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 With recomposing of the audit report, IAASB announce the 
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amendments in ISA 700, 705 and 706, as well as the new ISA 701 are 
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to carry out a research that will include the certified auditors in the Republic 
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eyes which will decrease the “expectation gap”. 
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 Introduction

 The current audit report can be categorized as short with strict 
terminology with limited understanding of non-auditors and non-accountants 
users as well as offer limited information about the auditor’s findings. 
The new audit report proposed with the latest changes of the International 
standards on Auditing is expecting to minimize the expectation gaps audit 
reports’ users.  The new look of the audit report should meet the users’ 
requirements for obtaining more information tailored to the specific audit of 
financial statements engagement. The paper is consisted of three parts. The 
first one is focused on the historical background of the statutory audit in the 
Republic of Macedonia. The second part defines the objective of the research 
and related questionnaire development and sample selection. In the third part 
are summarized the results of the conducted research and based on it are 
suggested alternative directions for future researches. 

1. HISTORICAL BACKGROUND OF STATUTORY AUDITING 
IN REPUBLIC OF MACEDONIA

In the period 1945-1991, Republic of Macedonia, as an integral part 
of SFRY, was building a plan economy. At that time, like in the other former 
socialist countries, audit profession was not developed in the Republic of 
Macedonia. Following the breakdown of SFRY in 1991, transition period in 
the Republic of Macedonia was marked with privatization of socially-owned 
enterprises. Carrying out just privatization was conditioned, among other 
things, by true and fair presentation of the financial statements. Unfortunately, 
despite the emphasized need for credibility in the presented statements, in 
the period 1991-1997, audit profession was in the margins of the transition 
process. First steps towards creating the necessary climate for establishing the 
audit profession were undertaken in the post–privatization period by adopting 
the Auditing Law in December 1997. Signing the Stabilization and Association 
Agreement (SAA) with the European Union and its Member States on 9 April 
2001 confirmed the decisiveness of the Republic of Macedonia to integrate 
in the European family. Not even the audit profession was resistant to the 
requirements for harmonization with the Acquis Communautaire. On the 
contrary, in a relatively short period of time, in September 2005, new Auditing 



Zorica Bozinovska Lazarevska, Marina Serafimoska Trpeska: The new audit report seen through the prism...

93

Law was adopted, fully harmonized with the Revised Eighth Company Law 
Directive. New Auditing Law introduced essential changes in the audit 
profession, which were assessed as a step forward in the EU integration 
processes. One of the changes was related to the introduction of Council 
for Advancement and Oversight of the Audit (CAOA) into the accounting 
infrastructure in the Republic of Macedonia. With the amendments of the 
Audit Law in December 2010, CAOA became regulatory body in the audit 
profession responsible for licensing certified auditors and audit firms, review 
of quality control system, review of transparency reports, etc. Paper segments 
below give more detailed presentation on the trends on the audit services 
market in the Republic of Macedonia, in the period 2007-2014. 

Under the Auditing Law dated 1997, conditions for creating the audit 
profession, with attributes immanent for the developed market economies, 
were established for the first time in the Republic of Macedonia. The Law 
defined for the first time the requirements for registration of audit firms as 
primary holders of audit activities. At the same time, the Law precisely stated 
the preliminary criteria to be met by individuals that wanted to become part 
of the audit profession. What was immanent for the environment in which 
the Law was adopted was the absence of strong professional association of 
accountants and auditors that could be the generator of changes. Association 
of Accountants, Financial Workers and Auditors, having tradition longer than 
half a century, remained passive at the time the foundations of the profession 
were laid down. Taking such trends in the accounting profession into account, 
delicate mission related to the creation of professional regulation in the audit 
profession under the Law was entrusted to the Ministry of Finance. Having 
in mind the fact that the Law expressed the commitment to accept and 
implement the international regulation as a substitute for the national one, 
in 1998 Ministry of Finance translated the IFAC’s International Standards 
on Auditing. One year later, Ministry of Finance translated IFAC’s Code 
of Ethics for Professional Accountants, which was accepted in the national 
profession in its original form and contents. 

