
Edv. Dahlgren.

Anton Sjögren.

(SE/Va/51191/282/D)
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Auditor’s report for 1910
Report
on
the Audit of Uddeholms Aktiebolag’s
accounts and administration
for
the calendar year 1910
We hereby submit our report on the audit of Uddeholms Aktiebolag’s accounts
for the most recent calendar year as commissioned by the annual general meeting.
We have in regard to the management of particular segments reviewed the
following in the accounts:
I. Iron processing:
Year 1910.

1:o) Ore hauling amounts to 42,290,905 tonnes
Purchased ore…
1,500,900 ”
41,791,805
2:o) Pig iron production comprised… tonnes
18,416,060
Or on an avarage, blow moulding per day ”
15,767
3:o) Foundry and workshop services at Hagfors
completed at a value of…
SEK
264,600.82
Open-hearth foundry products
at Munkfors…
tonnes
379,444
Corresponding to a value of…
SEK
77,337.67
4:o) Bloom production comprised…
tonnes
2,993,143
5:o) Manufactured ingot:
Bessemer…
2,684,080 tonnes
Open-hearth…
19,732,692 ”
22,416,772
6:o) Production of refined iron was:
g) Rolled bessemer in heavy section
rolling mill…
2,266,893 tonnes
h) Rolled bessemer in light and medium section
rolling mill…
1,317,639 ”
i) Rolled open-hearth in heavy section
rolling mill…
14,175,506 ”
j) Rolled open-hearth in light and medium section
rolling mill…
9,027,065 ”
k) Milled tube blanks at
Hagfors…
25,235 ”
l) Rolled Lancashire
iron…
1,683,811 ”
m) Extended at tail hammer
Bessemer…
161,873 ”
Open-hearth…
201,663 ”
28,859,786
7:o) Crude steel production was…
70,250
8:o) From crude steel expanded Blister steel…
141,426
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Year 1909.

31,849,887
14,210,510
15,616
190,447.58
196,822
37,678.22
2,481,799

16,150,999

22,006,685
135,630
---

9:o) Forge production, horseshoe-nail, screws, drawn wires, cold-rolled
iron and steel and other production…
6,416,460
3,609,132
II. Coal load:
From company forests and
felling forests…
Purchased coal…

cubic metres 110,645
”
17,286

129,986
23,536

III. Wood products business:
1:o) Timber load:
from own forests
felling forests
purchased timber
Total

logs
”
”
logs

197,719
6,720
730
205,169

189,758
40,131
71,497
301,386

Total

logs
”
logs

223,939
142,185
366,124

76,560
46,815
123,375

2:o) For sawing:
at Munkfors
at Skoghall

IV. New builds and construction work:
A. Construction and major completions.
Construction of power station at Forshult…
Dam construction at Råda…
New build of boarding-house at Råda…
Construction of school house at Dragsjöberg…
At Munkfors:
New build of engineer housing…
New build of worker’s housing
and outhouse…
New build at Laxholmen…
New build of barn and estate factory…
New build of power station…
Expansion of wire drawing mill…
Coal welding furnaces for light works…
Electric-proofing of open-hearth…
Renovation of timber intake…
Coal house at Hästskoholmen ……
At Hagfors:
New build of worker’s housing…
New build of steel strip works
New build of boiler house at
Skruf plant…
New build of slaughterhouse…

SEK 929,311.49
”
9,245.32
”
4,217.08
”
1,576.92

SEK 18,976.49
” 34,359.22
” 151,853.60
”
220.60
” 45,322.90
”
502.79
” 11,904.90
”
1,193.75
”
2,955.21
”
3,520.97
SEK 43,912.31
”
41,577.32
”
”
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21,378.71
1,235.61

” 270,810.43

New build of pig iron scales…
At Skoghall:
New build of sawmill…
New build of laundry and bakery
cottage…
Extension to timber yard…
At Mokärnshyttan:
Renovation of jobbing smith...
At skogsförlagen:
Forest foreman housing at Knoände…
New build of foresters housing
at Tönnet…
New build of ferry station at Skogstad

”

4,212.74

SEK
”
”

” 112,316.69

984.09
4,074.25
4,409.88

”

9,468.22

”

934.77

”

17,572.55

”

260,450.23
1,615,903.70

SEK 1,296.15
”
”

13,815.01
2,461.39

B. Repair and maintenance.
At Uddeholms properties…
At Munkfors works…
At Hagfors properties…
At Mokärnshyttans properties…
At Tabergs properties…
At Lunna properties…
At Malungs district…
At Gustafsfors district…
At Geijersholmss district…
At Södra district…
At Mellersta district…
At Vestra district…
At Norra district

SEK 42,926.48
”
9,074.82
” 29,743.15
” 16,286.26
”
1,754.53
”
3,199.69
”
3,377.38
” 23,899.96
”
4,350.71
” 43,521.03
” 20,645.06
” 28,409.00
” 33,262.16
SEK

Of the completed constructions and repairs:
Cancelled in the overhead accounts…
Written-off on the fire insurance fund…
Written off
Carried forward
SEK

SEK 161,779.95
”
934.77
” 180,236.17
” 1,272,952.81
1,615,903.70

V. Summary of profit and loss:
Profits:
Mines…
Iron processing…
Wood products business…
Forests…
Agriculture…
Mills…
Miscellaneous shares and participation in other companies…
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SEK 7,281.53
” 872,485.17
” 178,519.76
” 408,606.34
” 12,402.54
”
4,641.30
” 25,515.89

Trade and miscellaneous…
Stjerns Aktiebolag…
Nordmarks-Klarelfvens Railway…
Skymnäs-Munkfors Railway…

”
”
”
”
SEK

Losses:
Interests…
Write offs: Constructions
Doubtful debts
Miscellaneous
Net profit for the year

SEK 14,514.98
” 207,614.66
” 14,529.51
” 53,395.09

16,225.59
40,000.00
60,000.00
10,000.00
1,635,678.12

SEK

275,539.26
” 985,292.95
SEK 1,635,678.12

The wood products business was charged with SEK 204.439.00 for the value of
the withdrawn timber from company’s forests, which is reported in the forest
account.
VI.

The Company’s financial position on 31 December 1910.

Assets:
Properties…
SEK 13,835,000.00
Mines and mine segments…
”
1,110,140.00
The estate’s purchased forests…
”
70,408.41
Shares in railways, vessels, etc.…
”
4,386,460.00 SEK 19,523,473.41
Bonds…
Receivables from:
Workers…
SEK 354,493.83
Current accounts for various individuals
and companies…
”
1,502,840.41
Stjerns Aktiebolag…
”
976,248.54
Nordmarks-Klarelfvens Järnvägs
Aktiebolag…
”
221,996.37
Skymnäs-Munkfors Järnvägs
Aktiebolag…
”
63,028.39
Storfors Bruks Aktiebolag…
”
1,549,375.00
Miscellaneous accounts…
”
2,415,703.44 SEK 7,083,685.98
Inventory:
Charcoal and coal, coke, wood, branches and
and peat…
SEK 521,377.02
Ore, lime, quartz and sandstone…
”
705,294.28
Pig iron, scrap iron and castings…
”
229,466.76
Iron and steel items…
”
2,018,037.66
Saw horses, construction timber
and railway sleepers…
”
41,611.13
Wood planks, boards, edging
and shingles…
”
333,331.81
Grain…
”
25,753.00
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Livestock…
Trade and various goods…
Vessels, dredge and coal boxes…
Feed, rye planting seed, grass
and root vegetables…
Cash…
Miscellaneous inventory…

”
”
”

59,261.38
109,105.06
37,976.52

”
”
”

28,248.30
26,573.41
549,303.69 SEK 4,685,340.02
SEK 31,292,499.41

Liabilities:
Debenture loans…
SEK
Värmlands Hypoteksförening…
”
Jernkontoret…
”
Banks…
”
Uddeholms Aktiebolags pension fund
for forest foremen…
”
Parish funds and donations…
”
Depositors…
”
Workers…
”
Current accounts for various individuals
and companies…
”
Miscellaneous accounts…
”
Funds belonging to various companies…
Reserve fund…
SEK
Special reserve fund…
”
Share capital…
Net profit for the year…

3,623,166.25
1,975,607.07
353,578.89
2,056,303.96
71,903.05
32,287.19
898,949.48
93,804.20
814,232.15
62,893.99 SEK 9,982,726.23
”
1,100,855.07
5,724,400.00
2,429,525.16 ” 8,153,925.16
” 11,069,700.00
”
985,292.95
SEK 31,292,499.41

Summary of the above:
Assets:
Properties…
Inventory…
Receivables and other assets…

31 Dec. 1909
SEK 13,826,000.00
” 4,870,183.90
” 11,193,515.67
SEK 29,889,699.57

31 Dec. 1910

Liabilities:
31 Dec. 1909
Share capital….
SEK 10,743,300.00
Reserve fund and other funds belonging
to the company…
” 9,008,521.84
Other liabilities…
” 9,761,639.21
Net profit for the year…
”
375,645.66
From the reserved profit for 1908…
”
592.86
SEK 29,889,699.57

31 Dec. 1910
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13,835,000.00
4,685,340:02
12,772,159.39
31,292,499.41

11,069,700.00
9,254,780.23
9,982,726.23
985,292.95
’
31,292,499.41

VII. Burned securities.
A. Related to the company’s debenture loan:
1892 year’s debenture loan:
1.o) The following drawn bonds with coupons that have matured for payment on 15
June 1910, namely:
Series A shares à SEK 5,000.
Numbers 25, 46, 67, 75, 106, 131, 168, 194, 212, 214, 216, 222, 225, 240
= 14 shares…
70,000.00
Series B shares à SEK 1,000.
Numbers 15, 30, 43,63, 82, 102, 103, 108, 109, 111, 113, 138, 170, 234, 239, 240,
247
= 17 shares…
17,000.00
Defect 1 no. 199.
2:o) Of the matured interest coupons (coupon no. 36) of both series redeemed on
15 June 1910, namely:
118 shares of Series A.
118 shares of Series B. (Defect 2 shares, Ser. B.)
3:o) All interest coupons (coupon no. 37) that have been redeemed 15 December
1910 of both series, namely:
99 shares of Series A.
92 shares of Series B.
Defect
5 shares of Series A.
10 shares of Series B. as well as last year’s shares
3 shares of Series B. no. 24.
1 share of Series B. no. 21.
1 share of Series B. no. 19.
1905 year’s debenture loan:
Interest coupons related to this loan (coupon no. 10) 6 June 1910:
500 shares of Series A.
500 shares of Series B.
Coupon no. 11, 30 December 1910.
500 shares of Series A.
500shares of Series B.
B. Dividend coupons associated with the Company’s shares:
All coupons no. 19 except those belonging to the shares numbers 399-408, 653,
946-950, 2,223-2,242, 2,573-2,575, 2,591-2,593, 3,047, 5,917-5,921, 5,932-5,936,
5,9191-5,994, 8,025-8,027, 9,866-9,870, 10,018-10,019, 20,023, 10,043-10,047,
10,068-10,077, 12,853-12,854, 13,016-13,019, 13,187-13,191, 14,039-14,053, 14,573,
16,631-16,636, 17,281, 17470, 17,476-17,480, 17,612, 17,848-17,849, 18,216-18,220,
19,015-19,018, 19,098, 19,276-19,278, 19,701, 19,703, 19,751-19,753, 20,286,
20,526, 20,637-20,641, 21,043-21,045, 21,208-21,209, 21,238-21,242, 21,669,
21,690, 21,843, 21,865-21,866, 22,478-22,479, 22,958, 24,374-24,385, 26,871-
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26,872, 27,114, 27,186-27,191, 28,510, 28,515, 28,614-28,615, 28,629-28,630,
28,967, 29,144, 29,776-29,777, 30,241, 30,806, 31,214, 31,350-31,353, 31,532,
31,668-31,674, 31,989-31,991, 32,083, 32,349-32,358, 32,504, 32,800, 32,80432,805, 32,807, 32,811-32,812, 33,100-33,111, 33,197, 33,447-33,454, 35,896,
20,721-20,725 = 287 shares.
All the defect coupons no. 16 and no. 17 reported in the previous auditor’s report
except those belonging to the shares numbers 32,811 and 32,812 and no. 18 except
those belonging to the shares numbers 653, 2,223-2,226, 2,481-2,485, 16,544,
16545, 16,631, 21,690, 27,114, 27,264-27,268, 31,214, 31,989-31,991, 32,811, 32,812
= 28 shares.
C. Share certificates, that has been exchanged for new:
Numbers 9,000-9,060-9,069, 11,880-11,899, 26,392-26,531, in all 190 shares
with associated talons and coupon sheets.
VIII. New share certificates with talons and coupon sheets.
Share certificates:
Income from 1909…
Issued for new
share issues…
Exchanged…
Cancelled…
In the manager’s
safe keeping…
In sealed packages…
Total

à1
2,393

à5
252

à 10
338

à 20
171

201
85
---

192
21
6

43
--29

-------

157
1,950
2,393

33
--252

16
250
338

51
120
171

62
211
1
21
192

384
------43

297
---------

59
--273

41
300
384

17
280
297

Talons and coupon sheets:
Income from 1909…
2,361
Newly printed…
--Cancelled…
--Exchanged…
85
New share issues…
201
In the manager’s
safe keeping…
75
In sealed packages…
2,000
Total
2,361

Other securities at the company’s head office have been shown to us and
examined and found to coincide with the accounts.
We have made sure that also other securities that are the property of the
company, such as guarantees deposited in several places, have been satisfactorily
verified.
During the year, assets for SEK 9,000.00 were purchased, thereby increasing
the value of the company’s fixed assets.
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Seed plant was conducted in a 790 hectare area at a cost of SEK 16,976.14 or SEK
21.49 per acre.
Forest ditching was conducted for a cost of SEK 18,207.13.
The consecutive loss in interest rates has increased by SEK 9,381.29 compared
with last year.
Receivables from workers have increased by SEK 723.44 during the year.
In accordance with the previous annual general meeting’s, 1,088 new shares
were sold, booked at par value, increasing the share capital by SEK 326,400.
The excess price on these 1,088 shares is SEK 427,700 which was injected in the
reserve fund.
Of the 1905 year’s debenture loan, unsold bonds found at the beginning of the
year for SEK 150,000.00 were sold during the year.
The auditors concur with the Board of Directors’ proposed appropriation of the
year’s profits.
Mr. J. A. Jård and Mr. A. T. Fagerlin reviewed the figures on appointment by the
Board of Directors. We recommend that their comments be rectified in accordance
with normal practice.
After examining all accounts as well as the minutes of Board meetings and
visiting the company’s larger plants, we have found that the Board of Directors has
with dedication and care administered the company’s affairs. Consequently, we
recommend that the general annual meeting discharge the Board from liability for
the accounts and administration for the year of 1910.
Uddeholm, 20 June 1911.
L. W. Bergström.
Carl af Geijerstam.

John Mueller.

(SE/Va/51191/282/G)

358

Auditor’s report for 1920
Auditor’s report
The undersigned, appointed to audit the Uddeholms Aktiebolag’s accounts and
administration for the year 1920, having conducted the audit, hereby submit the
following report:
In order to complete our assignment, we have reviewed the minutes of the annual
general meeting and Board meetings, as well as other documents that provide
information about the company’s economy, examined the company’s accounts for
the year, which were also reviewed by a checking clerk, and taken stock of the
company’s documents of title, all without objection.
In addition, we have visited some of the company’s plants and facilities.
Concerning the results of the company’s operations during the year 1920 and its
position at the close of the same year, we refer to the administration report and the
profit and loss statement and balance sheet included in said report, which have been
found to coincide with the Company’s accounts.
On the basis of the audit, we recommend that the general meeting of
shareholders:
adopt the balance sheet,
approve the Board of Directors’ proposal to the general meeting of
shareholders for the appropriation of funds at its disposal,
and discharge the Board of Directors from liability for the administration of
the year 1920.
Uddeholm, 24 April 1921.
John Mueller.

C. E. L. Lennartson.

Reinh. Geijer.

Elias Stenius.

(SE/Va/51191/282/H)
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Auditor’s report for 1930
Auditor’s report
The undersigned, appointed to audit Uddeholms Aktiebolag’s accounts and
administration for the year 1930, in order to complete this assignment, have
reviewed the minutes of the annual general meeting and Board meetings, as well as
other documents concerning the company’s operations, taken stock of the
company’s documents of title, and examined the company’s accounts for the year,
which were also reviewed by a checking clerk.
Concerning the results of the company’s operations during the year 1930 and its
position at the close of the same year, we refer to the administration report and
commend that the profit and loss statement and balance sheet as well as other
information included in said report coincide with the company’s accounts.
In addition, we have visited some of the company’s plants and facilities.
Inventory of raw materials in stock and finished and semi-manufactured goods
was completed by the company’s own employees without the participation of the
auditors. The inventory values carried forward are, with consideration to the current
pricing situation, fully satisfactory.
As we found no cause for objection during the course of our audit, we recommend
that the general meeting of shareholders
in part adopt the balance sheet,
in part approve the Board’s proposal to the general meeting of shareholders for
the appropriation of funds at its disposal,
in part, also discharge the Board of Directors from liability for the 1930 year’s
administration.
Uddeholm, 27 April 1931.
Reinh. Geijer.

Knut H:son Natt och Dag.

C.E.L. Lennartson.

Elias Stenius.

(SE/Va/51191/282/I)
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Auditor’s report for 1940
Auditor’s report
The undersigned, appointed to audit Uddeholms Aktiebolag’s accounts and
administration for the year 1940, in order to complete this assignment, have
reviewed the minutes of the annual general meeting and the Board of Directors, as
well as other documents concerning the company’s operations, taken stock of the
company’s documents of title and reviewed the insurance documents, as well as
examined the company’s accounts for the year, all without objection.
The figures review is carried out by the company’s Auditing Department, which
has reported to us. On the basis on this and our own observations, we commend the
well-keeping and proper verification of the accounts.
Concerning the results of the company’s operations during the year 1940 and its
position at the close of the same year, we refer to the administration report and
commend that the profit and loss statement and balance sheet as well as other
information included in said report coincide with the company’s accounts.
Inventory of raw materials in stock and finished and semi-manufactured goods
was completed by the company’s own employees without the participation of the
auditors. In regard to the inventory values carried forward we have no objections.
On the grounds of the above and the audit conducted, we recommend that the
general meeting of shareholders
in part adopt the balance sheet,
in part approve the Board’s proposal to the general meeting of shareholders for
the appropriation of funds at its disposal SEK 13,414,767.82,
in part, also discharge the Board of Directors from liability for the 1940 year’s
administration.
Uddeholm, 23 April 1941.
Reinh. Geijer

H. G. Geijer

Knut H:son Natt och Dag

Edvard Stenberg
Authorized Public Accountant

(SE/Va/51191/282/J)
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Auditor’s report for 1950
Auditor’s report for Uddeholms Aktiebolag
The undersigned, appointed auditors for Uddeholms Aktiebolag, hereby submit
the report for the year 1950.
We have audited the Board of Directors’ and Managing Director’s annual
accounts and consolidated balance sheet, examined minutes as well as other
documents that provide details about the company’s economy and administration,
and otherwise carried out the auditing measures we deemed necessary.
The figures review is carried out by the company’s Auditing Department, which
has reported to us. On the basis on this and our own observations, we commend the
well-keeping of the accounts.
The statutory regulations regarding information concerning shareholdings and
transactions with and between subsidiaries have been fulfilled.
We found no cause for objection concerning the accounting documents handed
over to us, the company’s bookkeeping or the inventory of its assets, or otherwise
concerning the administration of the company’s affairs.
The Board of Directors and the Managing Director propose that of previously
unutilised profits, SEK 4,166,700.00 be allocated to the reserve fund, SEK
8,266,664.00 be allocated as dividends to shareholders, SEK 5,833,300.00 be
transferred to share capital and SEK 12,056,403.67 be carried forward. This
proposal is not in contravention with the statutory provisions to funds and good
business practices given the Group’s financial position and the result of the Group’s
operations as a whole.
Furthermore, we recommend that the amount of SEK 10,000,000.00 be
transferred from the special reserve fund and new-build fund respectively.
On the basis of the conducted audit, we propose
that the by us undersigned balance sheet per 31 December 1950 be adopted,
that the share capital be increased and the profit of the company be dealt with in
accordance with the above-outlined proposal,
and that the Board of Directors and the Managing Director be discharged from
liability for the 1950 year’s administration.
Uddeholm, 11 April 1951
Edvard Stenberg
Authorized Public Accountant
Gösta Jacobson

Nils Olsson
Authorized Public Accountant

G. Frisell

(SE/Va/URV/A)
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Auditor’s report for 1960
Auditor’s report
The undersigned, appointed auditors for Uddeholms Aktiebolag, hereby submit the
report for the year 1960.
We have audited the Board of Directors’ and Managing Director’s annual accounts
and consolidated balance sheet, of which a summary of the latter is presented in the
printed report, examined minutes as well as other documents that provide details
about the company’s economy and administration, and otherwise carried out the
auditing measures we deemed necessary.
We refer to the Managing Director’s comments on the final accounts for more
information about the merger with Degerfors Järnverks Aktiebolag.
The figures review is carried out by the company’s Auditing Department, which has
reported to us. On the basis on this and our own observations, we commend the
well-keeping of the accounts.
The statutory regulations regarding information concerning shareholdings and
transactions with and between subsidiaries have been fulfilled.
We have, without remark, audited the accounts for and the administration of the
company-related restricted pension and employee foundations, Uddeholms
Aktiebolag’s separate Pension Foundation of Degerfors Järnverk, Employee
Foundation Ernst Odelberg’s Education Fund, Employee Foundation for the
provision of medical care for employees at Degerfors and the Employee Foundation
August Fröding’s library fund. We have prepared separate auditor’s reports for the
unrestricted pension foundations.
We found no cause for objection concerning the accounting documents handed over
to us, the company’s bookkeeping or the inventory of its assets, or otherwise
concerning the administration of the company’s affairs.
The Board of Directors’ and the Managing Director’s proposed appropriation of
profits is not in contravention with the statutory provisions to funds and good
business practices given the Group’s financial position and the result of the Group’s
operations as a whole.
We recommend
that the by us undersigned balance sheet per 31 December 1960 be adopted,
that the profit of the company be dealt with in accordance with the Board of
Directors’ and the Managing Director’s proposal,
and that the Board of Directors and the Managing Director be discharged from
liability for the 1960 year’s administration.
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Uddeholm, 19 April 1961
Nils Olsson
Authorized Public Accountant

Gösta Jacobson

G Frisell

Reinh Geijer
Authorized Public Accountant

(SE/Va/URV/B)
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Auditor’s report for 1990
Auditor’s report
Financial year 1990
Corporate identity number 556046-2755
We have audited the annual accounts, the group accounts, the accounting records
and the administration of the Board of Directors and the Managing Director. We
conducted our audit in accordance with generally accepted auditing standards in
Sweden.
The parent company
The annual accounts have been prepared in accordance with the Annual Accounts
Act.
We recommend
that the income statement and balance sheet be adopted
that the profit be dealt with in accordance with the proposal in the administration
report and
that the members of the Board of Directors and the Managing Director be
discharged from liability for the financial year.
The group
The group accounts have been prepared in accordance with the Annual Accounts
Act.
We recommend that the consolidated balance sheet and the consolidated income
statement be adopted.
Stockholm, 21 March 1991
ÖHRLINGS REVEKO AB
Bertil Edlund
Authorized Public Accountant

ERNST & YOUNG AB
Bertil Ernfridsson
Authorized Public Accountant

(SE/BVa/UV/L)
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Auditor’s report for 1970
Auditor’s report
The undersigned, appointed auditors for Uddeholms Aktiebolag, hereby submit
the report for the year 1970.
We have audited the Board of Directors’ and Managing Director’s annual
accounts and consolidated balance sheet, examined minutes as well as other
documents that provide details about the company’s economy and administration,
and otherwise carried out the auditing measures we deemed necessary.
The figures review is carried out by the company’s Internal Auditing Department,
which has reported to us. On the basis on this and our own observations, we
commend the well-keeping of the accounts.
The statutory regulations regarding information concerning shareholdings and
transactions with and between subsidiaries have been fulfilled.
We found no cause for objection concerning the accounting documents handed
over to us, the company’s bookkeeping or the inventory of its assets, or otherwise
concerning the administration of the company’s affairs.
The Board of Directors’ and the Managing Director’s proposed appropriation of
profits is not in contravention with the statutory provisions to funds and good
business practices given the Group’s financial position and the result of the Group’s
operations as a whole.
We recommend
that the by us undersigned balance sheet per 31 December 1970 be adopted,
that the profit of the company be dealt with in accordance with the Board of
Directors’ and the Managing Director’s proposal,
and that the Board of Directors and the Managing Director be discharged from
liability for the 1970 year’s administration.
Uddeholm, 7 April 1971
Reinhold Geijer
Authorized Public Accountant

Gustaf Upmark

Per V A Hanner
Authorized Public Accountant

(SE/Va/URV/C)
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Auditor’s report for 1980
Auditor’s report
To Uddeholm Tooling Aktiebolag
We have audited the annual accounts, the accounting records and the
administration of the Board of Directors and the Managing Director for the year
1980. We conducted our audit in accordance with generally accepted auditing
standards in Sweden.
The annual accounts have been prepared in accordance with the Annual Accounts
Act.
We recommend
that the balance sheet be adopted and
that the members of the Board of Directors and the Managing Director be
discharged from liability for the financial year.
Uddeholm, 10 April 1981
Reinhold Geijer
Authorized Public Accountant

