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Important caveats

• This webcast does not provide official Deloitte interpretive accounting guidance

• Consult your Deloitte advisor for additional support
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Please note – No certificates will be provided for attending this update, we encourage stakeholders to 
check with their provincial institutes regarding potential CPD credits.
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Agenda

Securities reminders 

• MD&A – Observed trends 

• Non-GAAP reminders

• Issue-oriented review staff notices published in fiscal 2017

• Results of SEC regulatory reviews

Auditor reporting update
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Please note – The audio for today’s presentation will be transmitted through your computer speakers.
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OSC staff notice 51-728 – MD&A – Observed trends 
Securities reminders
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Changes in accounting 
policies including 
initial adoption 

• Discuss and analyze changes resulting from a change in accounting standards
• Include disclosure such as the methods of adoption and potential effect on the 

issuer’s business
• Provide increasingly detailed qualitative and quantitative information about the 

expected impacts of the new standards as the effective dates approach

Results of operations • Include a detailed, analytical and quantified discussion of the various factors that 
affect revenues and expenses, beyond the percentage change or amount 

Risks and uncertainties 
• Be specific about the material risks and uncertainties the issuer is facing, including 

significance and impact
• Update risk disclosures when circumstances change

Liquidity and
capital resources 

• Provide insight beyond the numbers by discussing material cash requirements, 
explaining how liquidity obligations have been settled or will be settled – Avoid 
general statements

• Be specific about the periods to which your discussion applies

MD&A Section Reminders
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OSC staff notice 51-728 – Non-GAAP reminders
Securities reminders (cont’d)
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Technology and
biotechnology issuers
Eg., EBITA and Adjusted EBITA
• Concerns regards the appropriateness of the 

adjustments being made 

• It would be misleading to exclude amounts for 
items other than interest, taxes, depreciation
and amortization

• Non-GAAP financial measures generally should 
not describe adjustments as non-recurring, 
infrequent or unusual, when a similar loss or gain 
is reasonably likely to occur within the next two 
years or occurred during the prior two years

Mining issuers
Eg., Production costs at producing mines and 
free cash flow at development projects 

• Apply measures consistently from period to 
period and across documents

• Provide a clear explanation of how the measure 
is calculated

• Where non-GAAP financial measures are in non-
continuous disclosure documents (e.g., an 
investor presentation) – should be consistent 
with the non-GAAP financial measures disclosed 
in continuous disclosure filings

Real estate issuers 
Eg., FFO and AFFO
• Concerns regarding the prominence of these non-GAAP 

financial measures

• Unclear adjustments being made in deriving these non-
GAAP financial measures

• Improvements can still be made to enhance the 
transparency of REIT distribution disclosures when 
payout ratios are used
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Issue-oriented review staff notices published in fiscal 2017
Securities reminders (cont’d)

Staff notice Observation
CSA Multilateral Staff Notice 51-
347 Disclosure of Cyber Security 
Risks and Incidents

To the extent that it is determined that cyber security risk is a 
material risk, reporting issuers are reminded to provide risk 
disclosure that is as detailed and entity specific as possible

CSA Staff Notice 51-348 Staff’s 
Review of Social Media Used by 
Reporting Issuers 

Reporting issuers need to improve the quality of their social media 
disclosures to comply with NI 51-102 to prevent unbalanced, 
misleading or selective disclosures

CSA Multilateral Staff Notice 51-
349 Report on the Review of 
Investment Entities and Guide for 
Disclosure Improvements 

Reporting issuers need to improve their disclosures under IFRS 
10, Consolidated financial statements as well as to provide more 
fulsome and entity-specific information to investors

CSA Multilateral Staff Notice 58-
308 Staff Review of Women on 
Boards and in Executive Officer 
Positions - Compliance with NI 58-
101 Disclosure of Corporate 
Governance Practices

Non-venture issuers need to have policies regarding the 
representation of women on their board and in executive officer 
positions or explain reasons for not having such policies in place
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For more information refer to OSC Staff Notice 51-728 Corporate Finance Branch 2016-2017 Annual Report: 
http://www.osc.gov.on.ca/en/SecuritiesLaw_sn_20170921_51-728_cf-rpt.htm

http://www.osc.gov.on.ca/en/SecuritiesLaw_sn_20170921_51-728_cf-rpt.htm
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Top 10 topics in 2017 SEC comment letters
Results of SEC regulatory reviews
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1. Non-GAAP measures

2. MD&A (results of operations, critical accounting policies 
and estimates, liquidity, contractual obligations, early 
warning disclosures and income tax discloses)

3. Fair value

4. Segment reporting

5. Revenue recognition

6. Intangible assets and goodwill

7. Income taxes

8. State sponsors of terrorism

9. Signatures, exhibits, or agreements

10.Acquisitions, mergers, and business combinations

For more information refer to: https://www.iasplus.com/en-us/publications/us/sec-cl/2017?id=en-us: 

https://www.iasplus.com/en-us/publications/us/sec-cl/2017?id=en-us:
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Auditor reporting update
New and revised auditor 
reporting standards – CAS and 
PCAOB
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Final Canadian Auditing Standards (CAS) on auditor 
reporting issued