In 2001, Minister of Finance adopted the training program for the 
potential candidates to pass the exam for acquiring the title of statutory auditor. 
Ministry of Finance also adopted the Rulebook on the Manner of Passing 
the Exam for Acquiring the Title of Statutory Auditor by precisely stating 
the exam criteria under the program. Logical continuation of the undertaken 
activities was for the Minister of Finance to be assigned the toughest task to 
appoint the Exam Commission. The first exam for acquiring the professional 
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title was held in December 2001, organized by the Ministry of Finance. 
By having two exam cycles annually (in May and December), nine exam 
cycles were carried out as of December 2005 inclusive, and the initial audit 
core, comprising 147 statutory auditors, was established. However, despite 
the generally created climate for introduction of the audit profession in the 
accounting infrastructure, the Law did not cover all aspects that were crucial 
for this profession. Part concerning the continuous professional development 
of individuals who acquired the title of statutory auditor remained fully 
unregulated. Basically, the Law left series of opened issues, the resolution 
of which became an imperative in the next several years. Resolving these 
issues initiated radical changes in the existing Auditing Law, which, after full 
7 years, was substituted with a new one in September 2005. 

In the meantime, on 9 April 2001, Republic of Macedonia became the 
first country in the region to sign the Stabilization and Association Agreement 
(SAA) with the European Union and its Member States. Parliament of the 
Republic of Macedonia ratified the SAA on 13 April 2001, thus confirming the 
strategic interest of the Republic of Macedonia and the political commitment 
for integration in the European structures. Article 68 of SAA clearly includes 
the obligations for harmonizing the national legislation with the Acquis 
Communautaire, creating own experience and guidelines in this process. On 
9 November 2005, the country was delivered positive Avis for the status of a 
candidate country, with detailed standards to be met.

The Avis clearly pointed out the need for the candidate country to 
meet the EU criteria, among which was the acceptance of 31 Chapters of 
the Acquis Communautaire. Adoption and implementation of the relevant 
components in Chapter 5 (Company Law) of the Acquis Communautaire 
pertaining to accounting and audit is the key part of all the activities 
envisaged in the Country Action Plan adopted in June 2005 by the Steering 
Committee appointed by the Government. In line with the commenced EU 
integration processes, enforcement of the new Auditing Law was to provide 
for a significant improvement of audit quality, as well as commencement 
of the process of approximation of the audit profession in the Republic of 
Macedonia to the European family.

Having in mind the fact that in the past period the term “self-
regulation” was unknown, primary task of the new Auditing Law was 
commencement of the process of deregulation of the audit profession. 
Deregulation was to contribute to transfer of the competences in the field of 
creating the professional regulation and certifying the statutory auditors from 
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the Ministry of Finance to the Institute for Certified Auditors established under 
this Law. More specifically, the Law envisages establishment of a professional 
association of statutory auditors with a wide range of obligations and 
responsibilities, having all statutory auditors and audit firms as its members. 
Assembly for the incorporation of the Institute for Certified Auditors of the 
Republic of Macedonia (hereinafter: ICARM) was held on 23 May 2006. 

Establishment of ICARM has opened new horizons for the statutory 
auditors in the Republic of Macedonia. In fact, establishment of ICARM 
caused avalanche of changes in the audit profession, in particular in the field 
of assessment of the quality of work of the statutory auditors and the audit 
firms, changes in the exam program for acquiring the title of statutory auditor, 
introduction of continuous professional development of statutory auditors, 
defining the requirement for the audit firms to present transparency report 
on annual basis, etc. Process of professional training and certification of 
statutory auditors by ICARM commenced in the course of 2009. In addition, 
training within the continuous professional development of statutory auditors 
was carried out for the first time in 2009, and thorough preparations were 
made for introduction of quality control over the operations of audit firms and 
statutory auditors. The first exam for certified auditors organised by ICARM 
took place in May 2010 and in a twice a year cycle, it has been conducted 
successfully up until now. In the meantime, in November 2013, the ICARM 
became a full member of IFAC. 

In the spirit of the current requirements for public oversight of the 
audit profession in December 2005 the Council for Advancement and Oversight 
of the Audit (hereinafter: CAOA) has been formed according criteria defined 
with article 7 from the Law and article 31 from the new Eighth Directive. 
ICARM, all audit companies and certified auditors - sole proprietors are 
subject to oversight carried out by the CAOA of the Republic of Macedonia. 
With the amendments in the Audit Law of December 2010, CAOA gained 
a status of a regulatory body responsible for licensing certified auditors and 
audit firms, review of quality control system, review of transparency reports, 
etc. In fact, for the purpose of advancement and oversight of auditing, the 
Government of the Republic of Macedonia, upon proposal by the Minister 
of Finance shall establish the CAOA, as an independent regulatory body, 
with public authorizations as prescribed by Audit law. The CAOA shall 
acquire status of legal entity with registration with the Registry of other 
legal entities, kept in the Central Registry of the Republic of Macedonia. 
The Council shall be responsible for its operation to the Government of the 
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Republic of Macedonia. The Council shall be composed of seven members. 
The Government of the Republic of Macedonia shall appoint the Chairperson 
and the members of the Council. The Chairperson of the Council shall be 
proposed by the Minister of Finance, and the other six members shall be 
proposed by the following institutions: 