Per V A Hanner
Authorized Public Accountant

(SE/BVa/UV/K)
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Auditor’s report for 2000
Auditor’s report
To the annual meeting of the shareholders of Uddeholm Tooling AB
Corporate identity number 556046-2755
I have audited the annual accounts, the accounting records and the administration
of the Board of Directors of Uddeholm Tooling AB for the year 2000. These accounts
and the administration of the company are the responsibility of the board of the
directors. My responsibility is to express an opinion on the annual accounts and the
administration based on my audit.
I conducted my audit in accordance with generally accepted auditing standards in
Sweden. Those standards require that I plan and perform the audit to obtain
reasonable assurance that the annual accounts are free from material
misstatements. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the accounts. An audit also includes assessing the
accounting principles used and their application by the Board of Directors, as well
as evaluating the overall presentation of information in the annual accounts. I
examined significant decisions, actions taken and circumstances of the company in
order to be able to determine the liability, if any, to the company of any board
member and whether they have in any other way acted in contravention of the
Companies Act, the Annual Accounts Act or the Articles of Association. I believe that
my audit provides a reasonable basis for my opinion set out below.
The annual accounts have been prepared in accordance with the Annual Accounts
Act and, thereby, give a true and fair view of the company’s financial position and
results of operations in accordance with generally accepted accounting principles in
Sweden.
I recommend to the annual meeting of shareholders that the income statement and
balance sheet be adopted, that the profit be dealt with in accordance with the
proposal in the administration report and that the members of the Board of
Directors be discharged from liability for the financial year.
Hagfors, 7 March 2001
Carl Lindgren
Authorized Public Accountant

(SE/BVa/UV/M)
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Auditor’s report for 2010
Auditor’s report
To the annual meeting of the shareholders of Uddeholms AB, corporate identity
number 556046-2755
We have audited the annual accounts, the accounting records and the
administration of the Board of Directors and the Managing Director of Uddeholms
AB for the financial year 2010-04-01 – 2011-03-31. These accounts and the
administration of the company and the application of the Annual Accounts Act when
preparing the annual accounts are the responsibility of the Board of Directors and
the Managing Director. Our responsibility is to express an opinion on the annual
accounts and the administration based on our audit.
We conducted our audit in accordance with generally accepted auditing standards
in Sweden. Those standards require that we plan and perform the audit to obtain
reasonable assurance that the annual accounts are free of material misstatements.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the accounts. An audit also includes assessing the accounting
principles used and their application by the Board of Directors and the Managing
Director and significant estimates made by the Board of Directors and the Managing
Director when preparing the annual accounts as well as evaluating the overall
presentation of information in the annual accounts. As a basis for our opinion
concerning discharge from liability, we examined significant decisions, actions
taken and circumstances of the company in order to be able to determine the
liability, if any, to the company of any board member or the Managing Director. We
also examined whether any board member or the Managing Director has, in any
other way, acted in contravention of the Companies Act, the Annual Accounts Act or
the Articles of Association. We believe that our audit provides a reasonable basis for
our opinion set out below.
The annual accounts have been prepared in accordance with the Annual Accounts
Act and give a true and fair view of the company’s financial position and results of
operation in accordance with generally accepted accounting principles in Sweden.
The statutory administration report is consistent with the other parts of the annual
accounts.
We recommend to the annual meeting of shareholders that the income statement
and the balance sheet be adopted, that the profit be dealt with in accordance with
the proposal in the statutory administration report and that the members of the
Board of Directors and the Managing Director be discharged from liability for the
financial year.
Stockholm, 31 August 2011
KPMG AB
Carl Lindgren
Authorized Public Accountant

(SE/BVa/UV/N)
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Auditor’s report for 2015
Auditor’s report
To the annual meeting of the shareholders of Uddeholms AB, corporate identity
number 556046-2755
Report on the annual accounts
We have audited the annual accounts of Uddeholms AB for the financial year 201407-01 – 2015-03-31.
Responsibilities of the Board of Directors and the Managing Director
for the annual accounts
The Board of Directors and the Managing Director are responsible for the
preparation and fair presentation of these annual accounts in accordance with the
Annual Accounts Act, and for such internal control as the Board of Directors and the
Managing Director determine is necessary to enable the preparation of annual
accounts that are free from material misstatement, whether due to fraud or error.
Auditor’s responsibility
Our responsibility is to express an opinion on these annual accounts based on our
audit. We conducted our audit in accordance with International Standards on
Auditing and generally accepted auditing standards in Sweden. Those standards
require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the annual accounts are free from
material misstatement.
An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the annual accounts. The procedures selected depend
on the auditor’s judgment, including the assessment of the risks of material
misstatement of the annual accounts, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the company’s
preparation and fair presentation of the annual accounts in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the company’s internal control. An
audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by the Board of Directors and the
Managing Director, as well as evaluating the overall presentation of the annual
accounts.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for my audit opinions.
Opinions
In our opinion, the annual accounts have been prepared in accordance with the
Annual Accounts Act and present fairly, in all material respects, the financial
position of Uddeholms AB as of March 31, 2015 and of its financial performance for
the year then ended in accordance with the Annual Accounts Act. The statutory
administration report is consistent with the other parts of the annual accounts.
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We therefore recommend that the annual meeting of shareholders adopt the income
statement and balance sheet.
Report on other legal and regulatory requirements
In addition to our audit of the annual accounts, we have also audited the proposed
appropriations of the company’s profit or loss and the administration of the Board
of Directors and the Managing Director of Uddeholms AB for the financial year
2014-07-01 – 2015-03-31.
Responsibilities of the Board of Directors and the Managing Director
The Board of Directors is responsible for the proposal for appropriations of the
company’s profit or loss, and the Board of Directors and the Managing Director are
responsible for administration under the Companies Act.
Auditor’s responsibility
Our responsibility is to express an opinion with reasonable assurance on the
proposed appropriations of the company’s profit or loss and on the administration
based on our audit. We conducted the audit in accordance with generally accepted
auditing standards in Sweden.
As a basis for our opinion on the Board of Directors’ proposed appropriations of the
company’s profit or loss, we examined the Board of Directors’ reasoned statement
and a selection of supporting evidence in order to be able to assess whether the
proposal is in accordance with the Companies Act.
As a basis for our opinion concerning discharge from liability, in addition to my
audit of the annual accounts, we examined significant decisions, actions taken and
circumstances of the company in order to determine whether any member of the
Board of Directors or the Managing Director is liable to the company. We also
examined whether any member of the Board of Directors or the Managing Director
has, in any other way, acted in contravention of the Companies Act, the Annual
Accounts Act or the Articles of Association.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinions.
Opinions
We recommend to the annual meeting of shareholders that the profit be
appropriated in accordance with the proposal in the statutory administration report
and that the members of the Board of Directors and the Managing Director be
discharged from liability for the financial year.
Stockholm, 30 September 2015
KPMG AB
Håkand Olsson Reising
Authorized Public Accountant

(SE/BVa/UV/O)
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Appendix VI – Companies whose auditor’s reports are
included in the time period study
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

Corporate identity
number
556000-0043
556000-0068
556000-0241
556000-0365
556000-0407
556000-0472
556000-0753
556000-1033
556000-1074
556000-1322
556000-1348
556000-1421
556000-1439
556000-1538
556000-1629
556000-1975
556000-1991
556000-2056
556000-2205
556000-2213
556000-2221
556000-2320
556000-3047
556000-3146
556000-3393
556000-3468
556000-3575
556000-3682
556000-4037
556000-4409
556000-4425
556000-4433
556000-4508
556000-4573
556000-4615
556000-5067
556000-5158
556000-5190
556000-5273
556000-5323

Name of the company
Aktiebolaget Gense
Sundsvalls Posten Aktiebolag
Ahlmark Lines Aktiebolag
Ericsson Network Technologies AB
Bostadsaktiebolaget Bellman
Fastighets AB Cerberus 4 Stockholm
Volvo Powertrain Aktiebolag
OMPLC Brands AB
Stöten Mark Aktiebolag
Walla såg- och qvarnaktiebolag
Transtrands Handelsaktiebolag
Nordstjernan Aktiebolag
Karpalunds ångbryggeriaktiebolag
Lantmännen Reppe AB
Akzo Nobel International Aktiebolag
Liber Aktiebolag
Bengtsfors Kraft- och industri Aktiebolag
Thorshammars Verkstads Aktiebolag
Skalstugans Aktiebolag
Gislaved Aktiebolag
Nordic Paper Seffle AB
Neovici AB
AB Karl Hedin Emballage
Nobel Coatings Aktiebolag
EPH Fastigheter AB
Sandvik Aktiebolag (publ)
Axfood Snabbgross AB
Brorsson & Co Revisionsbyrå AB
Byggnads AB S:t Erik
Långshytte Handels Aktiebolag
Stora Enso Fine Paper Aktiebolag
Bostadsaktiebolaget Enighet
Bostadsaktiebolaget Esplanaden
Dalslands Kanal Aktiebolag
Skanska AB (publ)
MittSundsvalls Tidnings Aktiebolag
Stensjön Kraft AB
Fastighetsaktiebolaget Mösseberg
Arctic Paper Munkedals Aktiebolag
Göteborgs is Aktiebolag
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41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85

556000-5331
556000-5406
556000-5539
556000-5828
556000-5851
556000-5919
556000-5935
556000-6057
556000-6628
556000-6834
556000-6966
556000-7006
556000-7089
556000-7105
556000-8020
556000-8038
556000-8145
556000-8160
556000-8293
556000-8301
556000-9366
556000-9374
556001-0182
556001-0554
556001-0802
556001-0950
556001-1065
556001-1248
556001-1842
556001-2022
556001-2238
556001-2402
556001-2477
556001-2576
556001-2832
556001-2998
556001-3178
556001-3251
556001-3301
556001-3327
556001-3491
556001-3574
556001-3665
556001-3715
556001-3962

Husqvarna Aktiebolag (publ)
Volvo Financial Services Aktiebolag
Uddeholm Kraft Aktiebolag
PerkinElmer Sverige Aktiebolag
D.J. Elgérus Aktiebolag
Mariestads Bryggeri Aktiebolag
Mora Östbygge handelsaktiebolag
HeidelbergCement Sweden AB
KFUK-KFUM:s i Eskilstuna Fastighetsaktiebolag
Statoil Fuel & Retail Sverige AB
Tidningshuset Polhemsplatsen AB
Atlantic Container Line Aktiebolag
Krönleins Bryggeri Aktiebolag
Frälsningsarméns Förlagsaktiebolag
Rederiaktiebolaget Gotland
Fastighetsaktiebolaget Skeppsbron
Setra Byggprodukter AB
Bostadsaktiebolaget Presto
Brädgårdsfastigheter i Stockholm AB
Höganäs Hamnbyggnads Aktiebolag
Gamla Ekeby Bruk AB
Dala Energi AB (publ)
Ångbåtsaktiebolaget Eos
Rabattvaruhuset i Stockholm Aktiebolag
Stena Aktiebolag (publ)
Munkedal Skog AB
AB Stockholm Globe Arenas
Karlskoga Industrifastighets AB
Voith Paper Fabrics Högsjö AB
Ugglebo arbetareförenings Aktiebolag
Strömsholms Kanalaktiebolag
Aktiebolaget Ystads Saltsjöbad
Fastighetsaktiebolaget Kvarnholmen
Ystads teateraktiebolag
Aktiebolaget Lomma Tegelfabrik
Aktiebolaget Folkets Park
Lantmännen Vårgårda Kvarn AB
Lesjöfors Aktiebolag
Holmen Aktiebolag
Forbo Project Vinyl Aktiebolag
Reditus Konsult Aktiebolag
Norra Älvstranden Utveckling AB
Werldsgoodtemplarordens i Helsingborg AB
Dala Elnät Aktiebolag
Byggnadsaktiebolaget Hallandia
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86
87
88
89
90
91
92
93
94
95
96
97
98
99
100
101

556001-4689
556001-5272
556001-5637
556001-5827
556001-5835
556001-6064
556001-6122
556001-6213
556001-6247
556001-6387
556001-6494
556001-6817
556001-6882
556001-7047
556001-7153
556001-7369

Svenska Dagbladets Aktiebolag
Lantmännen SW Seed AB
Malmö- Limhamns Järnvägsaktiebolag
Electrolux Contracting Aktiebolag
Luossavaara-Kiirunavaara Aktiebolag (publ)
Jämtkraft Aktiebolag
Gränges AB (publ)
JM Värmdöstrand AB
Nordifagruppen Aktiebolag
Axelvalves AB
KOINOBORI Aktiebolag
Fastighetsaktiebolaget Bubblan i Åre
Eskilstuna Energi & Miljö Försäljning Aktiebolag
MittMedia Fastigheter i Östersund AB
Stockholms Stads Parkerings Aktiebolag
Stockholm-Saltsjön Aktiebolag
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Appendix VII – Statistical analyses for the auditor’s
reports included in the time period study
Chi-square tests and one-way ANOVA tests of characteristics for
the second (1915 to 1945) and third (1950 to 1975) time period

Characteristic

Frequencies,
means for 2nd
time period

Frequencies,
means for 3rd
time period

Chisquare

p-value

Audit of
administration
Reference to a
checking clerk
Disclosure of the
income statement
and/or the balance
sheet
Disclosure of other
numerical
information
Frank evaluative
statements
The auditor’s
recommendation
to adopt the
income statement
and/or the balance
sheet
The auditor’s
recommendation
to appropriate the
profit (deal with
the loss) in
accordance with
corporate
management’s
proposal
Mean number of
auditors that
signed the report

376 auditor’s
reports
240 auditor’s
reports
29 auditor’s
reports

553 auditor’s
reports
364 auditor’s
reports
3 auditor’s
reports

χ2 (1) =
16.85
χ2 (1) =
3.97
χ2 (1) =
31.69

< 0.001***

167 auditor’s
reports

326 auditor’s
reports

χ2 (1) =
27.98

< 0.001***

348 auditor’s
reports
169 auditor’s
reports

137 auditor’s
reports
550 auditor’s
reports

χ2 (1) =
189.94
χ2 (1) =
367.83

< 0.001***

340 auditor’s
reports

528 auditor’s
reports

χ2 (1) =
25.52

< 0.001***

µ = 2.4

µ = 2.3

375

0.046*
< 0.001***

< 0.001***

< 0.001***

Mean number of
authorised public
accountants that
signed the report

µ = 0.2

µ = 0.9

< 0.001***

*p < 5%
***p < 0.1%

Chi-square tests and one-way ANOVA tests of characteristics for
the third (1950 to 1975) and fourth (1980 to 2015) time period

Characteristic
Audit of
administration
Reference to a
checking clerk
Disclosure of other
numerical
information
Frank evaluative
statements
Reference to
generally accepted
auditing standards
The auditor’s
recommendation
to adopt the
income statement
and/or the balance
sheet
The auditor’s
recommendation
to appropriate the
profit (deal with
the loss) in
accordance with
corporate
management’s
proposal

Frequencies,
means for the
3rd time period
553 auditor’s
reports
364 auditor’s
reports
326 auditor’s
reports

Frequencies,
means for the
4th time period
760 auditor’s
reports
15 auditor’s
reports
13 auditor’s
reports

Chisquare

137 auditor’s
reports
0 auditor’s
reports

4 auditor’s
reports
721 auditor’s
reports

χ2 (1) =
189.94
χ2 (1) =
1158.59

< 0.001***

550 auditor’s
reports

726 auditor’s
reports

χ2 (1) =
15.123

< 0.001***

528 auditor’s
reports

738 auditor’s
reports

χ2 (1) =
10.21

0.001***

376

χ2 (1) =
9.52
χ2 (1) =
609.74
χ2 (1) =
526.23

p-value
0.002**
< 0.001***
< 0.001***

< 0.001***

Explanations of
responsibilities
Mean number of
auditors that
signed the report
Mean number of
authorised public
accountants that
signed the report

0 auditor’s
reports
µ = 2.3

382 auditor’s
reports
µ = 1.5

µ = 0.9

µ = 1.1

**p < 1%
***p < 0.1%

377

χ2 (1) =
398.87

< 0.001***
< 0.001***

< 0.001***

Appendix VIII – Auditor’s reports that show diverse
formulations during the first years of the time
period study
Auditor’s report for Bostadsaktiebolaget Enighets i Stockholm
(corporate identity no. 556000-4433) for 1915
Auditor’s report
The undersigned, appointed to audit the housing company Bostadsaktiebolaget
Enighets i Stockholm’s accounts and administration for the year 1925, having
conducted the audit, hereby submits the following report:
Income for the year:
Cash in hand
Annual dues for shareholders
Int. Gar. A-Bol., withdrawal from savings account
One years’ rent for telephone equipment
Interest paid
From the laundry
Owners paid for keys
Miscellaneous income
SEK

1,241.44
8,888.35
2,365.50
150.00
97.38
37.70
12.50
7.50
12,800.27

Expenses for the year
Int. Gar. A-Bol., deposit in savings account
Loan payments
Interests:
Int. Gar. A-Bol., Mortgages
Int. Gar. A-Bol., Guaranteed loan
Loan from treasurer
Overhead:
Municipal taxes
State tax
Remuneration to Board members and auditors
Costs for cleaning
» » water
» » chimney sweeping
» » lighting
» » heating
» » safety deposit
» » one key
Printing of auditor’s report
Notification of annual general meeting
Purchase of entrance lock and keys
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2,129.00
47.25
4,862.60
1,821.50
47.45
745.11
55.95
300.00
276.00
194.00
184.58
170.70
60.00
7.50
3.00
14.00
3.00
90.00

Miscellaneous articles for the property
A funeral wreath
Maintenance:
Sheet-metal work and snow cleaning
Maintenance of entrances and doors
Cleaning drainpipes
Maintenance of tile stoves
Cash in hand

24.90
10.00 2,138.74
316.14
79.40
27.25
5.50
SEK

1,325.44
12,800.27

As usual, the accounts are carefully kept and in order, and the minutes of meetings
and other documents are in the appropriate state, which is why we recommend
complete and grateful discharge from liability for the Board of Directors for the
financial year 1915.
Stockholm in March 1916.
P.G. Ledin

P.E. Norström

(SE/BVa/UV/A)

Auditor’s report for Herrängs Grufaktiebolag (corporate identity
no. 556000-3575) for 1915
Auditor’s report.
The undersigned, appointed at the 27 July 1915 annual general meeting of
Herrängs Grufaktiebolag to audit the company’s accounts and administration for
the year 1915, have now conducted said audit and presents the following report.
The administration report, prepared by the Board of Directors presents the year’s
profit and loss statement and balance sheet, and as we have found that the
information in these coincides with the accounts, we limit ourselves to referring
when relevant to the administration report.
The company’s accounts have been checked by Sveriges Allmänna Revisionsbyrå
and we refer to the firm’s statement regarding the checking of the accounts.
We have not participated in the stocktaking of the company’s current stock and
inventory at year end. However, we have reviewed the reports for these and
examined the pricing, and have had no cause for comment.
We have studied the company’s mining documents and found them to be in proper
order and taken stock of the current documents of title which, together with the
leveraged documents of title, were found to coincide with those recorded in the
accounts.
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We have calculated the bonds issued and redeemed during the year, as well as
matured and redeemed coupons for the debenture loan and found them to coincide
with the accounts and amortisation schedule for the debenture loan.
According to the fire insurance policies provided to us, which we have found to be
in proper order, the company’s current fire insurance amounts to a total of SEK
2,720,160.00, and the company’s tug vessels and barges have both war risk and
marine insurance for a total of SEK 195,000.00.
We have reviewed the minutes of Board meetings and have no cause for comment.
In regard to the Board’s proposal to allocate the combined year’s profits and
earnings from 1914 as
follows
reserve for the reserve fund
transfer to the depreciation fund
issue dividends of 6% to preferential shareholders
in the amount of
and bring forward in the profit and loss statement

SEK

327,606.21

SEK
”

30,000.00
200,000.00

”
”
SEK

88,020.00
9,586.21
327,606.21

we have no objections.
As our audit has not otherwise given rise to any objection and the Board of
Directors has with skill and care acted in the best interests of the company, we
recommend that the general meeting of shareholders discharge the Board of
Directors from all liability for the administration of the year 1915.
Stockholm, 21 June 1916.
Arthur Frestadius

Sven Nissvandt

(SE/BVa/UV/E)
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Auditor’s report for Knappfors Slussaktiebolag (corporate
identity number 556001-1248) for 1930
Auditor’s report
The undersigned, who was appointed at the 16 May 1930 annual general meeting
to audit Knappfors Slussaktiebolag’s accounts for the year 1930, hereby confirms
that I have examined said accounts, found them to be in excellent order and well
verified, whereby full discharge from liability is recommended for 1930.
Bofors, 31 March 1931
Ernst Arneman

(SE/BVa/UV/G)

Auditor’s report for Nya Wermlandstidningens Aktiebolag for
1932
Having audited NYA WERMLANDSTIDNINGENS AKTIEBOLAG’S accounts and
the Board of Directors’ administration of the company’s affairs during the year
1932, we hereby submit the following
Auditor’s report.
Throughout the year, the accounts were largely kept using an accounting machine
in accordance with a system that deviates considerably from the previously applied
method, which has made comparisons with previous results difficult. The figures
were not reviewed before our audit and time has not allowed us to examine in detail
all the extensive accounting records. However, we have examined some parts of the
bookkeeping and these examinations suggest that the system used is reliable. The
inconsequential errors that we found have not required any changes in the accounts
for the year 1932.
We have observed that the general ledger is an accurate summary of the accounts
in general, and that the balance sheet and profit and loss statement included in the
administration report coincide with the corresponding accounts in the nominal
ledger.
We have conducted an inventory of the relevant factors for stock and business
equipment and thereafter assigned values which, according to information, in no
instance exceeds the purchase price of the items.
The specifications for some items in the inventory are still incomplete and should
be completed.
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When examining the list of outstanding receivables and contingent liabilities, we
have found that some loss, in addition to the reported write-down, is to be expected
and we therefore prudently suggest an increase in the del credere fund.
All insurance policies are current and in force. As the properties in recent years have
be assigned a considerably higher value than previously through costs incurred, it is
our opinion that the policy for fire insurance should be increased and a new
valuation toward this end be ordered. Due to purchases, the inventory in the wings
should likely be insured for a higher amount.
Through funds that have flowed to the company following invitations issued during
the year to subscribe for preference shares, the company’s liquidity has improved
significantly.
Notwithstanding the decline in income during the year, the consequences of the
cost-savings measures taken have generated satisfactory results for the business.
With acknowledgement for the commendable efforts that the Board of Directors
has devoted to the company’s management, we recommend that the shareholders
decide to
in part, through approval of the Board of Directors’ earlier appropriation of the
allocated funds to the del credere fund adopt the balance sheet,
in part, of the year’s profit
SEK
20,399.88
transfer to the del credere fund
5,500.00
and to reduce the loss carried forward
14,899.88
in part, also discharge the Board of Directors from liability for the 1932 financial
year’s accounts and administration.
Karlstad, 28 April 1933.
Otto Ågren.

F. Falk.

(SE/NWTa/URV/F)
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Auditor’s report for Zinkgruvans Handelsaktiebolag (corporate
identity number 556000-3682) for 1956

(SE/BVa/UV/P)
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Appendix IX – Auditor’s reports for the Swedish
Association of Auditors for 1915 and 1922
Auditor’s report for the Swedish Association of Auditors for 1915
The undersigned, appointed to audit Swedish Association of
Auditors’ accounts and administration for the year of 1915 hereby
submits the following
Auditor’s report
The profit and loss account includes:
Income:
Admission dues for 3 active members
in the amount of 50.00
150.00
Annual dues for 1915 of 43 active members à 10.00
430.00
Ditto
1912, 1913, 1914 of 5 active members à 10.00 50.00
Ditto of
1915 of 10 non-active members à 3.00
30.00
Accrued interest for the year
254.19
Sold publications
0.90
SEK
915.09

Expenses:
Fee to secretary A. Tersmeden
Ditto
Mrs. G. Åkerlund
Top rows in Stockholm’s directory
Permit
Courier messages, postage, office rent for meetings and
miscellaneous expenses
Wreath for funeral of member C.V. Holters
Bouquet to the chairman on his 55th birthday
Net profit for the year
SEK

100.00
100.00
12.00
25.00
72.91
20.00
10.00
575.18
915.09

Assets:
1/1 1915
Cash account
Inventory
780.00
Library
100.20
A.B. Nordiska Kreditbanken, Savings account 622.89
Ditto, Capital account
4,802.17
SEK
6,305.26
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31/12 1915
9.21
780.00
100.20
985.21
5,021.15
6,895.77

Liabilities:
Cash Account
Fund for permanent members
Capital account
SEK

380.00
5,920.59
6,305.26

4.67
400.00
6,895.77
6,895.77

The figures review conducted has not given rise to any
comments and the notations have been properly verified.
The savings account book and bank statements have been
examined and found to be accurate.
On the grounds of the above, we hereby recommend complete
and grateful discharge from liability for the administration during
the period covered by the audit.
Stockholm, 1 May 1916
Henning Engdahl

Hugo Södersten.

(SRS 1916:6-7)
For the years 1917 to 1921, the structure of the auditor’s report
remained the same (SRS 1918-1922). From 1922 onwards, the income
statement and the balance sheet were no longer made public and the
wording was slightly altered (SRS 1924).
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Auditor’s report for the Swedish Association of Auditors for 1922
Auditor’s report for the year 1922
The undersigned, appointed to audit the Swedish Association of Auditors’ accounts
and administration for the year of 1922, hereby presents the following report.
An figures review of the Society’s accounts has been conducted and nothing was
found that warranted any comment.
Proper verification has been obtained for the items with notations.
The savings account book and bank statements have also been examined and found
to be accurate.
The tables of the Society’s income and expenses for the year presented in the
administration report as well as its assets and liabilities at the beginning and
end of the year coincide with the accounts.
On the grounds of the above, we hereby recommend complete and grateful
discharge from liability for the administration during the period covered by the
audit.
Stockholm, 1 February 1923
C.J.Pettersson.

Hugo Södersten.

(SRS 1924:9)
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Appendix X – Checking clerk’s report, examples
Checking clerk’s report for Uddeholms AB for 1900
Comments regarding the figures review for the year 1900.
When reviewing the figures of Uddeholms Aktiebolag for the year 1900, all of the
closing and opening balances and inventories in the publishing house’s books for
the closing year 1899 and the opening year 1900 were compared and found to
coincide with each other.
Comments made during the 1899 figures review have been corrected or explained.
Råda, 22 June 1901
J. Anderson.