• In April 2017, the Canadian Auditing and Assurance Standards Board (AASB) approved new and revised 
auditor reporting standards effective for audits of financial statements for periods ending on or 
after December 15, 2018

• The most significant changes made relate to the following four standards:

− Revised CAS 700, Forming an Opinion and Reporting on Financial Statements

− New CAS 701, Communicating Key Audit Matters in the Independent Auditor’s Report

− Revised CAS 720, The Auditor’s Responsibilities Relating to Other Information

− Revised CAS 570, Going Concern

• These CASs are based on the new and revised International Standards on Auditing (ISAs) however, there 
are two significant differences from the International Auditing and Assurance Standards Board’s 
(IAASB) published standards – the effective date and applicability of Key Audit Matters (KAM)

−KAM are communicated in the auditor’s report only when required by law or regulation or the auditor 
decides to do so (NOT required for listed entities)

−Stay abreast of potential changes related to KAM reporting
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Key changes to the CAS auditor’s report

Opinion first • Opinion section required to be presented first, followed by the Basis for Opinion 
section

Going concern 
(if applicable)

• Separate section under the heading “Material Uncertainty Relating to Going 
Concern” when a disclosed material uncertainty exists

• Description of the responsibilities of management and auditor for going concern
• Need to challenge adequacy of disclosures for “close calls”

Independence
• An explicit statement of the auditor's independence in accordance with relevant 

ethical responsibilities and the auditor’s fulfillment of other ethical 
responsibilities

Roles and 
responsibilities

• Enhanced description of the responsibilities of the auditor and key features of 
an audit

• Identification of management/Those Charged with Governance (TCWG) and their 
responsibility for the oversight of the financial reporting process

Other information

• Explains management’s responsibility for the other information
• Identifies the other information obtained or expected to be obtained
• Explains the auditor’s responsibilities and work effort in relation to other 

information
• Either there is nothing to report or there is a statement describing any 

uncorrected material misstatements

Key audit matters 
(if applicable) • New section to communicate key audit matters 

Name of partner
(listed entities only) • Disclosure of the name of the engagement partner

34Deloitte perspectives on financial accounting and reporting
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The process for identifying KAMs

Key audit matters are those matters that, in the auditor’s professional judgment, were of most 
significance in the audit of the entity’s financial statements of the current period.
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Consider

• Significant risks areas most 
susceptible to misstatements

• Areas that involve significant 
management judgment, 
including accounting estimates

• Significant events or 
transactions during the year

Matters communicated with TCWG

Matters that require significant 
auditor attention

Matters of most 
significance

Key 
Audit 

Matters

Auditor judgment
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Questions to start thinking about….

Going concern

• What is management’s process for evaluating going concern?

• Does management have supporting documentation in place to support their going concern assessment?

• Do the disclosures include all information relevant to users, particularly for “close call” situations?

Other information

• Have you considered what would constitute “other information” ?

• When will the “other information” be available to the auditor?

• Is the “other information” consistent with the financial statements?

Key audit matters (if applicable)

• What matters could potentially be KAMs?

• Are robust discussions being held between auditors and TCWG about areas in the audit where there are identified significant 
risks or areas where the auditor allocates significant time and effort?

• Do the disclosures include all information relevant to users and will the disclosures support the auditor’s description of
the KAMs? 

• Are TCWG satisfied with how management is currently addressing and disclosing these matters? 

• How will management and TCWG engage with the auditor as KAMs are identified and the auditor’s description of the KAMs are 
developed and finalized? 

• How will the timing of auditor communications with management and TCWG accommodate the discussion of KAMs?
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Final PCAOB standard on auditor reporting issued

On June 1, 2017, the PCAOB adopted a new auditing standard on the auditor’s report and related 
amendments to other standards (approved by the SEC on October 23, 2017)

• Phased-in effective dates:

1. All changes except for communication of Critical Audit Matters (CAMs)

− Audits of fiscal years ending on or after December 15, 2017

2. Communication of CAMs

− Audits of large accelerated filers (>U.S.$700M market capitalization): fiscal years ending on or after 
June 30, 2019

− Audits of all other companies: fiscal years ending on or after December 15, 2020

• Auditors may elect to comply with the new requirements before the effective date at any point after
SEC approval, so post October, 23, 2017
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“The new standard will make the auditor’s report more relevant, useful, and informative to investors and 
other financial statement users in light of the progress of history. The new standard will breathe new life 
into a formulaic reporting model.” 

James Doty, PCAOB Chairman
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CAS & PCAOB auditor report standards effective dates –
Not aligned

December 15, 2017
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New auditor reporting 
standards under ISA 

(includes KAM)

December 15, 2016

New auditor 
reporting 

standards under 
PCAOB 

(excluding CAM)

December 15, 2018

New auditor reporting 
standards under CAS 

(includes KAM 
if required)

June 30, 2019 December 15, 2020

CAM reporting for 
large accelerated 

filers under PCAOB 

CAM reporting for 
audits of all other 

entities 
under PCAOB 

Is a combined CAS and 
PCAOB opinion possible? 

December 15, 2017
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