•	 One representative from the National Bank of the Republic of 
Macedonia employed in the Supervision Department of NBRM,

•	 One representative from the Insurance Supervision Agency,
•	 One representative from the Securities Commission,
•	 One representative from the major business entities, and
•	 Two certified auditors nominated by the ICARM. (Assembly of the 

Republic of Macedonia, 2010)
 With a time gap of one year, the Council was constituted in 
January 2012. During 2012, the Council was working on establishing its own 
architecture drafting the constitutional acts and was not able to commence the 
process of licensing the statutory auditors and the audit firms. Because of that, 
the audit firms and statutory auditors – sole proprietors existed on the market 
without having working licenses. Licences issuance was one of the priority 
tasks envisaged in the Council’s Annual Programme for 2013.
 According to Article 8 of the Audit Law, in March 2013 the CAOA 
commenced the process of licensing certified auditors, audit firms and 
certified auditors – sole proprietors. By October 2014 inclusive, according 
to the ICARM Register, the audit profession in the Republic of Macedonia 
is consisted of 180 licensed certified auditors, 26 licensed audit firms and 
11 licensed certified auditors – sole proprietors. Regardless of the fact that 
it is a matter of a small-scale profession, compared to the other EU Member 
States, we consider that conducted research will send the message to the 
licensed auditors in the Republic of Macedonia and their perception on the 
improvements of the audit report suggested by IAASB.

2. OBJECTIVES OF THE RESEARCH AND A 
QUESTIONNAIRE DEVELOPMENT 

 On 25 July 2013, the International Auditing and Assurance 
Standards Board (hereinafter: IAASB) issued new and revised International 
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Standards on Auditing (hereinafter: ISAs) to implement improved auditor 
reporting. To the proposed amendments preceded the publication of IAASB 
Consultation Paper: Enhancing the Value of Auditor Reporting: Exploring 
Options for Change (issued May 2011) along with the replies from 139 
relevant professional associations and authorities all around the world. For 
the purpose of this paper we reviewed the discussion document as well as 
part of the replies that helped us to locate the key issues which reinforced the 
debate in the audit profession.
 When creating the questionnaire also helped us The European 
Federation of Accountants and Auditors for SMEs (“EFAA”) Survey on 
IAASB Auditor Reporting Standards Proposals from March 2014. We also 
took into consideration the research by KPMG titled Audit Committees’ and 
auditors’ reports – A survey of December year – ends under the new reporting 
May 2014. 
 From the point of view of the proposed improvements in the 
standard report and inclusion of an open reporting form, we found useful the 
information from the researches made by Maastricht Accounting, Auditing 
and Information Management Research Center (MARC) titled A Framework 
for Extended Audit Reporting from 1 July 2011 and The Value of Audit from 
1 March 2010. 
 As previously stated, the audit profession in the Republic of 
Macedonia is consisted of 180 licensed certified auditors, members of ICARM. 
On the audit market there were 26 audit firms out of which the Big Four, audit 
firms that are part of the international network (BDO, Grant Thornton, Moore 
Stephens, Bakker Tilly International) and local audit firms, that due to great 
fluctuations absorbed at most 80 licensed auditors. The remainder of certified 
auditors work in the internal audit departments in the banks, internal audits in 
corporate sector, public sector, academic environment and other working posts. 
 Our research was based on three main objectives:

•	 All licensed certified auditors to get acquainted with the current 
amendments in the profess bsional regulation, regardless if they are 
practitioners or auditors in other institutions.  

•	 To explore their views on the issue if the recomposed report will add 
higher value for the decision making process of the users (especially 
the additional information related to the requirement for disclosure of 
key audit issues). 