(SE/Va/50840/MRV21)

Checking clerk’s report for Svenska Gummifabriksaktiebolaget
(corporate identity no. 556000-2213) for 1920
The undersigned has reviewed the company’s figures for the year 1920 as
commissioned. The pricing and sums of the inventory have been verified and found
to coincide with the closing balance account in the nominal ledger. Cash-vouchers
have been examined and the cash-book verified. All accounts in the nominal ledger
have been added, and the opening and closing balance accounts verified.
No comments have been reported.
Gislaved, 10 March 1921.
D. Rydin

(SE/BVa/UV/Q)
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Appendix XI – Auditor’s reports used in the experiment
AR1
Former audit reporting model in Swedish
REVISIONSBERÄTTELSE
Till årsstämman i ABC AB (publ), org.nr 556xxx-xxxx
Rapport om årsredovisningen
Jag (Vi) har utfört en revision av årsredovisningen för ABC AB (publ) för år ÅÅÅÅ.
[Bolagets årsredovisning ingår i den tryckta versionen av detta dokument på sidorna
x-y.]
Styrelsens och verkställande direktörens ansvar för
årsredovisningen
Det är styrelsen och verkställande direktören som har ansvaret för att upprätta en
årsredovisning som ger en rättvisande bild enligt årsredovisningslagen och för den
interna kontroll som styrelsen och verkställande direktören bedömer är nödvändig
för att upprätta en årsredovisning som inte innehåller väsentliga felaktigheter, vare
sig dessa beror på oegentligheter eller på fel.
Revisorns ansvar
Mitt (Vårt) ansvar är att uttala mig (oss) om årsredovisningen på grundval av min
(vår) revision. Jag (Vi) har utfört revisionen enligt International Standards on
Auditing och god revisionssed i Sverige. Dessa standarder kräver att jag (vi) följer
yrkesetiska krav samt planerar och utför revisionen för att uppnå rimlig säkerhet att
årsredovisningen inte innehåller väsentliga felaktigheter.
En revision innefattar att genom olika åtgärder inhämta revisionsbevis om belopp
och annan information i årsredovisningen. Revisorn väljer vilka åtgärder som ska
utföras, bland annat genom att bedöma riskerna för väsentliga felaktigheter i
årsredovisningen, vare sig dessa beror på oegentligheter eller på fel. Vid denna
riskbedömning beaktar revisorn de delar av den interna kontrollen som är relevanta
för hur bolaget upprättar årsredovisningen för att ge en rättvisande bild i syfte att
utforma granskningsåtgärder som är ändamålsenliga med hänsyn till
omständigheterna, men inte i syfte att göra ett uttalande om effektiviteten i bolagets
interna kontroll. En revision innefattar också en utvärdering av ändamålsenligheten
i de redovisningsprinciper som har använts och av rimligheten i styrelsens och
verkställande direktörens uppskattningar i redovisningen, liksom en utvärdering av
den övergripande presentationen i årsredovisningen.
Jag (Vi) anser att de revisionsbevis jag (vi) har inhämtat är tillräckliga och
ändamålsenliga som grund för mina (våra) uttalanden.
Uttalanden
Enligt min (vår) uppfattning har årsredovisningen upprättats i enlighet med
årsredovisningslagen och ger en i alla väsentliga avseenden rättvisande bild av ABC
ABs (publ) finansiella ställning per den 31 december ÅÅÅÅ och av dess finansiella

388

resultat
[och
kassaflöden]
för
året
enligt
årsredovisningslagen.
Förvaltningsberättelsen är förenlig med årsredovisningens övriga delar.
Jag (Vi) tillstyrker därför att årsstämman fastställer resultaträkningen och
balansräkningen.
Rapport om andra krav enligt lagar och andra författningar
Utöver min (vår) revision av årsredovisningen har jag (vi) även utfört en revision av
förslaget till dispositioner beträffande bolagets vinst eller förlust samt styrelsens och
verkställande direktörens förvaltning för ABC AB (publ) för år ÅÅÅÅ.
Styrelsens och verkställande direktörens ansvar
Det är styrelsen som har ansvaret för förslaget till dispositioner beträffande bolagets
vinst eller förlust, och det är styrelsen och verkställande direktören som har ansvaret
för förvaltningen enligt aktiebolagslagen.
Revisorns ansvar
Mitt (Vårt) ansvar är att med rimlig säkerhet uttala mig (oss) om förslaget till
dispositioner beträffande bolagets vinst eller förlust och om förvaltningen på
grundval av min (vår) revision. Jag (Vi) har utfört revisionen enligt god revisionssed
i Sverige.
Som underlag för mitt (vårt) uttalande om styrelsens förslag till dispositioner
beträffande bolagets vinst eller förlust har jag (vi) granskat [styrelsens motiverade
yttrande samt ett urval av underlagen för detta för att kunna bedöma] om förslaget
är förenligt med aktiebolagslagen.
Som underlag för mitt (vårt) uttalande om ansvarsfrihet har jag (vi) utöver min (vår)
revision av årsredovisningen granskat väsentliga beslut, åtgärder och förhållanden
i bolaget för att kunna bedöma om någon styrelseledamot eller verkställande
direktören är ersättningsskyldig mot bolaget. Jag (Vi) har även granskat om någon
styrelseledamot eller verkställande direktören på annat sätt har handlat i strid med
aktiebolagslagen, årsredovisningslagen eller bolagsordningen.
Jag (Vi) anser att de revisionsbevis jag (vi) har inhämtat är tillräckliga och
ändamålsenliga som grund för mina (våra) uttalanden.
Uttalanden
Jag (Vi) tillstyrker att årsstämman disponerar (behandlar) vinsten (förlusten) enligt
förslaget i förvaltningsberättelsen och beviljar styrelsens ledamöter och
verkställande direktören ansvarsfrihet för räkenskapsåret.
[Särskild förteckning över lån och säkerheter har upprättats i enlighet med vad som
föreskrivs i aktiebolagslagen.]
Ort den DD månad ÅÅÅÅ
[Namn på revisionsföretaget]
A.A.
Auktoriserad/Godkänd revisor

(FAR 2016a)
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Former audit reporting model in English
AUDITOR’S REPORT
To the annual meeting of the shareholders of ABC AB (publ), corporate identity
number 556xxx-xxxx
Report on the annual accounts
I (We) have audited the annual accounts of ABC AB (publ) for the year YYYY. [The
annual accounts of the company are included on pages x-y.]
Responsibilities of the Board of Directors and the Managing Director
for the annual accounts
The Board of Directors and the Managing Director are responsible for the
preparation and fair presentation of these annual accounts in accordance with the
Annual Accounts Act, and for such internal control as the Board of Directors and the
Managing Director determine is necessary to enable the preparation of annual
accounts that are free from material misstatement, whether due to fraud or error.
Auditor’s responsibility
My (Our) responsibility is to express an opinion on these annual accounts based on
my (our) audit. I (We) conducted our audit in accordance with International
Standards on Auditing and generally accepted auditing standards in Sweden. Those
standards require that I (we) comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the annual
accounts are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the annual accounts. The procedures selected depend
on the auditor’s judgment, including the assessment of the risks of material
misstatement of the annual accounts, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the company’s
preparation and fair presentation of the annual accounts in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the company’s internal control. An
audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by the Board of Directors and the
Managing Director, as well as evaluating the overall presentation of the annual
accounts.
I (We) believe that the audit evidence I (we) have obtained is sufficient and
appropriate to provide a basis for my (our) audit opinions.
Opinions
In my (our) opinion, the annual accounts have been prepared in accordance with
the Annual Accounts Act and present fairly, in all material respects, the financial
position of ABC AB (publ) as of December 31, YYYY and of its financial performance
and its cash flows for the year then ended in accordance with the Annual Accounts
Act. The statutory administration report is consistent with the other parts of the
annual accounts.
I (We) therefore recommend that the annual meeting of shareholders adopt the
income statement and balance sheet.
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Report on other legal and regulatory requirements
In addition to my (our) audit of the annual accounts, I (we) have also audited the
proposed appropriations of the company’s profit or loss and the administration of
the Board of Directors and the Managing Director of ABC AB (publ) for the year
YYYY.
Responsibilities of the Board of Directors and the Managing Director
The Board of Directors is responsible for the proposal for appropriations of the
company’s profit or loss, and the Board of Directors and the Managing Director are
responsible for administration under the Companies Act.
Auditor’s responsibility
My (Our) responsibility is to express an opinion with reasonable assurance on the
proposed appropriations of the company’s profit or loss and on the administration
based on my (our) audit. I (We) conducted the audit in accordance with generally
accepted auditing standards in Sweden.
As a basis for my (our) opinion on the Board of Directors’ proposed appropriations
of the company’s profit or loss, I (we) examined the Board of Directors’ reasoned
statement and a selection of supporting evidence in order to be able to assess
whether the proposal is in accordance with the Companies Act.
As a basis for my (our) opinion concerning discharge from liability, in addition to
my (our) audit of the annual accounts, I (we) examined significant decisions, actions
taken and circumstances of the company in order to determine whether any member
of the Board of Directors or the Managing Director is liable to the company. I (We)
also examined whether any member of the Board of Directors or the Managing
Director has, in any other way, acted in contravention of the Companies Act, the
Annual Accounts Act or the Articles of Association.
I (We) believe that the audit evidence I (we) have obtained is sufficient and
appropriate to provide a basis for my (our) opinions.
Opinions
I (We) recommend to the annual meeting of shareholders that the profit be
appropriated in accordance with the proposal in the statutory administration report
and that the members of the Board of Directors and the Managing Director be
discharged from liability for the financial year.
[A separate list of loans and collateral has been prepared in accordance with the
provisions of the Companies Act.]

Place DD Month YYYY
[Name of the audit firm]
A. A.
Authorized Public Accountant

(FAR 2016a)
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AR1b (C1, W1, F1) in Swedish
REVISIONSBERÄTTELSE
Till årsstämman i ABC AB (publ), org.nr 556556-5565
Rapport om årsredovisningen
Vi har utfört en revision av årsredovisningen för ABC AB (publ) för år 2015.
Styrelsens och verkställande direktörens ansvar för
årsredovisningen
Det är styrelsen och verkställande direktören som har ansvaret för att upprätta en
årsredovisning som ger en rättvisande bild enligt årsredovisningslagen och för den
interna kontroll som styrelsen och verkställande direktören bedömer är nödvändig
för att upprätta en årsredovisning som inte innehåller väsentliga felaktigheter, vare
sig dessa beror på oegentligheter eller på fel.
Revisorns ansvar
Vårt ansvar är att uttala oss om årsredovisningen på grundval av vår revision. Vi har
utfört revisionen enligt International Standards on Auditing och god revisionssed i
Sverige. Dessa standarder kräver att vi följer yrkesetiska krav samt planerar och
utför revisionen för att uppnå rimlig säkerhet att årsredovisningen inte innehåller
väsentliga felaktigheter.
En revision innefattar att genom olika åtgärder inhämta revisionsbevis om belopp
och annan information i årsredovisningen. Revisorn väljer vilka åtgärder som ska
utföras, bland annat genom att bedöma riskerna för väsentliga felaktigheter i
årsredovisningen, vare sig dessa beror på oegentligheter eller på fel. Vid denna
riskbedömning beaktar revisorn de delar av den interna kontrollen som är relevanta
för hur bolaget upprättar årsredovisningen för att ge en rättvisande bild i syfte att
utforma granskningsåtgärder som är ändamålsenliga med hänsyn till
omständigheterna, men inte i syfte att göra ett uttalande om effektiviteten i bolagets
interna kontroll. En revision innefattar också en utvärdering av ändamålsenligheten
i de redovisningsprinciper som har använts och av rimligheten i styrelsens och
verkställande direktörens uppskattningar i redovisningen, liksom en utvärdering av
den övergripande presentationen i årsredovisningen.
Vi anser att de revisionsbevis vi har inhämtat är tillräckliga och ändamålsenliga som
grund för våra uttalanden.
Uttalanden
Enligt vår uppfattning har årsredovisningen upprättats i enlighet med
årsredovisningslagen och ger en i alla väsentliga avseenden rättvisande bild av ABC
ABs (publ) finansiella ställning per den 31 december 2015 och av dess finansiella
resultat
och
kassaflöden
för
året
enligt
årsredovisningslagen.
Förvaltningsberättelsen är förenlig med årsredovisningens övriga delar.
Vi tillstyrker därför
balansräkningen.

att

årsstämman
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fastställer

resultaträkningen

och

Rapport om andra krav enligt lagar och andra författningar
Utöver vår revision av årsredovisningen har vi även utfört en revision av förslaget
till dispositioner beträffande bolagets vinst eller förlust samt styrelsens och
verkställande direktörens förvaltning för ABC AB (publ) för år 2015.
Styrelsens och verkställande direktörens ansvar
Det är styrelsen som har ansvaret för förslaget till dispositioner beträffande bolagets
vinst eller förlust, och det är styrelsen och verkställande direktören som har ansvaret
för förvaltningen enligt aktiebolagslagen.
Revisorns ansvar
Vårt ansvar är att med rimlig säkerhet uttala oss om förslaget till dispositioner
beträffande bolagets vinst eller förlust och om förvaltningen på grundval av vår
revision. Vi har utfört revisionen enligt god revisionssed i Sverige.
Som underlag för vårt uttalande om styrelsens förslag till dispositioner beträffande
bolagets vinst eller förlust har vi granskat styrelsens motiverade yttrande samt ett
urval av underlagen för detta för att kunna bedöma om förslaget är förenligt med
aktiebolagslagen.
Som underlag för vårt uttalande om ansvarsfrihet har vi utöver vår revision av
årsredovisningen granskat väsentliga beslut, åtgärder och förhållanden i bolaget för
att kunna bedöma om någon styrelseledamot eller verkställande direktören är
ersättningsskyldig mot bolaget. Vi har även granskat om någon styrelseledamot eller
verkställande direktören på annat sätt har handlat i strid med aktiebolagslagen,
årsredovisningslagen eller bolagsordningen.
Vi anser att de revisionsbevis vi har inhämtat är tillräckliga och ändamålsenliga som
grund för våra uttalanden.
Uttalanden
Vi tillstyrker att årsstämman disponerar vinsten enligt förslaget i
förvaltningsberättelsen och beviljar styrelsens ledamöter och verkställande
direktören ansvarsfrihet för räkenskapsåret.

Stockholm, den 1 april 2016
Revisionsbolaget AB

Anders Andersson
Auktoriserad revisor
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AR1b (C1, W1, F1) in English
AUDITOR’S REPORT
To the annual meeting of the shareholders of ABC AB (publ), corporate identity
number 556556-5565
Report on the annual accounts
We have audited the annual accounts of ABC AB (publ) for the year 2015
Responsibilities of the Board of Directors and the Managing Director
for the annual accounts
The Board of Directors and the Managing Director are responsible for the
preparation and fair presentation of these annual accounts in accordance with the
Annual Accounts Act, and for such internal control as the Board of Directors and the
Managing Director determine is necessary to enable the preparation of annual
accounts that are free from material misstatement, whether due to fraud or error.
Auditor’s responsibility
Our responsibility is to express an opinion on these annual accounts based on our
audit. We conducted our audit in accordance with International Standards on
Auditing and generally accepted auditing standards in Sweden. Those standards
require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the annual accounts are free from
material misstatement.
An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the annual accounts. The procedures selected depend
on the auditor’s judgment, including the assessment of the risks of material
misstatement of the annual accounts, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the company’s
preparation and fair presentation of the annual accounts in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the company’s internal control. An
audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by the Board of Directors and the
Managing Director, as well as evaluating the overall presentation of the annual
accounts.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.
Opinions
In our opinion, the annual accounts have been prepared in accordance with the
Annual Accounts Act and present fairly, in all material respects, the financial
position of ABC AB (publ) as of December 31, 2015 and of its financial performance
and its cash flows for the year then ended in accordance with the Annual Accounts
Act. The statutory administration report is consistent with the other parts of the
annual accounts.
We therefore recommend that the annual meeting of shareholders adopt the income
statement and balance sheet.
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Report on other legal and regulatory requirements
In addition to our audit of the annual accounts, we have also audited the proposed
appropriations of the company’s profit or loss and the administration of the Board
of Directors and the Managing Director of ABC AB (publ) for the year 2015.
Responsibilities of the Board of Directors and the Managing Director
The Board of Directors is responsible for the proposal for appropriations of the
company’s profit or loss, and the Board of Directors and the Managing Director are
responsible for administration under the Companies Act.
Auditor’s responsibility
Our responsibility is to express an opinion with reasonable assurance on the
proposed appropriations of the company’s profit or loss and on the administration
based on our audit. We conducted the audit in accordance with generally accepted
auditing standards in Sweden.
As a basis for our opinion on the Board of Directors’ proposed appropriations of the
company’s profit or loss, we examined the Board of Directors’ reasoned statement
and a selection of supporting evidence in order to be able to assess whether the
proposal is in accordance with the Companies Act.
As a basis for our opinion concerning discharge from liability, in addition to our
audit of the annual accounts, we examined significant decisions, actions taken and
circumstances of the company in order to determine whether any member of the
Board of Directors or the Managing Director is liable to the company. We also
examined whether any member of the Board of Directors or the Managing Director
has, in any other way, acted in contravention of the Companies Act, the Annual
Accounts Act or the Articles of Association.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinions.
Opinions
We recommend to the annual meeting of shareholders that the profit be
appropriated in accordance with the proposal in the statutory administration report
and that the members of the Board of Directors and the Managing Director be
discharged from liability for the financial year.

Stockholm, 1 April 2016
Audit firm AB

Anders Andersson
Authorised Public Accountant
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AR2
Current audit reporting model in Swedish
REVISIONSBERÄTTELSE
Till bolagsstämman i ABC AB (publ), org.nr xxxxxx-xxxx
Rapport om årsredovisningen
Uttalanden
Jag (Vi) har utfört en revision av årsredovisningen för ABC AB (publ) för år ÅÅÅÅ
(räkenskapsåret…). [Bolagets årsredovisning ingår på sidorna x-y i detta
dokument.]
Enligt min (vår) uppfattning har årsredovisningen upprättats i enlighet med
årsredovisningslagen och ger en i alla väsentliga avseenden rättvisande bild av ABC
ABs (publ) finansiella ställning per den 31 december ÅÅÅÅ och av dess finansiella
resultat och kassaflöde för året enligt årsredovisningslagen. Förvaltningsberättelsen
är förenlig med årsredovisningens övriga delar.
Jag (Vi) tillstyrker därför att bolagsstämman fastställer resultaträkningen och
balansräkningen.
Mina (Våra) uttalanden i denna rapport om årsredovisningen är förenliga med
innehållet i den kompletterande rapport som har överlämnats till bolagets
revisionsutskott100 i enlighet med revisorsförordningens (537/2014) artikel 11.
Grund för uttalanden
Jag (Vi) har utfört revisionen enligt International Standards on Auditing (ISA) och
god revisionssed i Sverige. Mitt (Vårt) ansvar enligt dessa standarder beskrivs
närmare i avsnittet Revisorns ansvar. Jag (Vi) är oberoende i förhållande till ABC
AB (publ) enligt god revisorssed i Sverige och har i övrigt fullgjort mitt (vårt)
yrkesetiska ansvar enligt dessa krav. Detta innefattar att, baserat på min (vår) bästa
kunskap och övertygelse, inga förbjudna tjänster som avses i revisorsförordningens
(537/2014) artikel 5.1 har tillhandahållits det granskade bolaget eller, i
förekommande fall, dess moderföretag eller dess kontrollerade företag inom EU101.
Jag (Vi) anser att de revisionsbevis jag (vi) har inhämtat är tillräckliga och
ändamålsenliga som grund för mina (våra) uttalanden.
Särskild betydelsefulla områden
Särskilt betydelsefulla områden för revisionen är de områden som enligt min (vår)
professionella bedömning var de mest betydelsefulla för revisionen av
årsredovisningen för den aktuella perioden. Dessa områden behandlades inom

100

Om styrelsen beslutat att inte inrätta något revisionsutskott, och revisionsutskottets
uppgifter därför fullgörs av styrelsen i sin helhet, byts ordet ”revisionsutskott” ut mot
”styrelsen”.
101

Highlighted words refer to text that was added and/or changed in the current template
compared with the drafted recommendations that were sent out for consultation in June
2016.
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ramen för revisionen av, och i mitt (vårt) ställningstagande till, årsredovisningen
som helhet, men jag (vi) gör inga separata uttalanden om dessa områden.
[Rubrik särskilt betydelsefullt område 1]
[Beskrivning av särskilt betydelsefullt område 1]
[Rubrik särskilt betydelsefullt område 2]
[Beskrivning av särskilt betydelsefullt område 2]
[Annan information än årsredovisningen
Detta dokument innehåller även annan information än årsredovisningen och
återfinns på sidorna [A-B]. Det är styrelsen och verkställande direktören som har
ansvaret för denna andra information.
Mitt (Vårt) uttalande avseende årsredovisningen omfattar inte denna information
och jag (vi) gör inget uttalande med bestyrkande avseende denna andra
information.
I samband med min (vår) revision av årsredovisningen är det mitt (vårt) ansvar att
läsa den information som identifieras ovan och överväga om informationen i
väsentlig utsträckning är oförenlig med årsredovisningen. Vid denna genomgång
beaktar jag (vi) även den kunskap jag (vi) i övrigt inhämtat under revisionen samt
bedömer om informationen i övrigt verkar innehålla väsentliga felaktigheter.
Om jag (vi), baserat på det arbete som har utförts avseende denna information, drar
slutsatsen att den andra informationen innehåller en väsentlig felaktighet, är jag (vi)
skyldig(a) att rapportera detta. Jag (Vi) har inget att rapportera i det avseendet.]
Styrelsens och verkställande direktörens ansvar
Det är styrelsen och verkställande direktören som har ansvaret för att
årsredovisningen upprättas och att den ger en rättvisande bild enligt
årsredovisningslagen. Styrelsen och verkställande direktören ansvarar även för den
interna kontroll som de bedömer är nödvändig för att upprätta en årsredovisning
som inte innehåller några väsentliga felaktigheter, vare sig dessa beror på
oegentligheter eller på fel.
Vid upprättandet av årsredovisningen ansvarar styrelsen och verkställande
direktören för bedömningen av bolagets förmåga att fortsätta verksamheten. De
upplyser, när så är tillämpligt, om förhållanden som kan påverka förmågan att
fortsätta verksamheten och att använda antagandet om fortsatt drift. Antagandet
om fortsatt drift tillämpas dock inte om styrelsen och verkställande direktören avser
att likvidera bolaget, upphöra med verksamheten eller inte har något realistiskt
alternativ till att göra något av detta.
[Styrelsens revisionsutskott ska, utan att det påverkar styrelsens ansvar och
uppgifter i övrigt, bland annat övervaka bolagets finansiella rapportering.]102

102

Om revisionsutskottets uppgifter fullgörs av styrelsen i sin helhet, ska detta stycke inte
ingå i revisionsberättelsen.
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Revisorns ansvar
Mina (Våra) mål är att uppnå en rimlig grad av säkerhet om huruvida
årsredovisningen som helhet inte103 innehåller några väsentliga felaktigheter, vare
sig dessa beror på oegentligheter eller på fel, och att lämna en revisionsberättelse
som innehåller mina (våra) uttalanden. Rimlig säkerhet är en hög grad av säkerhet,
men är ingen garanti för att en revision som utförs enligt ISA och god revisionssed i
Sverige alltid kommer att upptäcka en väsentlig felaktighet om en sådan finns.
Felaktigheter kan uppstå på grund av oegentligheter eller fel och anses vara
väsentliga om de enskilt eller tillsammans rimligen kan förväntas påverka de
ekonomiska beslut som användare fattar med grund i årsredovisningen.
Som del av en revision enligt ISA använder jag (vi) professionellt omdöme och har
en professionellt skeptisk inställning under hela revisionen. Dessutom:


identifierar och bedömer jag (vi) riskerna för väsentliga felaktigheter i
årsredovisningen, vare sig dessa beror på oegentligheter eller på fel,
utformar och utför granskningsåtgärder bland annat utifrån dessa risker och
inhämtar revisionsbevis som är tillräckliga och ändamålsenliga för att utgöra
en grund för mina (våra) uttalanden. Risken för att inte upptäcka en
väsentlig felaktighet till följd av oegentligheter är högre än för en väsentlig
felaktighet som beror på fel, eftersom oegentligheter kan innefatta agerande
i maskopi, förfalskning, avsiktliga utelämnanden, felaktig information eller
åsidosättande av intern kontroll.



skaffar jag mig (vi oss) en förståelse av den del av bolagets interna kontroll
som har betydelse för min (vår) revision för att utforma granskningsåtgärder
som är lämpliga med hänsyn till omständigheterna, men inte för att uttala
mig (oss) om effektiviteten i den interna kontrollen.



utvärderar jag (vi) lämpligheten i de redovisningsprinciper som används och
rimligheten i styrelsens och verkställande direktörens uppskattningar i
redovisningen och tillhörande upplysningar.



drar jag (vi) en slutsats om lämpligheten i att styrelsen och verkställande
direktören använder antagandet om fortsatt drift vid upprättandet av
årsredovisningen. Jag (Vi) drar också en slutsats, med grund i de inhämtade
revisionsbevisen, om huruvida det finns någon väsentlig osäkerhetsfaktor
som avser sådana händelser eller förhållanden som kan leda till betydande
tvivel om bolagets förmåga att fortsätta verksamheten. Om jag (vi) drar
slutsatsen att det finns en väsentlig osäkerhetsfaktor, måste jag (vi) i
revisionsberättelsen fästa uppmärksamheten på upplysningarna i
årsredovisningen om den väsentliga osäkerhetsfaktorn eller, om sådana
upplysningar är otillräckliga, modifiera uttalandet om årsredovisningen.
Mina (Våra) slutsatser baseras på de revisionsbevis som inhämtas fram till

103

In April 2016, I interviewed a representative from FAR involved in the preparation of the
recommendations RevR 700 and RevR 701. I pointed out the wording without the “not” and
asked whether FAR aimed to change it so that it would include the “not” (as in the former
auditor’s report). The answer was: “No, FAR chose this wording, which FAR considered
being in accordance with a translation of the ISA auditor’s report.” Later on, FAR
representatives seem to have changed their mind…
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datumet för revisionsberättelsen. Dock kan framtida händelser eller
förhållanden göra att ett bolag inte längre kan fortsätta verksamheten.


utvärderar jag (vi) den övergripande presentationen, strukturen och
innehållet i årsredovisningen, däribland upplysningarna, och om
årsredovisningen återger de underliggande transaktionerna och
händelserna på ett sätt som ger en rättvisande bild.