•	 To see their perception regarding the issue if the changes in the audit 
report would influence on improvement of the audit quality.
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 When creating the questionnaire we started from the key aspects of 
ISA 700 Forming an Opinion and Reporting on Financial Statements and ISA 
701 Communicating Key Audit Matters in the Independent Auditor’s Report 
taking into account that it is a matter of regulation published in June 2014 and 
the short time for the research. 
 In the introducing part we stated the fact that the most significant 
changes aim to increase the transparency in the audit process and to offer an 
understanding of the auditor’s professional judgment by reporting for “key 
audit matters”. The greatest benefit of the initiated amendments of the form 
and content of the audit report are expected to have the investors, creditors, 
shareholders, analysts and other users of the audit report. IAASB believes 
that the re-composition of the audit report will have a positive impact on the 
financial reporting. Finally, the new look of the audit report should add value 
to the audit. Our research has been inspired by the initiated amendments of 
the ISA 700 and is focused on the amendments that are mandatory for ALL 
audit reports, as well as to the ones in which it is left to the auditor to decide 
on offering more information. 
 In continuance of the questionnaire we introduced to the auditors the 
new schedule of the elements of the report for forming opinion and reporting 
on financial reports. Namely, according to the suggested ISA 700 the elements 
in the audit report are scheduled as follows:  

•	 Title
•	 Addressee
•	 Auditor’s Opinion
•	 Basis for Opinion
•	 Going Concern
•	 Key Audit Matters
•	 Other Information 
•	 Responsibilities for the Financial Statements
•	 Auditor’s Responsibilities for the Audit of the Financial Statements 
•	 Other Reporting Responsibilities
•	 Name of the Engagement Partner
•	 Signature of the Auditor
•	 Date of the Auditor’s Report (IFAC, 2014) 
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 Because of the anonymity of the research when constructing the 
questions we started with identification of the company where the respondent 
works, more precisely if he/ she is a certified auditor active in practice or 
works on other working tasks and if so, in what kind of institution and on 
what kind of engagement.  
 Due to the fact that the most important amendment (amongst others) 
is the new paragraph for going concern whereas the paragraph for key audit 
matters is mandatory only for public interest entities, part of the questions 
are related to these amendments. We asked for an opinion as well on the 
statement of the auditor for independence that should identify the relevant 
ethical requirements and on the additional statement that should be related to 
whether the auditor has fulfilled relevant responsibilities required by the Code 
of Ethics. For us it was especially important to hear the voice of the profession 
regarding the requirement for disclosure of the name of the engagement 
partner. Finally after all the questions related to the initiated amendments in 
the report, we asked the respondents to state whether the new requirements 
increase the communication value of the report, whether they are in favor to 
a more detailed information for the reader, whether they improve the audit 
quality, whether they influence on the increased time for its writing and 
finally whether it will increase the price of the audit service. For more detailed 
information on the contents of ISA 700 and ISA 701, the respondents were 
directed to the relevant websites. After certain key questions, the respondents 
were left an alternative to present more detailed information if they can. At 
the same time, the respondents were encouraged to emphasize their personal 
perceptions and attitudes towards the separate questions. The integral text of 
the questionnaire is given in attachment to the paper.   

3. RESEARCH APPROACH TO ANALYZING RESPONSES AND 
RESULTS 

As it is stated earlier in the study, the main purpose of the study is 
to provide empirical evidence on certified auditors’ perceptions about latest 
proposed ISA 700. Some of the questions in web based questionnaire were 
adapted from European Federation of Accountants and Auditors Survey 
and was send to 172 certified auditors in the Republic of Macedonia. 
Participants received an invitation email that provided a link to the survey. 
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After second reminding by email 63 responses are received, or 36,6 response 
rate. Certified auditors are coded and categorized according to their current 
practical experience and place of work as auditors in “Big Four” (12), other 
international audit group (17), local audit firms (11), external auditors who 
work individually (3) and other (banks, insurance companies, consultancy 
firms, university, public companies) (20). The survey was intended to take 
no more than 10 minutes. Most of the questions (except introductory and 
preliminary questions) were answered on Likert scale from 1 to 5 where 1 is 
totally disagree and 5 is totally agree. Introductory and preliminary questions 
include where the certified auditors work (1 and 2 questions) and which 
services they are providing (3 question) in order to research the differences in 
views, for example, certified auditors in audit practice and certified auditors 
engaged in other activities (internal audit, bookkeeping, education etc.).
It is important to mention the results of the forth question – “As certified 
auditor do you agree that current standardized report is enough informative 
for the end users?”. 42% of the certified auditors who are not engaged to 
practice external audit consider that the standardized current report is enough 
informative, and only 26% consider that it is not enough informative, and 
the remain respondents are uncertain. The situation with certified auditors 
engaged in audit practice is quite different – only 34% consider the current 
statement as informative, while 43% consider the current statement as non-
informative, and the remain are uncertain. It is important to mention that 
majority of certified auditors working for “Big fours’s” (62%) consider the 
standardized current statement as enough informative and only 23% consider 
it as not enough informative. 
Beside these question, 20 more questions were asked with responses on the 
Likert scale from 1 to 5 where 1 is fully disagree and 5 is fully agree. These 
questions are given in the Table 1 and in further analysis for the process 
simplification only the number of the question is given. 