Jag (Vi) måste informera styrelsen om bland annat revisionens planerade
omfattning och inriktning samt tidpunkten för den. Jag (Vi) måste också informera
om betydelsefulla iakttagelser under revisionen, däribland de betydande brister i
den interna kontrollen som jag (vi) identifierat.
Jag (Vi) måste också förse styrelsen med ett uttalande om att jag (vi) har följt
relevanta yrkesetiska krav avseende oberoende, och ta upp alla relationer och andra
förhållanden som rimligen kan påverka mitt (vårt) oberoende, samt i tillämpliga fall
tillhörande motåtgärder.
Av de områden som kommuniceras med styrelsen fastställer jag (vi) vilka av dessa
områden som varit de mest betydelsefulla för revisionen av årsredovisningen,
inklusive de viktigaste bedömda riskerna för väsentliga felaktigheter, och som
därför utgör de för revisionen särskilt betydelsefulla områdena. Jag (Vi)We describe
these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine
that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public
interest benefits of such communication. beskriver dessa områden i
revisionsberättelsen såvida inte lagar eller andra författningar förhindrar
upplysning om frågan eller när, i ytterst sällsynta fall, jag (vi) bedömer att en fråga
inte ska kommuniceras i revisionsberättelsen på grund av att de negativa
konsekvenserna av att göra det rimligen skulle väntas vara större än allmänintresset
av denna kommunikation. From the matters communicated with those charged with
governance, we determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and are therefore the
key audit matters.

Rapport om andra krav enligt lagar och andra författningar
Uttalanden
Utöver min (vår) revision av årsredovisningen har jag (vi) även utfört en revision av
styrelsens och verkställande direktörens förvaltning för ABC AB (publ) för år ÅÅÅÅ
(räkenskapsåret...) samt av förslaget till dispositioner beträffande bolagets vinst
eller förlust.
Jag (Vi) tillstyrker att bolagsstämman disponerar (behandlar) vinsten (förlusten)
enligt förslaget i förvaltningsberättelsen och beviljar styrelsens ledamöter och
verkställande direktören ansvarsfrihet för räkenskapsåret.
[Särskild förteckning över lån och säkerheter har upprättats i enlighet med vad som
föreskrivs i aktiebolagslagen.]
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Grund för uttalanden
Jag (Vi) har utfört revisionen enligt god revisionssed i Sverige. Mitt (Vårt) ansvar
enligt denna beskrivs närmare i avsnittet Revisorns ansvar. Jag (Vi) är oberoende i
förhållande till ABC AB (publ) enligt god revisorssed i Sverige och har i övrigt
fullgjort mitt (vårt) yrkesetiska ansvar enligt dessa krav.
Jag (Vi) anser att de revisionsbevis jag (vi) har inhämtat är tillräckliga och
ändamålsenliga som grund för mina (våra) uttalanden.
Styrelsens och verkställande direktörens ansvar
Det är styrelsen som har ansvaret för förslaget till dispositioner beträffande bolagets
vinst eller förlust. Vid förslag till utdelning innefattar detta bland annat en
bedömning av om utdelningen är försvarlig med hänsyn till de krav som bolagets
verksamhetsart, omfattning och risker ställer på storleken av bolagets egna kapital,
likviditet och ställning i övrigt.
Styrelsen ansvarar för bolagets organisation och förvaltningen av bolagets
angelägenheter. Detta innefattar bland annat att fortlöpande bedöma bolagets
ekonomiska situation, och att tillse att bolagets organisation är utformad så att
bokföringen, medelsförvaltningen och bolagets ekonomiska angelägenheter i övrigt
kontrolleras på ett betryggande sätt. Den verkställande direktören ska sköta den
löpande förvaltningen enligt styrelsens riktlinjer och anvisningar och bland annat
vidta de åtgärder som är nödvändiga för att bolagets bokföring ska fullgöras i
överensstämmelse med lag och för att medelsförvaltningen ska skötas på ett
betryggande sätt.
Revisorns ansvar
Mitt (Vårt) mål beträffande revisionen av förvaltningen, och därmed mitt (vårt)
uttalande om ansvarsfrihet, är att skaffa inhämta revisionsbevis för att med en
rimlig grad av säkerhet kunna bedöma om någon styrelseledamot [eller
verkställande direktören] i något väsentligt avseende:



företagit någon åtgärd eller gjort sig skyldig till någon försummelse som kan
föranleda ersättningsskyldighet mot bolaget, eller
på något annat sätt handlat i strid med aktiebolagslagen,
årsredovisningslagen eller bolagsordningen.

Mitt (Vårt) mål beträffande revisionen av förslaget till dispositioner av bolagets
vinst eller förlust, och därmed mitt (vårt) uttalande om detta, är att med rimlig grad
av säkerhet bedöma om förslaget är förenligt med aktiebolagslagen.
Rimlig säkerhet är en hög grad av säkerhet, men ingen garanti för att en revision
som utförs enligt god revisionssed i Sverige alltid kommer att upptäcka åtgärder
eller försummelser som kan föranleda ersättningsskyldighet mot bolaget, eller att
ett förslag till dispositioner av bolagets vinst eller förlust inte är förenligt med
aktiebolagslagen.
Som en del av en revision enligt god revisionssed i Sverige använder jag (vi)
professionellt omdöme och har en professionellt skeptisk inställning under hela
revisionen. Granskningen av förvaltningen och förslaget till dispositioner av
bolagets vinst eller förlust grundar sig främst på revisionen av räkenskaperna. Vilka
tillkommande granskningsåtgärder som utförs baseras på min (vår) professionella
bedömning med utgångspunkt i risk och väsentlighet. Det innebär att jag (vi)
fokuserar granskningen på sådana åtgärder, områden och förhållanden som är
väsentliga för verksamheten och där avsteg och överträdelser skulle ha särskild
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betydelse för bolagets situation. Jag (Vi) går igenom och prövar fattade beslut,
beslutsunderlag, vidtagna åtgärder och andra förhållanden som är relevanta för mitt
(vårt) uttalande om ansvarsfrihet. Som underlag för mitt (vårt) uttalande om
styrelsens förslag till dispositioner beträffande bolagets vinst eller förlust har jag (vi)
granskat [styrelsens motiverade yttrande samt ett urval av underlagen för detta för
att kunna bedöma]104 om förslaget är förenligt med aktiebolagslagen.

[Namn på revisionsföretaget alternativt personvald revisor], [adress], utsågs till
ABC ABs (publ) revisor av bolagsstämman den DD månad ÅÅÅÅ och har varit
bolagets revisor sedan DD månad ÅÅÅÅ.
Ort den DD månad ÅÅÅÅ
[Namn på revisionsföretaget]105
A.A.
Auktoriserad revisor

(FAR 2016e)

104

Texten inom hakparentes ska ingå i de fall styrelsen föreslår vinstutdelning.

105

Texten inom hakparantes ska ingå vid byråval
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Current audit reporting model in English
AUDITOR’S REPORT
To the general meeting of the shareholders of ABC AB (publ), corporate identity
number xxxxxx-xxxx
Report on the annual accounts
Opinions
I (We) have audited the annual accounts of ABC AB (publ) for the year YYYY (the
financial year …). [The annual accounts of the company are included on pages x-y in
this document.]
In my (our) opinion, the annual accounts have been prepared in accordance with
the Annual Accounts Act and present fairly, in all material respects, the financial
position of ABC AB (publ) as of 31 December YYYY and its financial performance
for the year then ended in accordance with the Annual Accounts Act. The statutory
administration report is consistent with the other parts of the annual accounts.
I (We) therefore recommend that the general meeting of shareholders adopt the
income statement and balance sheet.
My (Our) opinion in this report on the annual accounts and consolidated accounts
are consistent with the content of the additional report that has been submitted to
the company’s audit committee in accordance with the Audit Regulations
(537/2014) Article 11.
Basis for Opinions
I (We) conducted our audit in accordance with International Standards on Auditing
(ISA) and generally accepted auditing standards in Sweden. My (Our)
responsibilities under those standards are further described in the Auditor’s
Responsibilities section. I (We) are independent of ABC AB (publ) in accordance
with professional ethics for accountants in Sweden and have otherwise fulfilled my
(our) ethical responsibilities in accordance with these requirements. This includes
that, based on the best of my (our) knowledge and belief, no prohibited services
referred to in the Audit Regulation (537/2014) Article 5.1 have been provided to the
audited company or, where applicable, its parent company or its controlled
companies within the EU.
I (We) believe that the audit evidence I (we) have obtained is sufficient and
appropriate to provide a basis for my (our) opinions.
Key Audit Matters
Key audit matters of the audit are those matters that, in my (our) professional
judgment, were of most significance in my (our) audit of the annual accounts of the
current period. These matters were addressed in the context of my (our) audit of the
annual accounts as a whole, and in forming my (our) opinion thereon, but I (we) do
not provide separate opinions on these matters.
[Headline key audit matter 1]
[Description of key audit matter 1]
[Headline key audit matter 2]
[Description of key audit matter 2]
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[Other Information than the annual accounts and consolidated
accounts
This document also contains other information than the annual accounts and
consolidated accounts and is found on pages [A-B]. The [Board of Directors and the
Managing Director] are responsible for this other information.
My (Our) opinion on the annual accounts and consolidated accounts does not cover
this other information and I (we) do not express any form of assurance conclusion
regarding this other information.
In connection with my (our) audit of the annual accounts and consolidated
accounts, my (our) responsibility is to read the information identified above and
consider whether the information is materially inconsistent with the annual
accounts and consolidated accounts. In this procedure I (we) also take into account
my (our) knowledge otherwise obtained in the audit and assess whether the
information otherwise appears to be materially misstated.
If I (we), based on the work performed concerning this information, conclude that
there is a material misstatement of this other information, I (we) am (are) required
to report that fact. I (We) have nothing to report in this regard.]
Responsibilities of the Board of Directors and the Managing Director
The Board of Directors and the Managing Director are responsible for the
preparation of the annual accounts and that they give a fair presentation in
accordance with the Annual Accounts Act. The Board of Directors and the Managing
Director are also responsible for such internal control as they determine is necessary
to enable the preparation of annual accounts that are free from material
misstatement, whether due to fraud or error.
In preparing the annual accounts, the Board of Directors and the Managing Director
are responsible for the assessment of the company’s ability to continue as a going
concern. They disclose, as applicable, matters related to going concern and using the
going concern basis of accounting. The going concern basis of accounting is however
not applied if the Board of Directors and the Managing Director intends to liquidate
the company, to cease operations, or has no realistic alternative but to do so.
The Audit Committee shall, without prejudice to the Board of Director’s
responsibilities and tasks in general, among other things oversee the company’s
financial reporting process.
Auditor’s responsibility
My (Our) objectives are to obtain reasonable assurance about whether the annual
accounts as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes my (our) opinions. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISAs and generally accepted auditing standards in Sweden will
always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on
the basis of these annual accounts.
As part of an audit in accordance with ISAs, I (we) exercise professional judgment
and maintain professional skepticism throughout the audit. I (We) also:
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Identify and assess the risks of material misstatement of the annual
accounts, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for my (our) opinions. The risk
of not detecting a material misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal
control.



Obtain an understanding of the company’s internal control relevant to my
(our) audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the company’s internal control.



Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by the
Board of Directors and the Managing Director.



Conclude on the appropriateness of the Board of Directors’ and the
Managing Director’s use of the going concern basis of accounting in
preparing the annual accounts. I (We) also draw a conclusion, based on the
audit evidence obtained, as to whether any material uncertainty exists
related to events or conditions that may cast significant doubt on the
company’s ability to continue as a going concern. If I (we) conclude that a
material uncertainty exists, I (we) am (are) required to draw attention in my
(our) auditor’s report to the related disclosures in the annual accounts or, if
such disclosures are inadequate, to modify my (our) opinion about the
annual accounts. My (Our) conclusions are based on the audit evidence
obtained up to the date of my (our) auditor’s report. However, future events
or conditions may cause a company to cease to continue as a going concern.



Evaluate the overall presentation, structure and content of the annual
accounts, including the disclosures, and whether the annual accounts
represent the underlying transactions and events in a manner that achieves
fair presentation.

I (We) must inform the Board of Directors of, among other matters, the planned
scope and timing of the audit. I (We) must also inform of significant audit findings
during our audit, including any significant deficiencies in internal control that I (we)
identified.
I (We) must also provide the Board of Directors with a statement that I (we) have
complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reasonably be
thought to bear on my (our) independence, and where applicable, related
safeguards.
From the matters communicated with the Board of Directors, I (we) determine those
matters that were of most significance in the audit of the annual accounts, including
the most important assessed risks for material misstatement, and are therefore the
key audit matters. I (We) describe these matters in the auditor’s report unless law
or regulation precludes disclosure about the matter or when, in extremely rare
circumstances, I (we) determine that a matter should not be communicated in the

404

auditor’s report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

Report on other legal and regulatory requirements
Opinions
In addition to my audit of the annual accounts, I (we) have also audited the
administration of the Board of Directors and the Managing Director of ABC AB
(publ) for the year YYYY and the proposed appropriations of the company’s profit
or loss.
I (We) recommend to the general meeting of shareholders that the profit (loss) be
appropriated (dealt with) in accordance with the proposal in the statutory
administration report and that the members of the Board of Directors and the
Managing Director be discharged from liability for the financial year.
[A separate list of loans and collateral has been prepared in accordance with the
provisions of the Companies Act.]
Basis for Opinions
I (We) conducted the audit in accordance with generally accepted auditing
standards in Sweden. My (Our) responsibilities under those standards are further
described in the Auditor’s Responsibilities section. I (We) am (are) independent of
ABC AB (publ) in accordance with professional ethics for accountants in Sweden
and have otherwise fulfilled our ethical responsibilities in accordance with these
requirements.
I (We) believe that the audit evidence I (we) have obtained is sufficient and
appropriate to provide a basis for my (our) audit opinions.
Responsibilities of the Board of Directors and the Managing Director
The Board of Directors is responsible for the proposal for appropriations of the
company’s profit or loss. At the proposal of a dividend, this includes an assessment
of whether the dividend is justifiable considering the requirements which the
company's type of operations, size and risks place on the size of the company's
equity, consolidation requirements, liquidity and position in general.
The Board of Directors is responsible for the company’s organization and
administration of the company’s affairs. This includes among other things
continuous assessment of the company’s financial situation and ensuring that the
company's organization is designed so that the accounting, management of assets
and the company’s financial affairs otherwise are controlled in a reassuring manner.
The Managing Director shall manage the ongoing administration according to the
Board of Directors’ guidelines and instructions and among other matters take
measures that are necessary to fulfill the company’s accounting in accordance with
law and handle the management of assets in a reassuring manner.
Auditor’s responsibility
My (Our) objective concerning the audit of the administration, and thereby my (our)
opinion about discharge from liability, is to obtain audit evidence to assess with a
reasonable degree of assurance whether any member of the Board of Directors or
the Managing Director in any material respect:
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has undertaken any action or been guilty of any omission which can give rise
to liability to the company, or
in any other way has acted in contravention of the Companies Act, the
Annual Accounts Act or the Articles of Association.

My (Our) objective concerning the audit of the proposed appropriations of the
company’s profit or loss, and thereby my (our) opinion about this, is to assess with
reasonable degree of assurance whether the proposal is in accordance with the
Companies Act.
Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with generally accepted auditing standards in
Sweden will always detect actions or omissions that can give rise to liability to the
company, or that the proposed appropriations of the company’s profit or loss are
not in accordance with the Companies Act.
As part of an audit in accordance with generally accepted auditing standards in
Sweden, I (we) exercise professional judgment and maintain professional
skepticism throughout the audit. The examination of the administration and the
proposed appropriations of the company’s profit or loss is based primarily on the
audit of the accounts. Additional audit procedures performed are based on my (our)
professional judgment with starting point in risk and materiality. This means that I
(we) focus the examination on such actions, areas and relationships that are
material for the operations and where deviations and violations would have
particular importance for the company’s situation. I (We) examine and test
decisions undertaken, support for decisions, actions taken and other circumstances
that are relevant to my (our) opinion concerning discharge from liability. As a basis
for my (our) opinion on the Board of Directors’ proposed appropriations of the
company’s profit or loss I (we) examined the Board of Directors’ reasoned statement
and a selection of supporting evidence in order to be able to assess whether the
proposal is in accordance with the Companies Act.

[Name on audit firm alternatively statutory auditor], [address], was appointed
auditor of ABC AB (publ) by the general meeting of shareholders on the DD MM
YYYY and has been the company’s auditor since the DD MM YYYY.

Place DD Month YYYY
[Name of the audit firm]
A. A.
Authorized Public Accountant

(FAR 2016e)
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AR2f (C2, W1, F2) in Swedish
REVISIONSBERÄTTELSE
Till bolagsstämman i ABC AB (publ), org.nr 556556-5565
Rapport om årsredovisningen
Uttalanden
Vi har utfört en revision av årsredovisningen för ABC AB (publ) för år 2015.
Enligt vår uppfattning har årsredovisningen upprättats i enlighet med
årsredovisningslagen och ger en i alla väsentliga avseenden rättvisande bild av ABC
ABs (publ) finansiella ställning per den 31 december 2015 och av dess finansiella
resultat och kassaflöde för året enligt årsredovisningslagen. Förvaltningsberättelsen
är förenlig med årsredovisningens övriga delar.
Vi tillstyrker därför att bolagsstämman fastställer resultaträkningen och
balansräkningen.
Våra uttalanden i denna rapport om årsredovisningen är förenliga med innehållet i
den kompletterande rapport som har överlämnats till bolagets revisionsutskott i
enlighet med revisorsförordningens (537/2014) artikel 11.
Grund för uttalanden
Vi har utfört revisionen enligt International Standards on Auditing (ISA) och god
revisionssed i Sverige. Vårt ansvar enligt dessa standarder beskrivs närmare i
avsnittet Revisorns ansvar. Vi är oberoende i förhållande till ABC AB (publ) enligt
god revisorssed i Sverige och har i övrigt fullgjort vårt yrkesetiska ansvar enligt dessa
krav. Detta innefattar att, baserat på vår) bästa kunskap och övertygelse, inga
förbjudna tjänster som avses i revisorsförordningens (537/2014) artikel 5.1 har
tillhandahållits.
Vi anser att de revisionsbevis vi har inhämtat är tillräckliga och ändamålsenliga som
grund för våra uttalanden.
Särskild betydelsefulla områden
Immateriella anläggningstillgångar
I vår revision av ABC AB (publ) år 2015 har nedskrivningsprövningen av
immateriella anläggningstillgångar identifierats som ett särskild betydelsefullt
område.
Nedskrivningsprövningen av immateriella anläggningstillgångar har bedömts som
ett särskild betydande område eftersom svåra, komplexa och subjektiva
bedömningar med ett flertal parametrar, som exempelvis framtida kassaflöden och
diskonteringsränta, ligger till grund för bolagets värdering av dessa tillgångar.
Verkligt utfall kan med andra bedömningar avvika från gjorda värderingar och kan
då ha en väsentlig påverkan på årsredovisningen och därmed på de ekonomiska
beslut som användare fattar med grund i årsredovisningen. För en närmare
beskrivning av bolagets hantering av nedskrivningsprövningen se not 2 och 16 i
bolagets årsredovisning.

407

I vår revision av nedskrivningsprövningen av bolagets immateriella
anläggningstillgångar har vi bland annat granskat träffsäkerheten i tidigare
prognoser för de immateriella anläggningstillgångarnas värde för att validera
bolagets egna modeller för beräkningen av nedskrivningsbehovet. Vi har även
kontrollberäknat bolagets modeller samt inhämtat revisionsbevis för att säkerställa
riktigheten eller sannolikheten av väsentliga parametrar som ingår i bedömningen.
Våra granskningsåtgärder för att hantera risken för väsentliga felaktigheter i
samband med värderingen av nedskrivningsprövningen av immateriella
anläggningstillgångar inkluderade även bedömningar genomförda av experter inom
området som med egna modeller beräknade värderingen av de immateriella
anläggningstillgångarna.
Varulager
Ett ytterligare särskild betydelsefullt område som vi identifierat i vår revision av
ABC AB (publ) år 2015 är nedskrivningsprövningen av varulagret.
Nedskrivningsprövningen av varulagret har bedömts som ett särskild betydande
område eftersom värderingen av varulagret baseras på subjektiva bedömningar som
till exempel värdet av framtida försäljningspriser. Verkligt utfall kan med andra
bedömningar avvika från gjorda värderingar och kan då ha en väsentlig påverkan
på årsredovisningen och därmed på de ekonomiska beslut som användare fattar
med grund i årsredovisningen. För en närmare beskrivning av bolagets värdering av
varulagret se not 2 och 21 i bolagets årsredovisning.
I vår revision av nedskrivningsprövningen av bolagets varulager har vi bland annat
granskat träffsäkerheten i tidigare prognoser för varulagrets värde för att validera
bolagets egna modeller för beräkningen av nedskrivningsbehovet. Vi har även
kontrollberäknat bolagets modeller samt inhämtat revisionsbevis för att säkerställa
riktigheten eller sannolikheten av väsentliga parametrar som ingår i bedömningen.
Nettoomsättning
Ett tredje område som vi i vår revision av ABC AB (publ) år 2015 har identifierat
som särskilt betydelsefullt är bolagets nettoomsättning.
Nettoomsättningen har bedömts som ett särskilt betydande område eftersom
felaktigheter som exempelvis felperiodisering av intäkter kan ha en väsentlig
påverkan på årsredovisningen och därmed på de ekonomiska beslut som användare
fattar med grund i årsredovisningen. Vidare har nettoomsättningen stor betydelse
för bolagets börsvärde. För en närmare beskrivning av bolagets försäljningsintäkter
se not 3 i bolagets årsredovisning.
Våra granskningsåtgärder för att hantera risken för väsentliga felaktigheter gällande
nettoomsättningen har, förutom granskningen av bolagets egna kontroller,
fokuserats på periodiseringskontroller kring balansdagen där källdokument som
exempelvis fakturor, fraktsedlar och plocklistor detaljgranskats. Vi har även utfört
dataanalyser av omsättningskonton och granskat manuella bokningar i syfte att
minska risken för väsentliga felaktigheter.
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Styrelsens och verkställande direktörens ansvar
Det är styrelsen och verkställande direktören som har ansvaret för att
årsredovisningen upprättas och att den ger en rättvisande bild enligt
årsredovisningslagen. Styrelsen och verkställande direktören ansvarar även för den
interna kontroll som de bedömer är nödvändig för att upprätta en årsredovisning
som inte innehåller några väsentliga felaktigheter, vare sig dessa beror på
oegentligheter eller på fel.
Revisorns ansvar
Våra mål är att uppnå en rimlig grad av säkerhet om huruvida årsredovisningen som
helhet innehåller några väsentliga felaktigheter.
Dessutom:
•

identifierar och bedömer vi riskerna för väsentliga felaktigheter i
årsredovisningen, vare sig dessa beror på oegentligheter eller på fel, utformar och
utför granskningsåtgärder bland annat utifrån dessa risker och inhämtar
revisionsbevis som är tillräckliga och ändamålsenliga för att utgöra en grund för
våra uttalanden.

•

skaffar vi oss en förståelse av den del av bolagets interna kontroll som har
betydelse för vår revision för att utforma granskningsåtgärder som är lämpliga
med hänsyn till omständigheterna, men inte för att uttala oss om effektiviteten i
den interna kontrollen.

•

utvärderar vi lämpligheten i de redovisningsprinciper som används och
rimligheten i styrelsens och verkställande direktörens uppskattningar i
redovisningen.

•

utvärderar vi den övergripande presentationen i årsredovisningen.

Rapport om andra krav enligt lagar och andra författningar
Uttalanden
Utöver vår revision av årsredovisningen har vi även utfört en revision av styrelsens
och verkställande direktörens förvaltning för ABC AB (publ) för år 2015 samt av
förslaget till dispositioner beträffande bolagets vinst eller förlust.
Vi tillstyrker att bolagsstämman disponerar vinsten enligt förslaget i
förvaltningsberättelsen och beviljar styrelsens ledamöter och verkställande
direktören ansvarsfrihet för räkenskapsåret.
Grund för uttalanden
Vi har utfört revisionen enligt god revisionssed i Sverige. Vårt ansvar enligt denna
beskrivs närmare i avsnittet Revisorns ansvar. Vi är oberoende i förhållande till
ABC AB (publ) enligt god revisorssed i Sverige och har i övrigt fullgjort vårt
yrkesetiska ansvar enligt dessa krav.
Vi anser att de revisionsbevis vi har inhämtat är tillräckliga och ändamålsenliga som
grund för våra uttalanden.
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Styrelsens och verkställande direktörens ansvar
Det är styrelsen som har ansvaret för förslaget till dispositioner beträffande bolagets
vinst eller förlust.
Styrelsen ansvarar för bolagets förvaltning av bolagets angelägenheter.
Revisorns ansvar
Vårt mål beträffande revisionen av förvaltningen, och därmed vårt uttalande om
ansvarsfrihet, är att skaffa revisionsbevis för att med en rimlig grad av säkerhet
kunna bedöma om någon styrelseledamot eller verkställande direktören i något
väsentligt avseende:


företagit någon åtgärd eller gjort sig skyldig till någon försummelse som kan
föranleda ersättningsskyldighet mot bolaget



på något annat sätt handlat i strid
årsredovisningslagen eller bolagsordningen.

med

aktiebolagslagen,

Vårt mål beträffande revisionen av förslaget till dispositioner av bolagets vinst eller
förlust, och därmed vårt uttalande om detta, är att med rimlig grad av säkerhet
bedöma om förslaget är förenligt med aktiebolagslagen.
Vi går igenom och prövar fattade beslut, åtgärder och förhållanden som är relevanta
för vårt uttalande om ansvarsfrihet. Som underlag för vårt uttalande om styrelsens
förslag till dispositioner beträffande bolagets vinst eller förlust har vi granskat
styrelsens motiverade yttrande samt ett urval av underlagen för detta för att kunna
bedöma om förslaget är förenligt med aktiebolagslagen.

Revisionsbolaget AB, Kungsbron 2, Stockholm, utsågs till ABC ABs (publ) revisor
med Anders Andersson som huvudansvarig revisor av bolagsstämman den 16 maj
2010. Revisionsbolaget AB har varit bolagets revisor sedan den 25 maj 1995.

Stockholm, den 1 april 2016
Revisionsbolaget AB

Anders Andersson
Auktoriserad revisor
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AR2f (C2, W1, F2) in English
AUDITOR’S REPORT
To the general meeting of the shareholders of ABC AB (publ), corporate identity
number 556556-5565
Report on the annual accounts
Opinions
We have audited the annual accounts of ABC AB (publ) for the year 2015.
In our opinion, the annual accounts have been prepared in accordance with the
Annual Accounts Act and present fairly, in all material respects, the financial
position of ABC AB (publ) as of December 31, 2015 and its financial performance for
the year then ended in accordance with the Annual Accounts Act. The statutory
administration report is consistent with the other parts of the annual accounts.
We therefore recommend that the general meeting of shareholders adopt the
income statement and balance sheet.
Our opinion in this report on the annual accounts and consolidated accounts are
consistent with the content of the additional report that has been submitted to the
company’s audit committee in accordance with the Audit Regulations (537/2014)
Article 11.
Basis for Opinions
We conducted our audit in accordance with International Standards on Auditing
(ISA) and generally accepted auditing standards in Sweden. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities
section. We are independent of ABC AB (publ) in accordance with professional
ethics for accountants in Sweden and have otherwise fulfilled our ethical
responsibilities in accordance with these requirements. This includes that, based on
the best of our knowledge and belief, no prohibited services referred to in the Audit
Regulation (537/2014) Article 5.1 have been provided.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinions.
Key Audit Matters
Intangible assets
In our audit of ABC AB (publ) for the year 2015, the impairment test of intangible
assets has been identified as a key audit matter.
The impairment test of tangible assets has been assessed as a key audit matter,
because difficult, complex and subjective judgements with several parameters such
as future cash flows and a discount rate constitute the basis for the company’s
valuation of these assets. Actual results may differ from these valuations if different
assessments are made. These actual results may have a significant impact on the
annual accounts and thus on the economic decisions made by financial statement
users. For a detailed description of the company’s way of treating the impairment
test, see note 2 and 16 of the company’s annual report.
In our audit of the impairment test of the company’s intangible assets we have,
among other things, reviewed the accuracy of past forecasts of intangible assets in

411

order to validate the company’s own models for the calculation of the impairment.
We also recalculated the company’s models and obtained audit evidence to confirm
the accuracy or likely accuracy of significant parameters included in the assessment.
Our audit procedures to address the risk of material misstatements concerning the
valuation of the impairment test of intangible assets also include assessments made
by experts in the field who calculated the valuation of intangible assets using their
own models.
Inventories
A further key audit matter we identified in our audit of ABC AB (publ) for the year
2015 is the impairment test of inventories.
The impairment test of inventories has been considered a key audit matter because
the valuation of inventories is based on subjective assessments such as the value of
future sales prices. Actual results may differ from these valuations if different
assessments are made. These actual results may have a significant impact on the
annual accounts and thus on the economic decisions made by financial statement
users. For a detailed description of the company’s way of treating the impairment
test, see note 2 and 21 of the company’s annual report.
In our audit of the impairment test of the company’s inventories we have, among
other things, reviewed the accuracy of earlier forecasts of inventories in order to
validate the company’s own models for the calculation of the impairment. We also
recalculated the company’s models and obtained audit evidence to confirm the
accuracy or likely accuracy of significant parameters included in the assessment.
Net sales
A third key audit matter we identified in our audit of ABC AB (publ) for the year
2015 is the company’s net sales.
Net sales have been assessed as a key audit matter because errors such as incorrect
accruals may have a significant impact on the annual accounts and thus on the
economic decisions made by financial statement users. Furthermore, net sales are
of great importance for the company’s market capitalization. For a detailed
description of the company’s net sales, see note 3 of the company’s annual report.
Our audit procedures to address the risk of material misstatements regarding net
sales, in addition to our audit of the company’s own controls, were focused on the
distribution of revenue around the balance sheet date and included detailed
examinations of documents such as invoices, delivery notes and pick lists. We also
conducted data analyses of sales accounts and audited manual bookings in order to
reduce the risk of material misstatements.
Responsibilities of the Board of Directors and the Managing Director
The Board of Directors and the Managing Director are responsible for the
preparation of the annual accounts and that they give a fair presentation in
accordance with the Annual Accounts Act. The Board of Directors and the Managing
Director are also responsible for such internal control as they determine is necessary
to enable the preparation of annual accounts that are free from material
misstatement, whether due to fraud or error.
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Auditor’s responsibility
Our objectives are to obtain reasonable assurance about whether the annual
accounts as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinions.
We also:


Identify and assess the risks of material misstatement of the annual
accounts, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinions.



Obtain an understanding of the company’s internal control relevant to our
audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the company’s internal control.



Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the Board of Directors and
the Managing Director.



Evaluate the overall presentation of the annual accounts.

Report on other legal and regulatory requirements
Opinions
In addition to my audit of the annual accounts, we have also audited the
administration of the Board of Directors and the Managing Director of ABC AB
(publ) for the year 2015 and the proposed appropriations of the company’s profit or
loss.
We recommend to the general meeting of shareholders that the profit be
appropriated in accordance with the proposal in the statutory administration report
and that the members of the Board of Directors and the Managing Director be
discharged from liability for the financial year.
Basis for Opinions
We conducted the audit in accordance with generally accepted auditing standards
in Sweden. Our responsibilities under those standards are further described in the
Auditor’s Responsibilities section. We are independent of ABC AB (publ) in
accordance with professional ethics for accountants in Sweden and have otherwise
fulfilled our ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.
Responsibilities of the Board of Directors and the Managing Director
The Board of Directors is responsible for the proposal for appropriations of the
company’s profit or loss.
The Board of Directors is responsible for the company’s administration of the
company’s affairs.
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Auditor’s responsibility
Our objective concerning the audit of the administration, and thereby our opinion
about discharge from liability, is to obtain audit evidence to assess with a reasonable
degree of assurance whether any member of the Board of Directors or the Managing
Director in any material respect:



has undertaken any action or been guilty of any omission which can give rise
to liability to the company, or
in any other way has acted in contravention of the Companies Act, the
Annual Accounts Act or the Articles of Association.

Our objective concerning the audit of the proposed appropriations of the company’s
profit or loss, and thereby our opinion about this, is to assess with reasonable degree
of assurance whether the proposal is in accordance with the Companies Act.
We examine and test decisions undertaken, actions taken and other circumstances
that are relevant to our opinion concerning discharge from liability. As a basis for
our opinion on the Board of Directors’ proposed appropriations of the company’s
profit or loss we examined the Board of Directors’ reasoned statement and a
selection of supporting evidence in order to be able to assess whether the proposal
is in accordance with the Companies Act.

Audit firm AB, Kungsbron 2, Stockholm, was appointed auditor of ABC AB (publ),
with Anders Andersson chiefly responsible for the audit, by the general meeting of
shareholders on 16 May 2010 and has been the company’s auditor since 25 May
1995.

Stockholm, 1 April 2016
Audit firm AB

Anders Andersson
Authorised Public Accountant
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AR2h (C2, W3, F2) in Swedish
REVISIONSBERÄTTELSE
Till bolagsstämman i ABC AB (publ), org.nr 556556-5565
Rapport om årsredovisningen
Uttalanden
Vi har utfört en revision av årsredovisningen för ABC AB (publ) för år 2015.
Enligt vår uppfattning har årsredovisningen upprättats i enlighet med
årsredovisningslagen och ger en i alla väsentliga avseenden rättvisande bild av ABC
ABs (publ) finansiella ställning per den 31 december 2015 och av dess finansiella
resultat och kassaflöde för året enligt årsredovisningslagen. Förvaltningsberättelsen
är förenlig med årsredovisningens övriga delar.
Vi tillstyrker därför att bolagsstämman fastställer resultaträkningen och
balansräkningen.
Våra uttalanden i denna rapport om årsredovisningen är förenliga med innehållet i
den kompletterande rapport som har överlämnats till bolagets revisionsutskott i
enlighet med revisorsförordningens (537/2014) artikel 11.
Grund för uttalanden
Vi har utfört revisionen enligt International Standards on Auditing (ISA) och god
revisionssed i Sverige. Vårt ansvar enligt dessa standarder beskrivs närmare i
avsnittet Revisorns ansvar. Vi är oberoende i förhållande till ABC AB (publ) enligt
god revisorssed i Sverige och har i övrigt fullgjort vårt yrkesetiska ansvar enligt dessa
krav. Detta innefattar att, baserat på vår bästa kunskap och övertygelse, inga
förbjudna tjänster som avses i revisorsförordningens (537/2014) artikel 5.1 har
tillhandahållits.
Vi anser att de revisionsbevis vi har inhämtat är tillräckliga och ändamålsenliga som
grund för våra uttalanden.
Särskilt betydelsefulla områden
Särskilt betydelsefulla områden för revisionen är de områden som enligt vår
professionella bedömning var de mest betydelsefulla för revisionen av
årsredovisningen för den aktuella perioden. Dessa områden behandlades inom
ramen för revisionen av, och i vårt ställningstagande till, årsredovisningen som
helhet, men vi gör inga separata uttalanden om dessa områden.
Immateriella anläggningstillgångar
I vår revision av ABC AB (publ) år 2015 har nedskrivningsprövningen av
immateriella anläggningstillgångar identifierats som ett särskild betydelsefullt
område.
Nedskrivningsprövningen av immateriella anläggningstillgångar har bedömts som
ett särskild betydande område eftersom svåra, komplexa och subjektiva
bedömningar med ett flertal parametrar, som exempelvis framtida kassaflöden och
diskonteringsränta, ligger till grund för bolagets värdering av dessa tillgångar.
Verkligt utfall kan med andra bedömningar avvika från gjorda värderingar och kan
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då ha en väsentlig påverkan på årsredovisningen och därmed på de ekonomiska
beslut som användare fattar med grund i årsredovisningen. För en närmare
beskrivning av bolagets hantering av nedskrivningsprövningen se not 2 och 16 i
bolagets årsredovisning.
I vår revision av nedskrivningsprövningen av bolagets immateriella
anläggningstillgångar har vi bland annat granskat träffsäkerheten i tidigare
prognoser för de immateriella anläggningstillgångarnas värde för att validera
bolagets egna modeller för beräkningen av nedskrivningsbehovet. Vi har även
kontrollberäknat bolagets modeller samt inhämtat revisionsbevis för att säkerställa
riktigheten eller sannolikheten av väsentliga parametrar som ingår i bedömningen.
Våra granskningsåtgärder för att hantera risken för väsentliga felaktigheter i
samband med värderingen av nedskrivningsprövningen av immateriella
anläggningstillgångar inkluderade även bedömningar genomförda av experter inom
området som med egna modeller beräknade värderingen av de immateriella
anläggningstillgångarna.
Varulager
Ett ytterligare särskild betydelsefullt område som vi identifierat i vår revision av
ABC AB (publ) år 2015 är nedskrivningsprövningen av varulagret.
Nedskrivningsprövningen av varulagret har bedömts som ett särskild betydande
område eftersom värderingen av varulagret baseras på subjektiva bedömningar som
till exempel värdet av framtida försäljningspriser. Verkligt utfall kan med andra
bedömningar avvika från gjorda värderingar och kan då ha en väsentlig påverkan
på årsredovisningen och därmed på de ekonomiska beslut som användare fattar
med grund i årsredovisningen. För en närmare beskrivning av bolagets värdering av
varulagret se not 2 och 21 i bolagets årsredovisning.
I vår revision av nedskrivningsprövningen av bolagets varulager har vi bland annat
granskat träffsäkerheten i tidigare prognoser för varulagrets värde för att validera
bolagets egna modeller för beräkningen av nedskrivningsbehovet. Vi har även
kontrollberäknat bolagets modeller samt inhämtat revisionsbevis för att säkerställa
riktigheten eller sannolikheten av väsentliga parametrar som ingår i bedömningen.
Nettoomsättning
Ett tredje område som vi i vår revision av ABC AB (publ) år 2015 har identifierat
som särskilt betydelsefullt är bolagets nettoomsättning.
Nettoomsättningen har bedömts som ett särskilt betydande område eftersom
felaktigheter som exempelvis felperiodisering av intäkter kan ha en väsentlig
påverkan på årsredovisningen och därmed på de ekonomiska beslut som användare
fattar med grund i årsredovisningen. Vidare har nettoomsättningen stor betydelse
för bolagets börsvärde. För en närmare beskrivning av bolagets försäljningsintäkter
se not 3 i bolagets årsredovisning.
Våra granskningsåtgärder för att hantera risken för väsentliga felaktigheter gällande
nettoomsättningen har, förutom granskningen av bolagets egna kontroller,
fokuserats på periodiseringskontroller kring balansdagen där källdokument som
exempelvis fakturor, fraktsedlar och plocklistor detaljgranskats. Vi har även utfört
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dataanalyser av omsättningskonton och granskat manuella bokningar i syfte att
minska risken för väsentliga felaktigheter.
Styrelsens och verkställande direktörens ansvar
Det är styrelsen och verkställande direktören som har ansvaret för att
årsredovisningen upprättas och att den ger en rättvisande bild enligt
årsredovisningslagen. Styrelsen och verkställande direktören ansvarar även för den
interna kontroll som de bedömer är nödvändig för att upprätta en årsredovisning
som inte innehåller några väsentliga felaktigheter, vare sig dessa beror på
oegentligheter eller på fel.
Vid upprättandet av årsredovisningen ansvarar styrelsen och verkställande
direktören för bedömningen av bolagets förmåga att fortsätta verksamheten. De
upplyser, när så är tillämpligt, om förhållanden som kan påverka förmågan att
fortsätta verksamheten och att använda antagandet om fortsatt drift. Antagandet
om fortsatt drift tillämpas dock inte om styrelsen och verkställande direktören avser
att likvidera bolaget, upphöra med verksamheten eller inte har något realistiskt
alternativ till att göra något av detta.
Styrelsens revisionsutskott ska, utan att det påverkar styrelsens ansvar och
uppgifter i övrigt, bland annat övervaka bolagets finansiella rapportering.
Revisorns ansvar
Våra mål är att uppnå en rimlig grad av säkerhet om huruvida årsredovisningen som
helhet innehåller några väsentliga felaktigheter, vare sig dessa beror på
oegentligheter eller på fel, och att lämna en revisionsberättelse som innehåller våra
uttalanden. Rimlig säkerhet är en hög grad av säkerhet, men är ingen garanti för att
en revision som utförs enligt ISA och god revisionssed i Sverige alltid kommer att
upptäcka en väsentlig felaktighet om en sådan finns. Felaktigheter kan uppstå på
grund av oegentligheter eller fel och anses vara väsentliga om de enskilt eller
tillsammans rimligen kan förväntas påverka de ekonomiska beslut som användare
fattar med grund i årsredovisningen.
Som del av en revision enligt ISA använder vi professionellt omdöme och har en
professionellt skeptisk inställning under hela revisionen. Dessutom:
•

identifierar och bedömer vi riskerna för väsentliga felaktigheter i
årsredovisningen, vare sig dessa beror på oegentligheter eller på fel, utformar och
utför granskningsåtgärder bland annat utifrån dessa risker och inhämtar
revisionsbevis som är tillräckliga och ändamålsenliga för att utgöra en grund för
våra uttalanden. Risken för att inte upptäcka en väsentlig felaktighet till följd av
oegentligheter är högre än för en väsentlig felaktighet som beror på fel, eftersom
oegentligheter kan innefatta agerande i maskopi, förfalskning, avsiktliga
utelämnanden, felaktig information eller åsidosättande av intern kontroll.

•

skaffar vi oss en förståelse av den del av bolagets interna kontroll som har
betydelse för vår revision för att utforma granskningsåtgärder som är lämpliga
med hänsyn till omständigheterna, men inte för att uttala oss om effektiviteten i
den interna kontrollen.
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•

utvärderar vi lämpligheten i de redovisningsprinciper som används och
rimligheten i styrelsens och verkställande direktörens uppskattningar i
redovisningen och tillhörande upplysningar.

•

drar vi en slutsats om lämpligheten i att styrelsen och verkställande direktören
använder antagandet om fortsatt drift vid upprättandet av årsredovisningen. Vi
drar också en slutsats, med grund i de inhämtade revisionsbevisen, om huruvida
det finns någon väsentlig osäkerhetsfaktor som avser sådana händelser eller
förhållanden som kan leda till betydande tvivel om bolagets förmåga att fortsätta
verksamheten. Om vi drar slutsatsen att det finns en väsentlig osäkerhetsfaktor,
måste vi i revisionsberättelsen fästa uppmärksamheten på upplysningarna i
årsredovisningen om den väsentliga osäkerhetsfaktorn eller, om sådana
upplysningar är otillräckliga, modifiera uttalandet om årsredovisningen. Våra
slutsatser baseras på de revisionsbevis som inhämtas fram till datumet för
revisionsberättelsen. Dock kan framtida händelser eller förhållanden göra att ett
bolag inte längre kan fortsätta verksamheten.

•

utvärderar vi den övergripande presentationen, strukturen och innehållet i
årsredovisningen, däribland upplysningarna, och om årsredovisningen återger
de underliggande transaktionerna och händelserna på ett sätt som ger en
rättvisande bild.

Vi måste informera styrelsen om bland annat revisionens planerade omfattning och
inriktning samt tidpunkten för den. Vi måste också informera om betydelsefulla
iakttagelser under revisionen, däribland de betydande brister i den interna
kontrollen som vi identifierat.
Vi måste också förse styrelsen med ett uttalande om att vi har följt relevanta
yrkesetiska krav avseende oberoende, och ta upp alla relationer och andra
förhållanden som rimligen kan påverka vårt oberoende, samt i tillämpliga fall
tillhörande motåtgärder.
Av de områden som kommuniceras med styrelsen fastställer vi vilka av dessa
områden som varit de mest betydelsefulla för revisionen av årsredovisningen,
inklusive de viktigaste bedömda riskerna för väsentliga felaktigheter, och som därför
utgör de för revisionen särskilt betydelsefulla områdena. Vi beskriver dessa
områden i revisionsberättelsen såvida inte lagar eller andra författningar förhindrar
upplysning om frågan eller när, i ytterst sällsynta fall, vi bedömer att en fråga inte
ska kommuniceras i revisionsberättelsen på grund av att de negativa
konsekvenserna av att göra det rimligen skulle väntas vara större än allmänintresset
av denna kommunikation.

Rapport om andra krav enligt lagar och andra författningar
Uttalanden
Utöver vår revision av årsredovisningen har vi även utfört en revision av styrelsens
och verkställande direktörens förvaltning för ABC AB (publ) för år 2015 samt av
förslaget till dispositioner beträffande bolagets vinst eller förlust.
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Vi tillstyrker att bolagsstämman disponerar vinsten enligt förslaget i
förvaltningsberättelsen och beviljar styrelsens ledamöter och verkställande
direktören ansvarsfrihet för räkenskapsåret.
Grund för uttalanden
Vi har utfört revisionen enligt god revisionssed i Sverige. Vårt ansvar enligt denna
beskrivs närmare i avsnittet Revisorns ansvar. Vi är oberoende i förhållande till
ABC AB (publ) enligt god revisorssed i Sverige och har i övrigt fullgjort vårt
yrkesetiska ansvar enligt dessa krav.
Vi anser att de revisionsbevis vi har inhämtat är tillräckliga och ändamålsenliga som
grund för våra uttalanden.
Styrelsens och verkställande direktörens ansvar
Det är styrelsen som har ansvaret för förslaget till dispositioner beträffande bolagets
vinst eller förlust. Vid förslag till utdelning innefattar detta bland annat en
bedömning av om utdelningen är försvarlig med hänsyn till de krav som bolagets
verksamhetsart, omfattning och risker ställer på storleken av bolagets egna kapital,
likviditet och ställning i övrigt.
Styrelsen ansvarar för bolagets organisation och förvaltningen av bolagets
angelägenheter. Detta innefattar bland annat att fortlöpande bedöma bolagets
ekonomiska situation, och att tillse att bolagets organisation är utformad så att
bokföringen, medelsförvaltningen och bolagets ekonomiska angelägenheter i övrigt
kontrolleras på ett betryggande sätt. Den verkställande direktören ska sköta den
löpande förvaltningen enligt styrelsens riktlinjer och anvisningar och bland annat
vidta de åtgärder som är nödvändiga för att bolagets bokföring ska fullgöras i
överensstämmelse med lag och för att medelsförvaltningen ska skötas på ett
betryggande sätt.
Revisorns ansvar
Vårt mål beträffande revisionen av förvaltningen, och därmed vårt uttalande om
ansvarsfrihet, är att skaffa revisionsbevis för att med en rimlig grad av säkerhet
kunna bedöma om någon styrelseledamot eller verkställande direktören i något
väsentligt avseende:


företagit någon åtgärd eller gjort sig skyldig till någon försummelse som kan
föranleda ersättningsskyldighet mot bolaget



på något annat sätt handlat i strid
årsredovisningslagen eller bolagsordningen.

med

aktiebolagslagen,

Vårt mål beträffande revisionen av förslaget till dispositioner av bolagets vinst eller
förlust, och därmed vårt uttalande om detta, är att med rimlig grad av säkerhet
bedöma om förslaget är förenligt med aktiebolagslagen.
Rimlig säkerhet är en hög grad av säkerhet, men ingen garanti för att en revision
som utförs enligt god revisionssed i Sverige alltid kommer att upptäcka åtgärder
eller försummelser som kan föranleda ersättningsskyldighet mot bolaget, eller att
ett förslag till dispositioner av bolagets vinst eller förlust inte är förenligt med
aktiebolagslagen.
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Som en del av en revision enligt god revisionssed i Sverige använder vi professionellt
omdöme och har en professionellt skeptisk inställning under hela revisionen.
Granskningen av förvaltningen och förslaget till dispositioner av bolagets vinst eller
förlust grundar sig främst på revisionen av räkenskaperna. Vilka tillkommande
granskningsåtgärder som utförs baseras på vår professionella bedömning med
utgångspunkt i risk och väsentlighet. Det innebär att vi fokuserar granskningen på
sådana åtgärder, områden och förhållanden som är väsentliga för verksamheten och
där avsteg och överträdelser skulle ha särskild betydelse för bolagets situation. Vi
går igenom och prövar fattade beslut, beslutsunderlag, vidtagna åtgärder och andra
förhållanden som är relevanta för vårt uttalande om ansvarsfrihet. Som underlag för
vårt uttalande om styrelsens förslag till dispositioner beträffande bolagets vinst eller
förlust har vi granskat styrelsens motiverade yttrande samt ett urval av underlagen
för detta för att kunna bedöma om förslaget är förenligt med aktiebolagslagen.

Revisionsbolaget AB, Kungsbron 2, Stockholm, utsågs till ABC ABs (publ) revisor
med Anders Andersson som huvudansvarig revisor av bolagsstämman den 16 maj
2010. Revisionsbolaget AB har varit bolagets revisor sedan den 25 maj 1995.

Stockholm, den 1 april 2016
Revisionsbolaget AB

Anders Andersson
Auktoriserad revisor
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AR2h (C2, W3, F2) in English
AUDITOR’S REPORT
To the general meeting of the shareholders of ABC AB (publ), corporate identity
number 556556-5565
Report on the annual accounts
Opinions
We have audited the annual accounts of ABC AB (publ) for the year 2015.
In our opinion, the annual accounts have been prepared in accordance with the
Annual Accounts Act and present fairly, in all material respects, the financial
position of ABC AB (publ) as of December 31, 2015 and its financial performance for
the year then ended in accordance with the Annual Accounts Act. The statutory
administration report is consistent with the other parts of the annual accounts.
We therefore recommend that the general meeting of shareholders adopt the
income statement and balance sheet.
Our opinion in this report on the annual accounts and consolidated accounts are
consistent with the content of the additional report that has been submitted to the
company’s audit committee in accordance with the Audit Regulations (537/2014)
Article 11.
Basis for Opinions
We conducted our audit in accordance with International Standards on Auditing
(ISA) and generally accepted auditing standards in Sweden. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities
section. We are independent of ABC AB (publ) in accordance with professional
ethics for accountants in Sweden and have otherwise fulfilled our ethical
responsibilities in accordance with these requirements. This includes that, based on
the best of our knowledge and belief, no prohibited services referred to in the Audit
Regulation (537/2014) Article 5.1 have been provided.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinions.
Key Audit Matters
Key audit matters of the audit are those matters that, in our professional judgment,
were of most significance in our audit of the annual accounts of the current period.
These matters were addressed in the context of our audit of the annual accounts as
a whole, and in forming our opinion thereon, but we do not provide separate
opinions on these matters.
Intangible assets
In our audit of ABC AB (publ) for the year 2015, the impairment test of intangible
assets has been identified as a key audit matter.
The impairment test of tangible assets has been assessed as a key audit matter,
because difficult, complex and subjective judgements with several parameters such
as future cash flows and a discount rate constitute the basis for the company’s
valuation of these assets. Actual results may differ from these valuations if different
assessments are made. These actual results may have a significant impact on the
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annual accounts and thus on the economic decisions made by financial statement
users. For a detailed description of the company’s way of treating the impairment
test, see note 2 and 16 of the company’s annual report.
In our audit of the impairment test of the company’s intangible assets we have,
among other things, reviewed the accuracy of past forecasts of intangible assets in
order to validate the company’s own models for the calculation of the impairment.
We also recalculated the company’s models and obtained audit evidence to confirm
the accuracy or likely accuracy of significant parameters included in the assessment.
Our audit procedures to address the risk of material misstatements concerning the
valuation of the impairment test of intangible assets also include assessments made
by experts in the field who calculated the valuation of intangible assets using their
own models.
Inventories
A further key audit matter we identified in our audit of ABC AB (publ) for the year
2015 is the impairment test of inventories.
The impairment test of inventories has been considered a key audit matter because
the valuation of inventories is based on subjective assessments such as the value of
future sales prices. Actual results may differ from these valuations if different
assessments are made. These actual results may have a significant impact on the
annual accounts and thus on the economic decisions made by financial statement
users. For a detailed description of the company’s way of treating the impairment
test, see note 2 and 21 of the company’s annual report.
In our audit of the impairment test of the company’s inventories we have, among
other things, reviewed the accuracy of earlier forecasts of inventories in order to
validate the company’s own models for the calculation of the impairment. We also
recalculated the company’s models and obtained audit evidence to confirm the
accuracy or likely accuracy of significant parameters included in the assessment.
Net sales
A third key audit matter we identified in our audit of ABC AB (publ) for the year
2015 is the company’s net sales.
Net sales have been assessed as a key audit matter because errors such as incorrect
accruals may have a significant impact on the annual accounts and thus on the
economic decisions made by financial statement users. Furthermore, net sales are
of great importance for the company’s market capitalization. For a detailed
description of the company’s net sales, see note 3 of the company’s annual report.
Our audit procedures to address the risk of material misstatements regarding net
sales, in addition to our audit of the company’s own controls, were focused on the
distribution of revenue around the balance sheet date and included detailed
examinations of documents such as invoices, delivery notes and pick lists. We also
conducted data analyses of sales accounts and audited manual bookings in order to
reduce the risk of material misstatements.
Responsibilities of the Board of Directors and the Managing Director
The Board of Directors and the Managing Director are responsible for the
preparation of the annual accounts and that they give a fair presentation in
accordance with the Annual Accounts Act. The Board of Directors and the Managing
422

Director are also responsible for such internal control as they determine is necessary
to enable the preparation of annual accounts that are free from material
misstatement, whether due to fraud or error.
In preparing the annual accounts, the Board of Directors and the Managing Director
are responsible for the assessment of the company’s ability to continue as a going
concern. They disclose, as applicable, matters related to going concern and using the
going concern basis of accounting. The going concern basis of accounting is however
not applied if the Board of Directors and the Managing Director intends to liquidate
the company, to cease operations, or has no realistic alternative but to do so.
The Audit Committee shall, without prejudice to the Board of Director’s
responsibilities and tasks in general, among other things oversee the company’s
financial reporting process.
Auditor’s responsibility
Our objectives are to obtain reasonable assurance about whether the annual
accounts as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinions. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISAs and generally accepted auditing standards in Sweden will
always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on
the basis of these annual accounts.
As part of an audit in accordance with ISAs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:


Identify and assess the risks of material misstatement of the annual
accounts, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinions. The risk of not
detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.