Num.  Question N Min Max Sum Mean Std. 
Dev.

5

The initiative of the International Auditing and 
Assurance Standards Board (IAASB) about recom-
posing standard report will meet the expectations 
of the investors, shareholders, creditors and other 
users of the audit report in the RM.

63 1 5 220 3.49 .821

6
The open form of the audit report with more infor-
mation related with the audit process will enable 
tightening of expectation gap.

63 2 5 230 3.65 .826



Zorica Bozinovska Lazarevska, Marina Serafimoska Trpeska: The new audit report seen through the prism...

101

7
Standardized information (for example, paragraphs 
with auditors’ and managers’ responsibilities) 
should remain in the auditor’s report. 

63 1 5 288 4.57 .797

8
Standardized information (for example, paragraphs 
with auditors’ and managers’ responsibilities) 
should be relocated to the client’s website?

63 1 5 127 2.02 1.225

9

Standardized information (for example, paragraphs 
with auditors’ and managers’ responsibilities) 
should be relocated to the appendix of the auditor’s 
report?

63 1 5 130 2.06 1.268

10 The new layout of auditors report elements contrib-
ute to greater visual clarity. 63 1 5 230 3.65 .806

11
Relocation of the paragraph with the expressed 
opinion at the beginning of the report will increase 
its informative and communicative value. 

63 1 5 223 3.54 1.175

12

The paragraph with explanation of the basis about 
expressed opinion which follow the paragraph with 
expressed opinion increases its informative power 
and offer more information about auditor’s profes-
sional judgment in choosing the form of expressed 
opinion. 

63 1 5 249 3.95 1.023

13

With more extensive explanation of auditor’s inde-
pendence, the perception of the report users about 
consistency on the auditor with the IFAC Code of 
Ethics is improved. 

63 1 5 246 3.90 .979

14

What is your opinion about requirement of the pro-
posed ISA 700 that auditors should make an explicit 
statement on going concern even where there is no 
problem with going concern? 

63 1 5 225 3.57 1.228

15
Losing the emphasis of matter paragraph option for 
problematic going concern as it would be reported 
as part of the going concern section. 

63 1 5 239 3.79 1.138

16

As certified auditors what is your opinion about the 
responsibility of disclosure of key audit matters, in 
separate paragraph, only to be mandatory for listed 
entities?

63 1 5 213 3.38 1.288

17

In case the requirement for disclosure of key audit 
matter to do not be mandatory only for listed en-
tities, do you agree that would be useful the same 
paragraph to be part of the auditor’s report for big 
non-listed entities?

63 1 5 246 3.90 1.214

18

In case the requirement for disclosure of key audit 
matter to do not be mandatory only for listed en-
tities, do you agree that would be useful the same 
paragraph to be part of the auditor’s report for 
small and medium entities?

63 1 5 210 3.33 1.426
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19

Reporting significant risk to those charged with 
governance at the planning stage of the audit in 
accordance with the new requirements of ISA 700 is 
practical challenges for auditors. 

63 1 5 238 3.78 .941

20
Greater audit transparency in accordance with ISA 
700 and ISA 701 will improve communicative value 
of the auditor’s report. 

63 1 5 248 3.94 .931

21

Greater attention which is required from the man-
agement and those responsible for disclosure gov-
ernance in the financial statements which revoke 
the auditor in his statement (for example, key audit 
matter, going concern) will contribute for increased 
quality of the financial reporting. 

63 2 5 267 4.24 .837

22

Replacement the focus of the auditor’s attention 
about the matters he report, indirectly will increase 
auditor’s professional skepticism what will lead to 
improved audit quality. 