Obtain an understanding of the company’s internal control relevant to our
audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the company’s internal control.



Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by the
Board of Directors and the Managing Director.



Conclude on the appropriateness of the Board of Directors’ and the
Managing Director’s use of the going concern basis of accounting in
preparing the annual accounts. We also draw a conclusion, based on the
audit evidence obtained, as to whether any material uncertainty exists
related to events or conditions that may cast significant doubt on the
company’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the annual accounts or, if such
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disclosures are inadequate, to modify our opinion about the annual
accounts. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may
cause a company to cease to continue as a going concern.


Evaluate the overall presentation, structure and content of the annual
accounts, including the disclosures, and whether the annual accounts
represent the underlying transactions and events in a manner that achieves
fair presentation.

We must inform the Board of Directors of, among other matters, the planned scope
and timing of the audit. We must also inform of significant audit findings during our
audit, including any significant deficiencies in internal control that we identified.
We must also provide the Board of Directors with a statement that we have complied
with relevant ethical requirements regarding independence, and to communicate
with them all relationships and other matters that may reasonably be thought to
bear on our independence, and where applicable, related safeguards.
From the matters communicated with the Board of Directors, we determine those
matters that were of most significance in the audit of the annual accounts, including
the most important assessed risks for material misstatement, and are therefore the
key audit matter. We describe these matters in the auditor’s report unless law or
regulation precludes disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in the
auditor’s report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

Report on other legal and regulatory requirements
Opinions
In addition to our audit of the annual accounts, we have also audited the
administration of the Board of Directors and the Managing Director of ABC AB
(publ) for the year 2015 and the proposed appropriations of the company’s profit or
loss.
We recommend to the general meeting of shareholders that the profit be
appropriated in accordance with the proposal in the statutory administration report
and that the members of the Board of Directors and the Managing Director be
discharged from liability for the financial year.
Basis for Opinions
We conducted the audit in accordance with generally accepted auditing standards
in Sweden. Our responsibilities under those standards are further described in the
Auditor’s Responsibilities section. We are independent of ABC AB (publ) in
accordance with professional ethics for accountants in Sweden and have otherwise
fulfilled our ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.
Responsibilities of the Board of Directors and the Managing Director
The Board of Directors is responsible for the proposal for appropriations of the
company’s profit or loss. At the proposal of a dividend, this includes an assessment
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of whether the dividend is justifiable considering the requirements which the
company's type of operations, size and risks place on the size of the company's
equity, consolidation requirements, liquidity and position in general.
The Board of Directors is responsible for the company’s organization and
administration of the company’s affairs. This includes among other things
continuous assessment of the company’s financial situation and ensuring that the
company's organization is designed so that the accounting, management of assets
and the company’s financial affairs otherwise are controlled in a reassuring manner.
The Managing Director shall manage the ongoing administration according to the
Board of Directors’ guidelines and instructions and among other matters take
measures that are necessary to fulfill the company’s accounting in accordance with
law and handle the management of assets in a reassuring manner.
Auditor’s responsibility
Our objective concerning the audit of the administration, and thereby our opinion
about discharge from liability, is to obtain audit evidence to assess with a reasonable
degree of assurance whether any member of the Board of Directors or the Managing
Director in any material respect:



has undertaken any action or been guilty of any omission which can give rise
to liability to the company, or
in any other way has acted in contravention of the Companies Act, the
Annual Accounts Act or the Articles of Association.

Our objective concerning the audit of the proposed appropriations of the company’s
profit or loss, and thereby our opinion about this, is to assess with reasonable degree
of assurance whether the proposal is in accordance with the Companies Act.
Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with generally accepted auditing standards in
Sweden will always detect actions or omissions that can give rise to liability to the
company, or that the proposed appropriations of the company’s profit or loss are
not in accordance with the Companies Act.
As part of an audit in accordance with generally accepted auditing standards in
Sweden, we exercise professional judgment and maintain professional skepticism
throughout the audit. The examination of the administration and the proposed
appropriations of the company’s profit or loss is based primarily on the audit of the
accounts. Additional audit procedures performed are based on our professional
judgment with starting point in risk and materiality. This means that we focus the
examination on such actions, areas and relationships that are material for the
operations and where deviations and violations would have particular importance
for the company’s situation. We examine and test decisions undertaken, support for
decisions, actions taken and other circumstances that are relevant to our opinion
concerning discharge from liability. As a basis for our opinion on the Board of
Directors’ proposed appropriations of the company’s profit or loss we examined the
Board of Directors’ reasoned statement and a selection of supporting evidence in
order to be able to assess whether the proposal is in accordance with the Companies
Act.
Audit firm AB, Kungsbron 2, Stockholm, was appointed auditor of ABC AB (publ),
with Anders Andersson chiefly responsible for the audit, by the general meeting of
shareholders on 16 May 2010 and has been the company’s auditor since 25 May
1995.
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Stockholm, 1 April 2016
Audit firm AB

Anders Andersson
Authorised Public Accountant
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AR3
AR3e (C3, W0, F2) in Swedish
REVISIONSBERÄTTELSE
Till bolagsstämman i ABC AB (publ), org.nr 556556-5565
Rapport om årsredovisningen
Uttalanden
Vi har utfört en revision av årsredovisningen för ABC AB (publ) för år 2015 enligt
International Standards on Auditing (ISA) och god revisionssed i Sverige.
Enligt vår uppfattning har årsredovisningen upprättats i enlighet med
årsredovisningslagen och ger en i alla väsentliga avseenden rättvisande bild av ABC
ABs (publ) finansiella ställning per den 31 december 2015 och av dess finansiella
resultat och kassaflöde för året enligt årsredovisningslagen. Förvaltningsberättelsen
är förenlig med årsredovisningens övriga delar.
>

Vi tillstyrker därför att bolagsstämman fastställer resultaträkningen och
balansräkningen.

Grund för uttalanden
Väsentlighet
I vår revision av ABC AB (publ) år 2015 har vi utgått ifrån följande väsentlighetmått.
Väsentlighetsnivån för årsredovisningen som helhet, dvs. acceptabla fel för hela
årsredovisningen, har uppgått till 10,5 miljoner kronor (föregående år 9,5 miljoner
kronor) och arbetsväsentligheten, dvs. den acceptabla nivån för enskilda fel, till 525
tusen kronor (föregående år 475 tusen kronor).
Omständigheter kring vissa felaktigheter kan göra att vi betraktar dem som
väsentliga även om de ligger under gränsen för arbetsväsentlighet.
Fastställandet av väsentlighetsmåtten baseras på vår professionella bedömning där
vi bland annat tagit hänsyn till bolagets lönsamhet, mognad och riskprofil. I
fastställandet av väsentlighetsnivån för årsredovisningen som helhet har vi utgått
ifrån 0,5 procent av ABC ABs (publ) omsättning år 2015, vilket motsvarar ett
referensmått för börsnoterade bolag. I fastställandet av väsentlighetsnivån för
arbetsväsentligheten har vi utgått ifrån 5 procent av väsentlighetsnivån för
årsredovisningen som helhet.
Under vår revision har vi inte funnit anledning att ändra ovannämnda
väsentlighetsmått.
Riskbedömning
I vår revision av ABC AB (publ) år 2015 har vi gjort en bedömning av vilka konton
som bör klassas som väsentliga och hur stor risken för väsentliga felaktigheter är för
dessa konton. Våra granskningsåtgärder har anpassats utifrån dessa bedömningar.
Klassificeringen framgår av nedanstående tabell.
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Konto
Tillgångar
Immateriella tillgångar
Materiella tillgångar
Varulager

Riskbedömning
Särskild betydelsefull
Minimal
 Låg avseende
rutindata




Kundfordringar

Särskild betydelsefull
avseende värdering
av inkurans
Låg avseende
rutindata



Hög avseende
värdering av osäkra
kundfordringar
Minimal

Förutbetalda kostnader och
upplupna intäkter
Likvida medel
Skulder
Leverantörsskulder
Upplupna kostnader och
förbetalda intäkter
Resultaträkningen
Nettoomsättning
Handelsvaror

Minimal
Låg
Låg

Särskild betydelsefull
 Låg avseende
rutindata


Övriga externa kostnader
Personalkostnader
Avskrivning och nedskrivning
av materiella och immateriella
anläggningstillgångar

Särskild betydelsefull
avseende värdering
av inkurans
Minimal
Minimal
 Minimal avseende
avskrivning och
nedskrivning av
materiella
anläggningstillgångar


Särskild betydelsefull
avseende
nedskrivning av
immateriella
anläggningstillgångar

Vår riskbedömning för ABC AB (publ) år 2015 har inte förändrats jämfört med
föregående år. Under vår revision av ABC AB (publ) år 2015 har vi ej funnit
anledning att ändra riskbedömningen enligt ovan.
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Bolagets interna kontroll
I vår revision av ABC AB (publ) år 2015 har vi bedömt bolagets interna kontroller.
Utifrån denna bedömning har vi valt att förlita oss på bolagets interna kontroller i
vår revision och utfört en kontrollbaserad granskning.

Särskilt betydelsefulla områden
Immateriella anläggningstillgångar
I vår revision av ABC AB (publ) år 2015 har nedskrivningsprövningen av
immateriella anläggningstillgångar identifierats som ett särskild betydelsefullt
område.
Nedskrivningsprövningen av immateriella anläggningstillgångar har bedömts som
ett särskild betydande område eftersom svåra, komplexa och subjektiva
bedömningar med ett flertal parametrar, som exempelvis framtida kassaflöden och
diskonteringsränta, ligger till grund för bolagets värdering av dessa tillgångar.
Verkligt utfall kan med andra bedömningar avvika från gjorda värderingar och kan
då ha en väsentlig påverkan på årsredovisningen och därmed på de ekonomiska
beslut som användare fattar med grund i årsredovisningen. För en närmare
beskrivning av bolagets hantering av nedskrivningsprövningen se not 2 och 16 i
bolagets årsredovisning.
I vår revision av nedskrivningsprövningen av bolagets immateriella
anläggningstillgångar har vi bland annat granskat träffsäkerheten i tidigare
prognoser för de immateriella anläggningstillgångarnas värde för att validera
bolagets egna modeller för beräkningen av nedskrivningsbehovet. Vi har även
kontrollberäknat bolagets modeller samt inhämtat revisionsbevis för att säkerställa
riktigheten eller sannolikheten av väsentliga parametrar som ingår i bedömningen.
Våra granskningsåtgärder för att hantera risken för väsentliga felaktigheter i
samband med värderingen av nedskrivningsprövningen av immateriella
anläggningstillgångar inkluderade även bedömningar genomförda av experter inom
området som med egna modeller beräknade värderingen av de immateriella
anläggningstillgångarna.
Varulager
Ett ytterligare särskild betydelsefullt område som vi identifierat i vår revision av
ABC AB (publ) år 2015 är nedskrivningsprövningen av varulagret.
Nedskrivningsprövningen av varulagret har bedömts som ett särskild betydande
område eftersom värderingen av varulagret baseras på subjektiva bedömningar som
till exempel värdet av framtida försäljningspriser. Verkligt utfall kan med andra
bedömningar avvika från gjorda värderingar och kan då ha en väsentlig påverkan
på årsredovisningen och därmed på de ekonomiska beslut som användare fattar
med grund i årsredovisningen. För en närmare beskrivning av bolagets värdering av
varulagret se not 2 och 21 i bolagets årsredovisning.
I vår revision av nedskrivningsprövningen av bolagets varulager har vi bland annat
granskat träffsäkerheten i tidigare prognoser för varulagrets värde för att validera
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bolagets egna modeller för beräkningen av nedskrivningsbehovet. Vi har även
kontrollberäknat bolagets modeller samt inhämtat revisionsbevis för att säkerställa
riktigheten eller sannolikheten av väsentliga parametrar som ingår i bedömningen.
Nettoomsättning
Ett tredje område som vi i vår revision av ABC AB (publ) år 2015 har identifierat
som särskilt betydelsefullt är bolagets nettoomsättning.
Nettoomsättningen har bedömts som ett särskilt betydande område eftersom
felaktigheter som exempelvis felperiodisering av intäkter kan ha en väsentlig
påverkan på årsredovisningen och därmed på de ekonomiska beslut som användare
fattar med grund i årsredovisningen. Vidare har nettoomsättningen stor betydelse
för bolagets börsvärde. För en närmare beskrivning av bolagets försäljningsintäkter
se not 3 i bolagets årsredovisning.
Våra granskningsåtgärder för att hantera risken för väsentliga felaktigheter gällande
nettoomsättningen har, förutom granskningen av bolagets egna kontroller,
fokuserats på periodiseringskontroller kring balansdagen där källdokument som
exempelvis fakturor, fraktsedlar och plocklistor detaljgranskats. Vi har även utfört
dataanalyser av omsättningskonton och granskat manuella bokningar i syfte att
minska risken för väsentliga felaktigheter.
Revisionsteamet
Undertecknad revisors erfarenheter
Undertecknad revisor auktoriserades år 1995 och har varit huvudansvarig revisor i
börsnoterade bolag sedan år 2008.
Sammansättningen av revisionsteamet
Revisionsteamet för revisionen av ABC AB (publ) år 2015 utgjordes av assistenter,
seniors, managers och partners. Fördelningen av revisionsteamet framgår av
tabellen nedan.
Titel

Antal
revisorer

Assistenter
Seniors

4
2

Managers

1

Partners

2

Specialister
I revisionen av ABC AB (publ) år 2015 var specialister inom följande områden
involverade:
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Område

Antal
specialister

Redovisningsexperter
IT-experter

1
2

Skatteexperter

1

Revisorns oberoende
Vi är oberoende i förhållande till ABC AB (publ) enligt god revisorssed i Sverige och
har i övrigt fullgjort vårt yrkesetiska ansvar enligt dessa krav.
Betydelsen av revisionen beträffande revisionsintäkter
Intäkterna från revisionen av ABC AB (publ) år 2015 utgör 13 procent av
undertecknad revisors totala intäkter för revision samma år. Intäkterna från
revisionen av ABC AB (publ) år 2015 understiger fem procent av såväl den lokala
byråns som hela revisionsbyråns totala intäkter för revision samma år.
Icke-revisionstjänster
Icke-revisionstjänster utgör 11 procent av antal timmar för revisionen av ABC AB
(publ) år 2015. Intäkterna för icke-revisionstjänster utgör cirka 17 procent av
intäkterna för revisionen av ABC AB (publ) år 2015.
Revisionsrotation
Undertecknad revisor har varit huvudansvarig revisor för ABC AB (publ) sedan år
2010. Revisionen av ABC AB (publ) har utförts av revisorer inom Revisionsbolaget
AB sedan år 1995.

Rapport om andra krav enligt lagar och andra författningar
Uttalanden
Utöver vår revision av årsredovisningen har vi även utfört en revision av styrelsens
och verkställande direktörens förvaltning för ABC AB (publ) för år 2015 samt av
förslaget till dispositioner beträffande bolagets vinst eller förlust enligt god
revisionssed i Sverige.
>

Vi tillstyrker att bolagsstämman disponerar vinsten enligt förslaget i
förvaltningsberättelsen och beviljar styrelsens ledamöter och verkställande
direktören ansvarsfrihet för räkenskapsåret.

Grund för uttalanden
Vår revision av styrelsens och verkställande direktörens förvaltning av ABC AB
(publ) för år 2015 och förslaget till dispositioner av bolagets vinst eller förlust
grundar sig främst på revisionen av räkenskaperna. Vilka tillkommande
granskningsåtgärder som utförs baseras på vår professionella bedömning med
utgångspunkt i risk och väsentlighet.
För revisionen av styrelsens och verkställande direktörens förvaltning gäller i
synnerhet att omständigheter kring vissa felaktigheter kan göra att vi betraktar dem
som väsentliga även om de ligger under gränsen för arbetsväsentlighet.
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Särskild betydelsefulla områden
I vår revision av styrelsens och verkställande direktörens förvaltning för ABC AB
(publ) för år 2015 har vi inte identifierat några särskild betydelsefulla områden
utöver de som framgår av Rapporten om årsredovisningen ovan.
Revisionsteamet
Information om revisionsteamet framgår av Rapporten om årsredovisningen ovan.
Revisorns oberoende
Information om revisorns oberoende framgår av Rapporten om årsredovisningen
ovan.

Stockholm, den 1 april 2016
Revisionsbolaget AB

Anders Andersson
Auktoriserad revisor
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AR3e (C3, W0, F2) in English
AUDITOR’S REPORT
To the general meeting of shareholders of ABC AB (publ), corporate identity number
556556-5565.
Report on the annual accounts
Opinions
We have audited the annual accounts of ABC AB (publ) for the year 2015 in
accordance with International Standards on Auditing (ISA) and generally accepted
auditing standards in Sweden.
In our opinion, the annual accounts have been prepared in accordance with the
Annual Accounts Act and present fairly, in all material respects, the financial
position of ABC AB (publ) as of December 31, 2015 and its financial performance for
the year then ended in accordance with the Annual Accounts Act. The statutory
administration report is consistent with the other parts of the annual accounts.
>

We therefore recommend that the general meeting of shareholders adopt the
income statement and balance sheet.

Basis for Opinions
Materiality
In our audit of ABC AB (publ) for the year 2015, we have assumed the following
materiality levels. The materiality level for the annual accounts as a whole, i.e.
tolerable misstatements for the annual accounts as a whole, amount to SEK 10.5
million (previous year SEK 9.5 million) and performance materiality, i.e. tolerable
misstatements for individual errors, amount to SEK 525 thousand (previous year
SEK 475 thousand).
The circumstances related to some misstatements may cause us to evaluate them as
material even if they are below materiality.
The determination of materiality levels is a matter of our professional judgement
that includes taking into account the company’s profitability, maturity and risk
profile. In determining the materiality level for the annual accounts as a whole, we
have assumed 0.5 percent of ABC AB’s (publ) turnover in the year 2015, which
corresponds to a reference measure for listed companies. In determining the level
for performance materiality, we have assumed 5 percent of the materiality level for
the annual accounts as a whole.
During our audit, we had no reason to revise the above-disclosed materiality levels.
Risk assessment
In our audit of ABC AB (publ) for the year 2015, we have assessed the account
balances to be classified as material and the risk of material misstatements in these
account balances. Our audit procedures are in line with these assessments. The
classification is shown in the following table.

433

Account
Assets
Intangible assets
Tangible assets
Inventories

Risk assessment
Significant
Minimal
 Low concerning
routine data

Accounts receivable



Significant
concerning
obsolescence
valuation



Low concerning
routine data



Prepaid expenses and accrued
income
Cash and bank balances
Liabilities
Accounts payable
Accrued expenses and deferred
income
Income statement
Net sales
Goods for resale

High concerning
valuation of doubtful
receivables
Minimal
Minimal
Low
Low

Significant
 Low concerning
routine data


Other external costs
Employee benefit expenses
Depreciation/amortization and
impairment of tangible and
intangible assets

Significant
concerning
obsolescence
valuation
Minimal
Minimal
 Minimal concerning
depreciation and
impairment of
tangible assets


Significant
concerning
impairment of
intangible assets

Our risk assessment of ABC AB (publ) for the year 2015 has not changed compared
with the previous year. During our audit, we had no reason to revise the abovedisclosed risk assessment.
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The company’s internal control
In our audit of ABC AB (publ) for the year 2015, we have assessed the company’s
internal control. Based on this assessment, we chose to rely on the company’s
internal control and to conduct tests of control.
Key Audit Matters
Intangible assets
In our audit of ABC AB (publ) for the year 2015, the impairment test of intangible
assets has been identified as a key audit matter.
The impairment test of tangible assets has been assessed as a key audit matter,
because difficult, complex and subjective judgements with several parameters such
as future cash flows and a discount rate constitute the basis for the company’s
valuation of these assets. Actual results may differ from these valuations if different
assessments are made. These actual results may have a significant impact on the
annual accounts and thus on the economic decisions made by financial statement
users. For a detailed description of the company’s way of treating the impairment
test, see note 2 and 16 of the company’s annual report.
In our audit of the impairment test of the company’s intangible assets we have,
among other things, reviewed the accuracy of past forecasts of intangible assets in
order to validate the company’s own models for the calculation of the impairment.
We also recalculated the company’s models and obtained audit evidence to confirm
the accuracy or likely accuracy of significant parameters included in the assessment.
Our audit procedures to address the risk of material misstatements concerning the
valuation of the impairment test of intangible assets also include assessments made
by experts in the field who calculated the valuation of intangible assets using their
own models.
Inventories
A further key audit matter we identified in our audit of ABC AB (publ) for the year
2015 is the impairment test of inventories.
The impairment test of inventories has been considered a key audit matter because
the valuation of inventories is based on subjective assessments such as the value of
future sales prices. Actual results may differ from these valuations if different
assessments are made. These actual results may have a significant impact on the
annual accounts and thus on the economic decisions made by financial statement
users. For a detailed description of the company’s way of treating the impairment
test, see note 2 and 21 of the company’s annual report.
In our audit of the impairment test of the company’s inventories we have, among
other things, reviewed the accuracy of earlier forecasts of inventories in order to
validate the company’s own models for the calculation of the impairment. We also
recalculated the company’s models and obtained audit evidence to confirm the
accuracy or likely accuracy of significant parameters included in the assessment.
Net sales
A third key audit matter we identified in our audit of ABC AB (publ) for the year
2015 is the company’s net sales.
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Net sales have been assessed as a key audit matter because errors such as incorrect
accruals may have a significant impact on the annual accounts and thus on the
economic decisions made by financial statement users. Furthermore, net sales are
of great importance for the company’s market capitalization. For a detailed
description of the company’s net sales, see note 3 of the company’s annual report.
Our audit procedures to address the risk of material misstatements regarding net
sales, in addition to our audit of the company’s own controls, were focused on the
distribution of revenue around the balance sheet date and included detailed
examinations of documents such as invoices, delivery notes and pick lists. We also
conducted data analyses of sales accounts and audited manual bookings in order to
reduce the risk of material misstatements.
Audit team
The signing auditor’s experience
The signing auditor was authorised in the year 1995 and has been auditor in charge
for public limited companies since the year 2008.
The composition of the audit team
The team that conducted the audit of ABC AB (publ) for 2015 consisted of associates,
seniors, managers and partners. The composition of the audit team is shown in the
table below.
Title

No. of auditors

Associates 4
Seniors
2
Managers

1

Partners

2

Specialists
In the audit of ABC AB (publ) for the year 2015 specialists were involved in the
following fields:
Field of expertise

No. of specialists

Accounting specialist
IT specialists

1
2

Tax specialist

1

Auditor’s independence
We are independent of ABC AB (publ) in accordance with professional ethics for
accountants in Sweden and have otherwise fulfilled our ethical responsibilities in
accordance with these requirements.
Importance of the audit in terms of revenue
Revenue for the audit of ABC AB (publ) for the year 2015 amount to 13 percent of
the signing auditor’s total revenue for audit engagements that year. Revenue for the
audit of ABC AB (publ) for the year 2015 are less than five percent of both the
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revenue obtained by the local audit office and by the audit firm for audit
engagements that year.
Non-audit services
Non-audit services amount to 11 percent of the time spent on the audit of ABC AB
(publ) for the year 2015. Revenue for non-audit services amount to 17 percent of the
revenue for the audit of ABC AB (publ) for the year 2015.
Audit rotation
The signing auditor has been auditor in charge for ABC AB (publ) since the year
2010. The audit of ABC AB (publ) has been conducted by auditors of Audit firm AB
since the year 1995.
Report on other legal and regulatory requirements
Opinions
In addition to our audit of the annual accounts, we have also audited the
administration of the Board of Directors and the Managing Director of ABC AB
(publ) for the year 2015 and the proposed appropriations of the company’s profit or
loss in accordance with generally accepted auditing standards in Sweden.
>

We recommend to the general meeting of shareholders that the profit be
appropriated in accordance with the proposal in the statutory
administration report and that the members of the Board of Directors and
the Managing Director be discharged from liability for the financial year.

Basis for Opinions
Our audit of the administration of the Board of Directors and the Managing Director
of ABC AB (publ) for the year 2015 and the proposed appropriations of the
company’s profit or loss is based primarily on the audit of the accounts. Additional
audit procedures performed are based on our professional judgement with starting
point in risk and materiality.
The fact that circumstances related to some misstatements may cause us to evaluate
them as material even if they are below materiality applies in particular to the audit
of the Board of Directors’ and the Managing Director’s administration.
Key Audit Matters
In our audit of the administration of the Board of Directors and the Managing
Director of ABC AB (publ) for the year 2015 we have not identified further key audit
matters than those described in the Report on the annual accounts above.
Audit team
Information about the audit team is given in the Report on the annual accounts
above.
Auditor’s independence
Information about the auditor’s independence is given in the Report on the annual
accounts above.
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Stockholm, 1 April 2016
Audit firm AB

Anders Andersson
Authorised Public Accountant
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AR3g (C3, W2, F2) in Swedish (= constructed user-oriented
auditor’s report)
REVISIONSBERÄTTELSE
Till bolagsstämman i ABC AB (publ), org.nr 556556-5565
Rapport om årsredovisningen
Uttalanden
Vi har utfört en revision av årsredovisningen för ABC AB (publ) för år 2015 enligt
International Standards on Auditing (ISA) och god revisionssed i Sverige.
Enligt vår uppfattning har årsredovisningen upprättats i enlighet med
årsredovisningslagen och ger en i alla väsentliga avseenden rättvisande bild av ABC
ABs (publ) finansiella ställning per den 31 december 2015 och av dess finansiella
resultat och kassaflöde för året enligt årsredovisningslagen. Förvaltningsberättelsen
är förenlig med årsredovisningens övriga delar.
>

Vi tillstyrker därför att bolagsstämman fastställer resultaträkningen och
balansräkningen.

Grund för uttalanden
Väsentlighet
Väsentlighet är relevant när vi bedömer huruvida informationen om
sakförhållanden är fri från felaktigheter. Felaktigheter kan uppstå på grund av
oegentligheter eller fel och anses vara väsentliga om de enskilt eller tillsammans
rimligen kan förväntas påverka de ekonomiska beslut som användare fattar med
grund i årsredovisningen. Risken för att inte upptäcka en väsentlig felaktighet till
följd av oegentligheter är högre än för en väsentlig felaktighet som beror på fel,
eftersom oegentligheter kan innefatta agerande i maskopi, förfalskning, avsiktliga
utelämnanden, felaktig information eller åsidosättande av intern kontroll.
I vår revision av ABC AB (publ) år 2015 har vi utgått ifrån följande väsentlighetmått.
Väsentlighetsnivån för årsredovisningen som helhet, dvs. acceptabla fel för hela
årsredovisningen, har uppgått till 10,5 miljoner kronor (föregående år 9,5 miljoner
kronor) och arbetsväsentligheten, dvs. den acceptabla nivån för enskilda fel, till 525
tusen kronor (föregående år 475 tusen kronor).
Omständigheter kring vissa felaktigheter kan göra att vi betraktar dem som
väsentliga även om de ligger under gränsen för arbetsväsentlighet.
Fastställandet av väsentlighetsmåtten baseras på vår professionella bedömning där
vi bland annat tagit hänsyn till bolagets lönsamhet, mognad och riskprofil. I
fastställandet av väsentlighetsnivån för årsredovisningen som helhet har vi utgått
ifrån 0,5 procent av ABC ABs (publ) omsättning år 2015, vilket motsvarar ett
referensmått för börsnoterade bolag. I fastställandet av väsentlighetsnivån för
arbetsväsentligheten har vi utgått ifrån 5 procent av väsentlighetsnivån för
årsredovisningen som helhet.
Under vår revision har vi inte funnit anledning att ändra ovannämnda
väsentlighetsmått.
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Riskbedömning
Risken för att vi gör ett oriktigt uttalande i revisionsberättelsen när
årsredovisningen innehåller väsentliga felaktigheter (revisionsrisken) är en
funktion av risken för väsentliga felaktigheter och upptäcktsrisken.
Risken för väsentliga felaktigheter definieras som risken att årsredovisningen
innehåller väsentliga felaktigheter före vår revision och kan anta följande värden:
”minimal”, ”låg”, ”medel”, ”hög” eller ”särskild betydelsefull”.
Upptäcktsrisken definieras som risken för att de åtgärder som vi utför för att minska
revisionsrisken till en godtagbart låg nivå inte kommer att leda till upptäckt av en
förekommande felaktighet som skulle kunna vara väsentlig, antingen enskilt eller
tillsammans med andra felaktigheter.
I vår revision av ABC AB (publ) år 2015 har vi gjort en bedömning av vilka konton
som bör klassas som väsentliga och hur stor risken för väsentliga felaktigheter är för
dessa konton. Våra granskningsåtgärder har anpassats utifrån dessa bedömningar.
Klassificeringen framgår av nedanstående tabell.
Konto
Tillgångar
Immateriella tillgångar
Materiella tillgångar
Varulager

Riskbedömning
Särskild betydelsefull
Minimal
 Låg avseende
rutindata




Kundfordringar

Särskild betydelsefull
avseende värdering
av inkurans
Låg avseende
rutindata



Hög avseende
värdering av osäkra
kundfordringar
Minimal

Förutbetalda kostnader och
upplupna intäkter
Likvida medel
Skulder
Leverantörsskulder
Upplupna kostnader och
förbetalda intäkter
Resultaträkningen
Nettoomsättning
Handelsvaror

Minimal
Låg
Låg

Särskild betydelsefull
 Låg avseende
rutindata
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Särskild betydelsefull
avseende värdering
av inkurans

Övriga externa kostnader
Personalkostnader
Avskrivning och nedskrivning
av materiella och immateriella
anläggningstillgångar

Minimal
Minimal
 Minimal avseende
avskrivning och
nedskrivning av
materiella
anläggningstillgångar


Särskild betydelsefull
avseende
nedskrivning av
immateriella
anläggningstillgångar

Vår riskbedömning för ABC AB (publ) år 2015 har inte förändrats jämfört med
föregående år. Under vår revision av ABC AB (publ) år 2015 har vi ej funnit
anledning att ändra riskbedömningen enligt ovan.
Bolagets interna kontroll
I vår revision av ABC AB (publ) år 2015 har vi bedömt bolagets interna kontroller.
Utifrån denna bedömning har vi valt att förlita oss på bolagets interna kontroller i
vår revision och utfört en kontrollbaserad granskning.
Särskilt betydelsefulla områden
Särskilt betydelsefulla områden för revisionen är de områden som enligt vår
professionella bedömning var de mest betydelsefulla för revisionen av
årsredovisningen för den aktuella perioden. Dessa områden behandlades inom
ramen för revisionen av, och i vårt ställningstagande till, årsredovisningen som
helhet, men vi gör inga separata uttalanden om dessa områden.
Immateriella anläggningstillgångar
I vår revision av ABC AB (publ) år 2015 har nedskrivningsprövningen av
immateriella anläggningstillgångar identifierats som ett särskild betydelsefullt
område.
Nedskrivningsprövningen av immateriella anläggningstillgångar har bedömts som
ett särskild betydande område eftersom svåra, komplexa och subjektiva
bedömningar med ett flertal parametrar, som exempelvis framtida kassaflöden och
diskonteringsränta, ligger till grund för bolagets värdering av dessa tillgångar.
Verkligt utfall kan med andra bedömningar avvika från gjorda värderingar och kan
då ha en väsentlig påverkan på årsredovisningen och därmed på de ekonomiska
beslut som användare fattar med grund i årsredovisningen. För en närmare
beskrivning av bolagets hantering av nedskrivningsprövningen se not 2 och 16 i
bolagets årsredovisning.
I vår revision av nedskrivningsprövningen av bolagets immateriella
anläggningstillgångar har vi bland annat granskat träffsäkerheten i tidigare
prognoser för de immateriella anläggningstillgångarnas värde för att validera
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bolagets egna modeller för beräkningen av nedskrivningsbehovet. Vi har även
kontrollberäknat bolagets modeller samt inhämtat revisionsbevis för att säkerställa
riktigheten eller sannolikheten av väsentliga parametrar som ingår i bedömningen.
Våra granskningsåtgärder för att hantera risken för väsentliga felaktigheter i
samband med värderingen av nedskrivningsprövningen av immateriella
anläggningstillgångar inkluderade även bedömningar genomförda av experter inom
området som med egna modeller beräknade värderingen av de immateriella
anläggningstillgångarna.
Varulager
Ett ytterligare särskild betydelsefullt område som vi identifierat i vår revision av
ABC AB (publ) år 2015 är nedskrivningsprövningen av varulagret.
Nedskrivningsprövningen av varulagret har bedömts som ett särskild betydande
område eftersom värderingen av varulagret baseras på subjektiva bedömningar som
till exempel värdet av framtida försäljningspriser. Verkligt utfall kan med andra
bedömningar avvika från gjorda värderingar och kan då ha en väsentlig påverkan
på årsredovisningen och därmed på de ekonomiska beslut som användare fattar
med grund i årsredovisningen. För en närmare beskrivning av bolagets värdering av
varulagret se not 2 och 21 i bolagets årsredovisning.
I vår revision av nedskrivningsprövningen av bolagets varulager har vi bland annat
granskat träffsäkerheten i tidigare prognoser för varulagrets värde för att validera
bolagets egna modeller för beräkningen av nedskrivningsbehovet. Vi har även
kontrollberäknat bolagets modeller samt inhämtat revisionsbevis för att säkerställa
riktigheten eller sannolikheten av väsentliga parametrar som ingår i bedömningen.
Nettoomsättning
Ett tredje område som vi i vår revision av ABC AB (publ) år 2015 har identifierat
som särskilt betydelsefullt är bolagets nettoomsättning.
Nettoomsättningen har bedömts som ett särskilt betydande område eftersom
felaktigheter som exempelvis felperiodisering av intäkter kan ha en väsentlig
påverkan på årsredovisningen och därmed på de ekonomiska beslut som användare
fattar med grund i årsredovisningen. Vidare har nettoomsättningen stor betydelse
för bolagets börsvärde. För en närmare beskrivning av bolagets försäljningsintäkter
se not 3 i bolagets årsredovisning.
Våra granskningsåtgärder för att hantera risken för väsentliga felaktigheter gällande
nettoomsättningen har, förutom granskningen av bolagets egna kontroller,
fokuserats på periodiseringskontroller kring balansdagen där källdokument som
exempelvis fakturor, fraktsedlar och plocklistor detaljgranskats. Vi har även utfört
dataanalyser av omsättningskonton och granskat manuella bokningar i syfte att
minska risken för väsentliga felaktigheter.
Revisionsteamet
Undertecknad revisors erfarenheter
Undertecknad revisor auktoriserades år 1995 och har varit huvudansvarig revisor i
börsnoterade bolag sedan år 2008.
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Sammansättningen av revisionsteamet
Revisionsteamet för revisionen av ABC AB (publ) år 2015 utgjordes av assistenter,
seniors, managers och partners. Assistenter har i regel mellan noll och två års
erfarenhet av revision och utför merparten av granskningsåtgärderna. Seniors har i
regel mellan två och fem års erfarenhet av revision och har det operativa ansvaret.
Managers har i regel mellan fem och tio års erfarenhet av revision och leder
revisionen. Partners har i regel minst tio års erfarenhet av revision och har det
yttersta ansvaret för revisionen.
Fördelningen av revisionsteamet framgår av tabellen nedan.
Titel

Antal
revisorer

Assistenter
Seniors

4
2

Managers

1

Partners

2

Specialister
I revisionen av ABC AB (publ) år 2015 var specialister inom följande områden
involverade:
Område

Antal
specialister

Redovisningsexperter
IT-experter

1
2

Skatteexperter

1

Revisorns oberoende
Vi är oberoende i förhållande till ABC AB (publ) enligt god revisorssed i Sverige och
har i övrigt fullgjort vårt yrkesetiska ansvar enligt dessa krav.
Betydelsen av revisionen beträffande revisionsintäkter
Intäkterna från revisionen av ABC AB (publ) år 2015 utgör 13 procent av
undertecknad revisors totala intäkter för revision samma år. Intäkterna från
revisionen av ABC AB (publ) år 2015 understiger fem procent av såväl den lokala
byråns som hela revisionsbyråns totala intäkter för revision samma år.
Icke-revisionstjänster
Icke-revisionstjänster utgör 11 procent av antal timmar för revisionen av ABC AB
(publ) år 2015. Intäkterna för icke-revisionstjänster utgör cirka 17 procent av
intäkterna för revisionen av ABC AB (publ) år 2015.
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Revisionsrotation
Undertecknad revisor har varit huvudansvarig revisor för ABC AB (publ) sedan år
2010. Revisionen av ABC AB (publ) har utförts av revisorer inom Revisionsbolaget
AB sedan år 1995.

Rapport om andra krav enligt lagar och andra författningar
Uttalanden
Utöver vår revision av årsredovisningen har vi även utfört en revision av styrelsens
och verkställande direktörens förvaltning för ABC AB (publ) för år 2015 samt av
förslaget till dispositioner beträffande bolagets vinst eller förlust enligt god
revisionssed i Sverige.
>

Vi tillstyrker att bolagsstämman disponerar vinsten enligt förslaget i
förvaltningsberättelsen och beviljar styrelsens ledamöter och verkställande
direktören ansvarsfrihet för räkenskapsåret.

Grund för uttalanden
Vår revision av styrelsens och verkställande direktörens förvaltning av ABC AB
(publ) för år 2015 och förslaget till dispositioner av bolagets vinst eller förlust
grundar sig främst på revisionen av räkenskaperna. Vilka tillkommande
granskningsåtgärder som utförs baseras på vår professionella bedömning med
utgångspunkt i risk och väsentlighet.
För revisionen av styrelsens och verkställande direktörens förvaltning gäller i
synnerhet att omständigheter kring vissa felaktigheter kan göra att vi betraktar dem
som väsentliga även om de ligger under gränsen för arbetsväsentlighet.
Särskild betydelsefulla områden
I vår revision av styrelsens och verkställande direktörens förvaltning för ABC AB
(publ) för år 2015 har vi inte identifierat några särskild betydelsefulla områden
utöver de som framgår av Rapporten om årsredovisningen ovan.
Revisionsteamet
Information om revisionsteamet framgår av Rapporten om årsredovisningen ovan.
Revisorns oberoende
Information om revisorns oberoende framgår av Rapporten om årsredovisningen
ovan.

Stockholm, den 1 april 2016
Revisionsbolaget AB

Anders Andersson
Auktoriserad revisor
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AR3g (C3, W2, F2) in English (= constructed user-oriented
auditor’s report)
AUDITOR’S REPORT
To the general meeting of shareholders of ABC AB (publ), corporate identity number
556556-5565.
Report on the annual accounts
Opinions
We have audited the annual accounts of ABC AB (publ) for the year 2015 in
accordance with International Standards on Auditing (ISA) and generally accepted
auditing standards in Sweden.
In our opinion, the annual accounts have been prepared in accordance with the
Annual Accounts Act and present fairly, in all material respects, the financial
position of ABC AB (publ) as of December 31, 2015 and its financial performance for
the year then ended in accordance with the Annual Accounts Act. The statutory
administration report is consistent with the other parts of the annual accounts.
>

We therefore recommend that the general meeting of shareholders adopt the
income statement and balance sheet.

Basis for Opinions
Materiality
Materiality is relevant when we assess whether the subject matter information is
free from misstatements. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these
annual accounts. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal
control.
In our audit of ABC AB (publ) for the year 2015, we have assumed the following
materiality levels. The materiality level for the annual accounts as a whole, i.e.
tolerable misstatements for the annual accounts as a whole, amount to SEK 10.5
million (previous year SEK 9.5 million) and performance materiality, i.e. tolerable
misstatements for individual errors, amount to SEK 525 thousand (previous year
SEK 475 thousand).
The circumstances related to some misstatements may cause us to evaluate them as
material even if they are below materiality.
The determination of materiality levels is a matter of our professional judgement
that includes taking into account the company’s profitability, maturity and risk
profile. In determining the materiality level for the annual accounts as a whole, we
have assumed 0.5 percent of ABC AB’s (publ) turnover in the year 2015, which
corresponds to a reference measure for listed companies. In determining the level
for performance materiality, we have assumed 5 percent of the materiality level for
the annual accounts as a whole.
During our audit, we had no reason to revise the above-disclosed materiality levels.
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Risk assessment
The risk that we express an inappropriate audit opinion when the annual accounts
are materially misstated (audit risk) is a function of the risks of material
misstatement and detection risk.
The risk of material misstatements is defined as the risk that the annual accounts
are materially misstated prior to our audit and can assume the following values:
“minimal”, “low”, “medium”, “high” or “significant”.
Detection risk is defined as the risk that the procedures we perform to reduce audit
risk to an acceptably low level will not detect a misstatement that exists and that
could be material, either individually or when aggregated with other misstatements.
In our audit of ABC AB (publ) for the year 2015, we have assessed the account
balances to be classified as material and the risk of material misstatements in these
account balances. Our audit procedures are in line with these assessments. The
classification is shown in the following table.
Account
Assets
Intangible assets
Tangible assets
Inventories

Risk assessment
Significant
Minimal
 Low concerning
routine data




Accounts receivable

Significant
concerning
obsolescence
valuation
Low concerning
routine data



Prepaid expenses and accrued
income
Cash and bank balances
Liabilities
Accounts payable
Accrued expenses and deferred
income
Income statement
Net sales
Goods for resale

High concerning
valuation of doubtful
receivables

Minimal
Minimal
Low
Low

Significant
 Low concerning
routine data


Significant
concerning
obsolescence
valuation
Minimal

Other external costs
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Employee benefit expenses
Depreciation/amortization and
impairment of tangible and
intangible assets

Minimal
 Minimal concerning
depreciation and
impairment of
tangible assets


Significant
concerning
impairment of
intangible assets

Our risk assessment of ABC AB (publ) for the year 2015 has not changed compared
with the previous year. During our audit, we had no reason to revise the abovedisclosed risk assessment.
The company’s internal control
In our audit of ABC AB (publ) for the year 2015, we have assessed the company’s
internal control. Based on this assessment, we chose to rely on the company’s
internal control and to conduct tests of control.
Key Audit Matters
Key audit matters of the audit are those matters that, in our professional judgment,
were of most significance in our audit of the annual accounts of the current period.
These matters were addressed in the context of our audit of the annual accounts as
a whole, and in forming our opinion thereon, but we do not provide separate
opinions on these matters.
Intangible assets
In our audit of ABC AB (publ) for the year 2015, the impairment test of intangible
assets has been identified as a key audit matter.
The impairment test of tangible assets has been assessed as a key audit matter,
because difficult, complex and subjective judgements with several parameters such
as future cash flows and a discount rate constitute the basis for the company’s
valuation of these assets. Actual results may differ from these valuations if different
assessments are made. These actual results may have a significant impact on the
annual accounts and thus on the economic decisions made by financial statement
users. For a detailed description of the company’s way of treating the impairment
test, see note 2 and 16 of the company’s annual report.
In our audit of the impairment test of the company’s intangible assets we have,
among other things, reviewed the accuracy of past forecasts of intangible assets in
order to validate the company’s own models for the calculation of the impairment.
We also recalculated the company’s models and obtained audit evidence to confirm
the accuracy or likely accuracy of significant parameters included in the assessment.
Our audit procedures to address the risk of material misstatements concerning the
valuation of the impairment test of intangible assets also include assessments made
by experts in the field who calculated the valuation of intangible assets using their
own models.
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Inventories
A further key audit matter we identified in our audit of ABC AB (publ) for the year
2015 is the impairment test of inventories.
The impairment test of inventories has been considered a key audit matter because
the valuation of inventories is based on subjective assessments such as the value of
future sales prices. Actual results may differ from these valuations if different
assessments are made. These actual results may have a significant impact on the
annual accounts and thus on the economic decisions made by financial statement
users. For a detailed description of the company’s way of treating the impairment
test, see note 2 and 21 of the company’s annual report.
In our audit of the impairment test of the company’s inventories we have, among
other things, reviewed the accuracy of earlier forecasts of inventories in order to
validate the company’s own models for the calculation of the impairment. We also
recalculated the company’s models and obtained audit evidence to confirm the
accuracy or likely accuracy of significant parameters included in the assessment.
Net sales
A third key audit matter we identified in our audit of ABC AB (publ) for the year
2015 is the company’s net sales.
Net sales have been assessed as a key audit matter because errors such as incorrect
accruals may have a significant impact on the annual accounts and thus on the
economic decisions made by financial statement users. Furthermore, net sales are
of great importance for the company’s market capitalization. For a detailed
description of the company’s net sales, see note 3 of the company’s annual report.
Our audit procedures to address the risk of material misstatements regarding net
sales, in addition to our audit of the company’s own controls, were focused on the
distribution of revenue around the balance sheet date and included detailed
examinations of documents such as invoices, delivery notes and pick lists. We also
conducted data analyses of sales accounts and audited manual bookings in order to
reduce the risk of material misstatements.
Audit team
The signing auditor’s experience
The signing auditor was authorised in the year 1995 and has been auditor in charge
for public limited companies since the year 2008.
The composition of the audit team
The team that conducted the audit of ABC AB (publ) for 2015 consisted of associates,
seniors, managers and partners. Associates have usually worked as auditors
between zero and two years and perform a large part of the audit procedures.
Seniors have usually worked as auditors between two and five years and direct the
day-to-day performance of the audit. Seniors have usually worked as auditors
between five and ten years and lead the audit. Partners have usually worked as
auditors for at least ten years and are responsible for the audit.
The composition of the audit team is shown in the table below.
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Title

No. of auditors

Associates 4
Seniors
2
Managers

1

Partners

2

Specialists
In the audit of ABC AB (publ) for the year 2015 specialists were involved in the
following fields:
Field of expertise

No. of specialists

Accounting specialist
IT specialists

1
2

Tax specialist

1

Auditor’s independence
We are independent of ABC AB (publ) in accordance with professional ethics for
accountants in Sweden and have otherwise fulfilled our ethical responsibilities in
accordance with these requirements.
Importance of the audit in terms of revenue
Revenue for the audit of ABC AB (publ) for the year 2015 amount to 13 percent of
the signing auditor’s total revenue for audit engagements that year. Revenue for the
audit of ABC AB (publ) for the year 2015 are less than five percent of both the
revenue obtained by the local audit office and by the audit firm for audit
engagements that year.
Non-audit services
Non-audit services amount to 11 percent of the time spent on the audit of ABC AB
(publ) for the year 2015. Revenue for non-audit services amount to 17 percent of the
revenue for the audit of ABC AB (publ) for the year 2015.
Audit rotation
The signing auditor has been auditor in charge for ABC AB (publ) since the year
2010. The audit of ABC AB (publ) has been conducted by auditors of Audit firm AB
since the year 1995.
Report on other legal and regulatory requirements
Opinions
In addition to our audit of the annual accounts, we have also audited the
administration of the Board of Directors and the Managing Director of ABC AB
(publ) for the year 2015 and the proposed appropriations of the company’s profit or
loss in accordance with generally accepted auditing standards in Sweden.
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>

We recommend to the general meeting of shareholders that the profit be
appropriated in accordance with the proposal in the statutory
administration report and that the members of the Board of Directors and
the Managing Director be discharged from liability for the financial year.

Basis for Opinions
Our audit of the administration of the Board of Directors and the Managing Director
of ABC AB (publ) for the year 2015 and the proposed appropriations of the
company’s profit or loss is based primarily on the audit of the accounts. Additional
audit procedures performed are based on our professional judgement with starting
point in risk and materiality.
The fact that circumstances related to some misstatements may cause us to evaluate
them as material even if they are below materiality applies in particular to the audit
of the Board of Directors’ and the Managing Director’s administration.
Key Audit Matters
In our audit of the administration of the Board of Directors and the Managing
Director of ABC AB (publ) for the year 2015 we have not identified further key audit
matters than those described in the Report on the annual accounts above.
Audit team
Information about the audit team is given in the Report on the annual accounts
above.
Auditor’s independence
Information about the auditor’s independence is given in the Report on the annual
accounts above.

Stockholm, 1 April 2016
Audit firm AB

Anders Andersson
Authorised Public Accountant
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Appendix XII – Vignette experiment instrument
Introduction to the experiment
In this experiment, you are asked to read one of five (three)106 auditor’s reports and
to answer questions related to a hypothetical investment decision. Imagine that you
have already checked the financial statements and other publicly available
information. So far, you have a positive impression of the company’s future
performance and of the expected dividends (interest rates and repayment of
principal) to be paid in the future. For your decision whether to invest in the
company, i.e. to buy shares (to provide loans), or not please consider the
information provided in the auditor’s report. Base your answers on your personal
perceptions.

Phase I
Background measures
Gender.

Female, male, other

Age.

In years

Work experience.

In years

Normally, I read and assess the
following number of financial
statements a month.

Number

Normally, I read and assess the
following number of auditor’s
reports a month.

Number

If I compare myself with other
people who have studied
business administration at
university and who work in the
field, I consider myself to have
full knowledge of…
… external financial
accounting.

106

Five-point Likert scale
ranging from 1 = strongly
disagree to 5 = strongly
agree

Words in brackets apply to bankers.
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… external financial auditing.

Five-point Likert scale
ranging from 1 = strongly
disagree to 5 = strongly
agree

My attitude towards the
auditing profession is positive.

Five-point Likert scale
ranging from 1 = strongly
disagree to 5 = strongly
agree

Communication gap measures
The information in the auditor’s
report is…
… understandable.

Five-point Likert
scale ranging from 1
= strongly disagree
to 5 = strongly agree

… clear.

Five-point Likert
scale ranging from 1
= strongly disagree
to 5 = strongly agree

… comprehensible.

Five-point Likert
scale ranging from 1
= strongly disagree
to 5 = strongly agree

… easy to read.

Five-point Likert
scale ranging from 1
= strongly disagree
to 5 = strongly agree

Information gap measures
In order to facilitate my decisionmaking process, I would like to
have…
… more information about the specific
audit of ABC AB (publ).

Five-point Likert
scale ranging from 1
= strongly disagree
to 5 = strongly agree

… less information about the specific
audit of ABC AB (publ).

Five-point Likert
scale ranging from 1
= strongly disagree
to 5 = strongly agree
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... more information about auditing in
general.

Five-point Likert
scale ranging from 1
= strongly disagree
to 5 = strongly agree

… less information about auditing in
general.

Five-point Likert
scale ranging from 1
= strongly disagree
to 5 = strongly agree

Investment decision I
I will purchase shares in (provide loans
to) ABC AB (publ).

Disagree, agree

If you marked “disagree”, please explain
what information in the auditor’s report
made you refrain from buying shares of
(providing loans to) ABC AB (publ).

Phase II
Communication gap measure
In this phase, you are asked to analyse the auditor’s report more deeply. Please mark
the words in the auditor’s report that you do not understand. In other words, mark
the words (or sentences) that you cannot explain to another person.

Information gap measures
In order to facilitate my decisionmaking process, I would like to
have…
… information about the scope of an
audit (what the auditor generally has to
do to conduct an audit).

More, less, neither
more nor less

… information about the audit team that
conducted the audit of ABC AB (publ).

More, less, neither
more nor less

… information about the independence
of the auditor of ABC AB (publ).

More, less, neither
more nor less

… general information about the
responsibilities of the board of directors
and the managing director.

More, less, neither
more nor less
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… general information about the
responsibilities of the auditor.

More, less, neither
more nor less

… information about the audit process
(what the auditor of ABC AB (publ) did
in concrete terms).

More, less, neither
more nor less

… information about the results of the
audit of ABC AB (publ) (what the auditor
of ABC AB (publ) concluded in more
concrete terms).

More, less, neither
more nor less

Investment decision II
I will purchase shares in (provide loans
to) ABC AB (publ).

Disagree, agree

If you marked “disagree”, please explain
which information in the auditor’s
report made you refrain from buying
shares of (providing loans to) ABC AB
(publ).

Phase III
Manipulation checks
The auditor’s report that I read
provided information about…
… the key audit matters identified by the
auditor.

Disagree, agree

… the board of directors’ and the
managing director’s responsibilities.

Disagree, agree

454

-0.269
-0.035
-0.119
0.132
0.022

0.083
-0.195
*
0.190
*
-0.112
-0.129

0.123

0.01

-0.05

-0.17

0.138

-0.01

0.054 -0.335

0.018 -0.109

0.13

0.001

-0.074

-0.005

0.145

0.272
**

0.317
**

0.134

-0.084

0.14

-0.04

students

-0.116 -0.163 -0.239

students bankers

0.022

0.18

-0.247
**

0.001

-0.165

0.152

0.19 -0.148

-0.013

-0.242

-0.097

Reading
intensity of
auditor’s
reports

Perceived
auditing
profession
reputation

students bankers students bankers

Perceived
knowledge
within
auditing
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0.205

0.26

0.033

0.172

0.178

0.107

-0.14

0.125

0.384
*

0.067 -0.053

0.123

0.408
**

0.213
-0.064
*

0.082

-0.04

0.215
*

0.254

0.158

-0.268
-0.028
**

0.027

-0.178 -0.019 -0.031 -0.103

0.193

0.152 0.198* -0.022

0.164 -0.074

0.089

0.141 -0.092 -0.273

0.01 -0.133 -0.242 -0.172

0.134 0.073

-0.221
*

0.032

0.278
0.206
0.235 0.394
-0.046
0.142
**
*
**
**
0.367
-0.419 -0.207 -0.458
0.254 -0.036
-0.058
-0.023 -0.023
*
*
*
**
0.06 -0.029 0.032

bankers

Perceived
knowledge
within
financial
accounting

students bankers students bankers students

0.181 -0.059

-0.207

bankers

Work
experience

-0.014

bankers

Age

* Correlation is significant at the 0.05 level (2 tailed)
** Correlation is significant at the 0.01 level (2 tailed)

Com_
gap_1
Com_
gap_2
Info_
gap_1_
spec
Info_
gap_1_
gen
Info_
gap_2_
spec
Info_
gap_2_
gen
Invest_
dec

students

Gender

Reading
intensity of
financial
statements

Appendix XIII – Correlations between background variables and dependent variables

Com_gap_2

Com_gap_1
controlled for
background
variables

Com_gap_1

Content

Contrast_
coding_
C1_C3
AR1b vs
AR3e + AR3g
n = 27 vs 44
(12 vs 0 + 15)
-2
0
0
1
1
R2=0.047
B=0.105
Std. B=
0.216
t=1.840
p=0.070
R2=0.208
B=0.054
Std. B=
0.114
t=0.940
p=0.351
R2=0.045
B=-6.727
Std. B=
-0.213
t=-1.812

Contrast_
coding_
C1_C2
AR1b vs
AR2f + AR2h
n = 27 vs 50
(12 vs 0 + 15)
-2
1
1
0
0
R2=0.000
B=0.003
Std. B=
0.004
t=0.036
p=0.971
R2=0.240
B=-0.045
Std. B=
-0.076
t=-0.633
p=0.529
R2=0.020
B=-4.657
Std. B=
-0.141
t=-1.229

Regression analyses for “content”
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Contrast_ Contrast_coding_ Contrast_coding_ Contrast_coding_
coding_
AR1b_AR2h
AR1b_AR3g
AR2h_AR3g
C2_C3
AR2f + AR2h
AR1b vs AR2h
AR1b vs AR3g
AR2h vs AR3g
vs
AR3e + AR3g
n = 50 vs 44
n = 27 vs 26
n = 27 vs 22
n = 26 vs 22
(0 + 15 vs 0 +
(12 vs 15)
(12 vs 15)
(15 vs 15)
15)
0
-1
-1
0
-1
0
0
0
-1
1
0
-1
1
0
0
0
1
0
1
1
R2=0.041
R2=0.000 (0.030)
R2=0.011 (0.017)
R2=0.013 (0.002)
B=0.153
B=-0.011 (-0.152)
B=0.080 (-0.110)
B=0.092 (0.042)
Std. B=
Std. B=
Std. B=
Std. B=
0.203
-0.013 (-0.173)
0.104 (-0.130)
0.115 (0.046)
t=1.993
t=-0.093 (-0.876)
t=0.714 (-0.656)
t=0.787 (0.245)
p=0.049*
p=0.926 (0.389)
p=0.479 (0.518)
p=0.435 (0.809)
R2=0.215
R2=0.274 (0.240)
R2=0.311 (0.393)
R2=0.282 (0.253)
B=0.092
B=-0.072 (0.009)
B=-0.008 (-0.150)
B=-0.013 (0.110)
Std. B=
Std. B=
Std. B=
Std. B=
0.124
-0.083 (0.010)
-0.010 (-0.177)
-0.016 (0.121)
t=1.192
t=-0.547 (0.038)
t=-0.069 (-0.759)
t=-0.103 (0.501)
p=0.237
p=0.588 (0.970)
p=0.946 (0.458)
p=0.919 (0.622)
R2=0.023
R2=0.026 (0.140)
R2=0.027 (0.005)
R2=0.001 (0.138)
B=-3.105
B=-8.565 (-10.073)
B=-9.077 (2.967)
B=-0.512 (13.040)
Std. B=
Std. B=
Std. B=
Std. B=
-0.153
-0.160 (-0.375)
-0.166 (0.071)
-0.028 (0.372)
t=-1.478
t=-1.59 (-2.021)
t=-1.152 (0.354)
t=-0.187 (2.117)
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*p < 5%
**p < 1%
***p < 0.1%

Info_gap_1_gen
controlled for
background
variables

Info_gap_1_
gen

Info_gap_1_spec
controlled for
background
variables

Info_gap_1_
spec

Com_gap_2
controlled for
background
variables

p=0.223
R2=0.253
B=-1.979
Std. B=
-0.058
t=-0.489
p=0.626
R2=0.092
B=-0.212
Std. B=
-0.304
t=-2.745
p=0.008**
R2=0.247
B=-0.224
Std. B=
-0.317
t=-2.650
p=0.010**
R2=0.044
B=-0.169
Std. B=
-0.209
t=-1.840
p=0.070
R2=0.210
B=-0.152
Std. B=
-0.188
t=-1.531
p=0.131

p=0.074
R2=0.354
B=-4.844
Std. B=
-0.149
t-1.360
p=0.179
R2=0.124
B=-0.214
Std. B=
-0.352
t=-3.121
p=0.003**
R2=0.280
B=-0.204
Std. B=
-0.333
t=-2.873
p=0.006**
R2=0.046
B=-0.145
Std. B=
-0.214
t=-1.818
p=0.073
R2=0.172
B=-0.183
Std. B=
-0.264
t=-2.124
p=0.038*

p=0.143
R2=0.107
B=-3.168
Std. B=
-0.155
t=-1.386
p=0.170
R2=0.000
B=-0.003
Std. B=
-0.003
t=-0.030
p=0.976
R2=0.137
B=-0.030
Std. B=
-0.032
t=-0.291
p=0.772
R2=0.001
B=0.036
Std. B=
0.032
t=0.304
p=0.762
R2=0.168
B=0.011
Std. B=
0.010
t=0.094
p=0.925
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p=0.252 (0.054)
p=0.255 (0.726)
R2=0.363 (0.517)
R2=0.446 (0.404)
B=-5.447 (-0.282)
B=-3.040 (1.383)
Std. B=
Std. B=
-0.100 (-0.010)
-0.054 (0.033)
t=-0.701 (-0.049)
t=-0.411 (0.143)
p=0.487 (0.961)
p=0.683 (0.888)
R2=0.149 (0.212)
R2=0.133 (0.296)
B=-0.395 (-0.496)
B=-0.320 (-0.646)
Std. B=
Std. B=
-0.385 (-0.461)
-0.365 (-0.544)
t=-2.983 (-2.597)
t=-2.685 (-3.246)
p=0.004** (0.016*) p=0.010** (0.003**)
R2=0.371 (0.596)
R2=0.309 (0.572)
B=-0.502 (-0.215)
B=-0.331 (-0.724)
Std. B=
Std. B=
-0.487 (-0.200)
-0.374 (-0.610)
t=-3.431 (-1.031)
t=-2.554 (-3.123)
p=0.001*** (0.317)
p=0.015* (0.006**)
R2=0.091 (0.205)
R2=0.099 (0.22)
B=-0.349 (-0.396)
B=-0.326 (-0.163)
Std. B=
Std. B=
-0.302 (-0.452)
-0.315 (-0.148)
t=-2.265 (-2.537)
t=-2.274 (-0.748)
p=0.028* (0.018*)
p=0.028* (0.461)
R2=0.180 (0.611)
R2=0.285 (0.396)
B=-0.245 (-0.212)
B=-0.400 (-0.254)
Std. B=
Std. B=
-0.210 (-0.242)
-0.380 (-0.232)
t=-1.365 (-1.270)
t=-2.544 (-0.998)
p=0.180 (0.221)
p=0.015* (0.332)

p=0.853 (0.043)
R2=0.187 (0.530)
B=0.958 (5.001)
Std. B=
0.051 (0.142)
t=0.308 (0.743)
p=0.760 (0.466)
R2=0.006 (0.015)
B=0.074 (-0.150)
Std. B=
0.074 (-0.121)
t=0.506 (-0.644)
p=0.615 (0.525)
R2=0.362 (0.506)
B=0.044 (-0.166)
Std. B=
0.044 (-0.134)
t=0.299 (-0.681)
p=0.767 (0.504)
2
R =0.000 (0.059)
B=0.024 (0.233)
Std. B=
0.021 (0.242)
t=0.139 (1.320)
p=0.890 (0.197)
R2=0.341 (0.308)
B=-0.073 (0.157)
Std. B=
-0.063 (0.163)
t=-0.420 (0.701)
p=0.677 (0.491)

Responsibilities_
0.349 (0.519)
CM_satisfied
Responsibilities_
0.166 (< 0.001***)
auditor_satisfied
Info_gap_2
MORE information:
Audit_team_more
0.590 (0.182)
Independence_
0.001*** (0.109)
more
Audit_process_
0.056 (0.660)
more

0.328 (0.070)

0.615 (0.084)
0.591 (0.112)
0.218 (0.500)

0.444 (0.017*)

0.584 (0.006**)
0.001*** (0.003**)
0.348 (0.519)
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0.205 (0.136)

0.319 (0.123)

0.375 (0.759)

0.409 (0.213)

0.452 (0.195)

0.458 (0.500)

Contrast_coding_
AR2h_AR3g
AR2h vs AR3g
n = 26 vs 22
(15 vs 15)
0
0
-1
0
1

0.070 (0.091)

AR1b
AR2f
AR2h
AR3e
AR3g
Info_gap_2
NEITHER MORE NOR LESS information:
Audit_team_
0.465 (0.161)
0.316 (0.091)
satisfied
Independence_
0.009** (0.315)
0.004** (0.049*)
satisfied
Audit_process_
0.087 (0.364)
0.235 (0.519)
satisfied
Audit_results_
0.475 (0.701)
0.235 (0.701)
satisfied
Scope_satisfied
0.162 (0.108)
0.437 (0.612)

Contrast_coding_ Contrast_coding_
AR1b_AR2h
AR1b_AR3g
AR1b vs AR2h
AR1b vs AR3g
n = 27 vs 26
n = 27 vs 22
(12 vs 15)
(12 vs 15)
-1
-1
0
0
1
0
0
0
0
1

Fisher’s exact tests (1-tailed)

Wording

Contrast_
coding_
W0_W1

Contrast_
coding_
W0_W1_
notAR1b

Regression analyses for “wording”

*p < 5%
**p < 1%
***p < 0.1%

Audit_results_
0.472 (0.701)
more
Scope_more
0.017* (0.701)
Responsibilities_
0.289 (0.364)
CM_more
Responsibilities_
0.253 (0.299)
auditor_more
Info_gap_2
LESS information:
Audit_team_ less
0.491 (0.701)
Independence_
0.111 (0.299)
less
Audit_process_
0.486 (0.299)
less
Audit_results_
0.745 (---)
less
Scope_ less
0.214 (0.075)
Responsibilities_
0.023* (0.156)
CM_ less
Responsibilities_
0.010** (0.001***)
auditor_less
Invest_dec
0.214 (0.007**)
0.436 (0.165)
0.371 (0.701)
0.288 (0.241)
0.542 (---)
0.479 (0.107)
0.038* (0.299)
0.004** (0.010**)
0.324 (0.123)

0.196 (0.240)
0.449 (0.299)
0.551 (---)
0.551 (---)
0.382 (0.586)
--- (0.556)
0.551 (0.299)
0.562 (0.156)
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Contrast_
coding_
W1_W2

0.086 (0.326)

0.332 (0.078)

Contrast_
coding_
W0_W3

0.154 (0.759)
0.012* (0.030*)

0.248 (0.701)
0.070 (0.161)

Contrast_
coding_
W0_W2

0.498 (0.759)

0.348 (0.701)

Contrast_
coding _
W1_W2_
notAR1b

Contrast_
coding_
W1_W3

Contrast_
coding_
W1_W3_
notAR1b

Com_gap_2
controlled for
background
variables

Com_gap_2

Com_gap_1
controlled for
background
variables

AR1b
AR2f
AR2h
AR3e
AR3g
Com_gap_1

AR3e vs
AR1b +
AR2f
n = 22 vs
27+24
(0 vs 12+0)
1
1
0
-2
0
R2=0.072
B=-0.150
Std. B=
-0.268
t=-2.343
p=0.022*
R2=0.203
B=-0.114
Std. B=
-0.219
t=-1.842
p=0.070
R2=0.029
B=5.808
Std. B=
0.169
t=1.435
p=0.156
R2=0.274
B=6.221
Std. B=
0.180
t=1.567
p=0.122
0
0
0
-1
1
R2=0.075
B=-0.153
Std. B=
-0.274
t=-1.848
p=0.072
R2=0.278
B=-0.120
Std. B=
-0.212
t=-1.412
p=0.167
R2=0.026
B=2.028
Std. B=
0.161
t=1.059
p=0.296
R2=0.307
B=2.807
Std. B=
0.221
t=1.505
p=0.142

n = 22 vs 22
(0 vs 15)

n = 22 vs 24
(0 vs 0)
0
1
0
-1
0
R2=0.094
B=-0.214
Std. B=
-0.307
t=-2.141
p=0.038*
R2=0.387
B=-0.126
Std. B=
-0.192
t=-1.318
p=0.196
R2=0.073
B=5.904
Std. B=
0.270
t=1.836
p=0.073
R2=0.202
B=7.855
Std. B=
0.356
t=2.101
p=0.043*

AR3e vs
AR3g

AR3e vs
AR2f
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0
0
1
-1
0
R2=0.105
B=-0.245
Std. B=
-0.324
t=-2.320
p=0.025*
R2=0.267
B=-0.180
Std. B=
-0.237
t=-1.507
p=0.140
R2=0.023
B=2.541
Std. B=
0.153
t=1.051
p=0.299
R2=0.276
B=1.172
Std. B=
0.071
t=0.451
p=0.654

n = 22 vs 26
(0 vs 15)

AR3e vs
AR2h

AR1b +
AR2f vs
AR3g
n = 27+24
vs 22 (12+0
vs 15)
-1
-1
0
0
2
R2=0.007
B=0.047
Std. B=
0.082
t=0.695
p=0.489
R2=0.242
B=0.025
Std. B=
0.045
t=0.386
p=0.701
R2=0.017
B=-4.456
Std. B=
-0.129
t=-1.088
p=0.280
R2=0.289
B=-3.167
Std. B=
-0.090
t=-0.785
p=0.436
0
-1
0
0
1
R2=0.006
B=0.060
Std. B=
0.081
t=0.536
p=0.594
R2=0.343
B=0.030
Std. B=
0.042
t=0.287
p=0.776
R2=0.028
B=-3.875
Std. B=
-0.166
t=-1.107
p=0.275
R2=0.137
B=-4.955
Std. B=
-0.210
t=-1.241
p=0.223

n = 24 vs 22
(0 vs 15)

AR2f vs
AR3g

AR1b +
AR2f vs
AR2h
n = 27+24
vs 26
(27+0 vs 15)
-1
-1
2
0
0
R2=0.001
B=-0.014
Std. B=
-0.023
t=-0.199
p=0.843
R2=0.235
B=0.002
Std. B=
0.004
t=0.034
p=0.973
R2=0.015
B=-4.114
Std. B=
-0.124
t=-1.073
p=0.287
R2=0.263
B=-4.106
Std. B=
-0.122
t=-1.041
p=0.302

0
-1
1
0
0
R2=0.001
B=-0.032
Std. B=
-0.037
t=-0.254
p=0.800
R2=0.309
B=0.070
Std. B=
0.082
t=0.577
p=0.567
R2=0.018
B=-3.363
Std. B=
-0.135
t=-0.934
p=0.355
R2=0.169
B=-5.157
Std. B=
-0.205
t=-1.303
p=0.201

n = 24 vs 26
(0 vs 15)

AR2f vs
AR2h

*p < 5%
**p < 1%
***p < 0.1%

Info_gap_1_g
en
controlled for
background
variables

Info_gap_1_
gen

Info_gap_1_s
pec
controlled for
background
variables

Info_gap_1_
spec

R2=0.048
B=0.143
Std. B=
0.220
t=1.887
p=0.063
R2=0.236
B=0.137
Std. B=
0.212
t=1.800
p=0.077
R2=0.002
B=0.029
Std. B=
0.039
t=0.328
p=0.744
R2=0.145
B=0.040
Std. B=
0.055
t=0.445
p=0.658

R2=0.010
B=0.090
Std. B=
0.100
t=0.659
p=0.514
R2=0.184
B=0.118
Std. B=
0.131
t=0.766
p=0.449
R2=0.001
B=-0.035
Std. B=
-0.034
t=-0.221
p=0.826
R2=0.262
B=0.011
Std. B=
0.011
t=0.067
p=0.947

R2=0.000
B=0.000
Std. B=
0.000
t=0.000
p=1
R2=0.267
B=-0.005
Std. B=
-0.006
t=-0.041
p=0.967
R2=0.049
B=-0.216
Std. B=
-0.220
t=-1.463
p=0.151
R2=0.281
B=-0.210
Std. B=
-0.212
t=-1.412
p=0.167
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R2=0.006
B=-0.074
Std. B=
-0.074
t=-0.506
p=0.615
R2=0.313
B=-0.110
Std. B=
-0.110
t=-0.722
p=0.475
R2=0.045
B=-0.240
Std. B=
-0.213
t=-1.476
p=0.147
R2=0.219
B=-0.116
Std. B=
-0.103
t=-0.633
p=0.531

R2=0.048
B=-0.143
Std. B=
-0.220
t=-1.887
p=0.063
R2=0.207
B=-0.144
Std. B=
-0.221
t=-1.832
p=0.072
R2=0.049
B=-0.173
Std. B=
-0.222
t=-1.903
p=0.061
R2=0.183
B=-0.160
Std. B=
-0.207
t=-1.691
p=0.096

R2=0.010
B=-0.090
Std. B=
-0.100
t=-0.659
p=0.514
R2=0.139
B=-0.111
Std. B=
-0.124
t=-0.735
p=0.467
R2=0.026
B=-0.181
Std. B=
-0.162
t=-1.080
p=0.286
R2=0.310
B=-0.186
Std. B=
-0.170
t=-1.130
p=0.267

R2=0.075
B=-0.193
Std. B=
-0.274
t=-2.454
p=0.016*
R2=0.250
B=-0.227
Std. B=
-0.324
t=-2.705
p=0.009**
R2=0.053
B=-0.188
Std. B=
-0.231
t=-2.045
p=0.044*
R2=0.198
B=-0.117
Std. B=
-0.146
t=-1.181
p=0.242

R2=0.025
B=-0.165
Std. B=
-0.159
t=1.102
p=0.276
R2=0.300
B=-0.199
Std. B=
-0.192
t=-1.311
p=0.198
R2=0.028
B=-0.204
Std. B=
-0.166
t=-1.156
p=0.253
R2=0.0264
B=-0.140
Std. B=
-0.117
t=-0.776
p=0.442

Regression analyses for “format”
Format

AR1b
AR2f
AR2h
AR3e
AR3g
Com_gap_1

Com_gap_1
controlled for
background
variables
Com_gap_2

Com_gap_2
controlled for
background
variables
Info_gap_1_
spec

Info_gap_1_
spec
controlled for
background
variables
Info_gap_1_
gen

Info_gap_1_
gen
controlled for
background
variables

Contrast_coding_F1_F2
AR1b vs AR2f + AR2h +
AR3e + AR3g
n = 27 vs 24+26+22+22
(12 vs 0+15+0+15)
-4
1
1
1
1
R2=0.007
B=0.030
Std. B=0.081
t=0.883
p=0.379
R2=0.156
B=0.011
Std. B=0.030
t=0.326
p=0.745
R2=0.033
B=-3.382
Std. B=-0.182
t=-2.012
p=0.047*
R2=0.214
B=-2.621
Std. B=-0.137
t=-1.522
p=0.131
R2=0.077
B=-0.127
Std. B=-0.278
t=-3.148
p=0.002**
R2=0.195
B=-0.133
Std. B=-0.287
t=-3.151
p=0.002**
R2=0.032
B=-0.095
Std. B=-0.180
t=-1.986
p=0.049*
R2=0.148
B=-0.101
Std. B=-0.189
t=-2.015
p=0.046*
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Contrast_coding_F1_
F2_notAR2fAR3e
AR1b vs AR2h + AR3g
n = 27 vs 26 + 22
(12 vs 15 + 15)
-2
0
1
0
1
R2=0.001 (0.018)
B=0.020 (-0.087)
Std. B=0.036 (-0.135)
t=0.308 (-0.863)
p=0.759 (0.393)
R2=0.240 (0.231)
B=-0.017 (-0.029)
Std. B=-0.30 (-0.044)
t=-0.249 (-0.245)
p=0.804 (0.808)
R2=0.034 (0.008)
B=-5.866 (-2.369)
Std. B=-0.184 (-0.090)
t=-1.599 (-0.573)
p=0.114 (0.570)
2
R =0.336 (0.400)
B=-3.918 (-0.575)
Std. B=-0.120 (-0.022)
t=-1.079 (-0.137)
p=0.285 (0.892)
R2=0.124 (0.186)
B=-0.240 (-0.381)
Std. B=-0.351 (-0.432)
t=-3.208 (-3.026)
p=0.002** (0.004**)
R2=0.308 (0.462)
B=-0.283 (-0.299)
Std. B=-0.409 (-0.340)
t=-3.610 (-2.242)
p=0.001*** (0.032*)
R2=0.083 (0.065)
B=-0.226 (-0.186)
Std. B=-0.289 (-0.254)
t=-2.577 (-1.664)
p=0.012* (0.104)
R2=0.234 (0.332)
B=-0.231 (-0.133)
Std. B=-0.289 (-0.182)
t=-2.426 (-1.078)
p=0.018* (0.289)

*p < 5%
**p < 1%
***p < 0.1%
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The evolution of the Swedish auditor’s
report
The auditor’s report is the financial auditor’s primary means of communication
with users of financial statements. It has been criticised for being an uninformative
document at least since the late nineteenth century. Persistent requests for
change in order to facilitate users’ decision-making processes include detailed
information about the audited financial statements, the conducted audits and
the auditors. Despite these requests, auditors have only recently started to
provide some entity-specific information in their reports.
This dissertation contributes to the topical issue of audit reporting in relation to
users’ needs through two studies. The first study retraces the historical evolution
of the auditor’s report in order to explain the driving forces behind this evolution
and the reasons why users have had to accept uninformative reports for such a
long time. The second study examines ways to reduce dissatisfaction with and
misperceptions of audit reporting and evaluates the current auditor’s report with
regard to financial statement users’ decision-making processes.
Overall, the findings of this dissertation cast doubt on the past and current
willingness of auditors to deliver reports that are aligned with users’ needs to
make informed decisions.
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