63 1 5 236 3.75 1.077

23
The new requirements of ISA 700 and ISA 701 will 
absorb more auditor’s time in the stage of prepar-
ing and writing report? 

63 2 5 263 4.17 .925

24 The new requirements of ISA 700 and ISA 701 will 
increase the fee for financial statements audit. 63 1 5 206 3.27 1.125

Table 1 Descriptive statistics of the responses

 1* 2* 3* 4* 5* Total

5. The iniciative of the International Au-
diting and Assurance Standards Board 
(IAASB) about recomposing standard 
report will meet the expectations of 
the investors, shareholders, creditors 
and other users of the audit report in 
the Republic of Macedonia.

1 
(1,6%)

2 
(3,2%)

33 
(52,4%)

19 
(30,2%)

8 
(12,7%)

63 
(100,0)

6. The open form of the audit report 
with more information related with the 
audit process will enable tightening of 
expectation gap.

0 (0%) 5 
(7,9%)

21 
(33,3%)

28 
(44,4%)

9 
(14,3%)

63 
(100,0)

7. Standardized information (for 
expample, paragraphs with auditors’ 
and managers’ responsibilities) should 
remain in the auditor’s report. 

1 
(1,6%)

1 
(1,6%) 3 (4,8%) 14 

(22,2%)
44 
(69,8%)

63 
(100,0)

8.Standardized information (for ex-
ample, paragraphs with auditors’ and 
managers’ responsibilities) should be 
relocated to the client’s website?

29 
(46,0%)

16 
(25,4%)

11 
(17,5%) 2 (3,2%) 5 (7,9%) 63 

(100,0)



Zorica Bozinovska Lazarevska, Marina Serafimoska Trpeska: The new audit report seen through the prism...

103

9.Standardized information (for 
example, paragraphs with auditors’ 
and managers’ responsibilities) should 
be relocated to the appendix of the 
auditor’s report?

30 
(47,6%)

13 
(20,6%)

10 
(15,9%) 6 (9,5%) 4 (6,3%) 63 

(100,0)

10. The new layout of auditors report 
elements contribute to greater visual 
clarity. 

1 
(1,6%)

3 
(4,8%)

20 
(31,7%)

32 
(50,8%)

7 
(11,1%)

63 
(100,0)

11. Relocation of the paragraph with 
the expressed opinion at the beginning 
of the report will increase its informa-
tive and communicative value. 

6 
(9,5%)

6 
(9,5%)

10 
(15,9%)

30 
(47,6%)

11 
(17,5%)

63 
(100,0)

12. The paragraph with explanation 
of the basis about expressed opinion 
which follow the paragraph with ex-
pressed opinion increases its informa-
tive power and offer more information 
about auditor’s professional judgment 
in choosing the form of expressed 
opinion. 

3 
(4,8%)

2 
(3,2%)

10 
(15,9%)

28 
(44,4%)

20 
(31,7%)

63 
(100,0)

13. With more extensive explanation of 
auditor’s independence, the perception 
of the report users about consistency 
on the auditor with the IFAC Code of 
Ethics is improved. 

2 
(3,2%)

3 
(4,8%)

12 
(19,0%)

28 
(44,4%)

18 
(28,6%)

63 
(100,0)

14. What is your opinion about 
requirement of the proposed ISA 700 
that auditors should make an explicit 
statement on going concern even 
where there is no problem with going 
concern? 

5 
(7,9%)

7 
(11,1%)

15 
(23,8%)

19 
(30,2%)

17 
(27,0%)

63 
(100,0)

15. Losing the emphasis of matter 
paragraph option for problematic going 
concern as it would be reported as part 
of the going concern section. 

3 
(4,8%)

7 
(11,1%) 9 (14,3%) 25 

(39,7%)
19 
(30,2%)

63 
(100,0)

16. As certified auditors what is your 
opinion about the responsibility of  
desclosure of key audit matters, in sep-
arate paragraph, only to be  mandatory 
for listed entities?

7 
(11,1%)

8 
(12,7%)

17 
(27,0%)

16 
(25,4%)

15 
(23,8%)

63 
(100,0)

17. In case the requirement for dis-
closure of key audit matter to do not 
be mandatory only for listed entities, 
do you agree that would be useful the 
same paragraph to be part of the audi-
tor’s report for big non-listed entities?

5 
(7,9%)

4 
(6,3%) 7 (11,1%) 23 

(36,5%)
24 
(38,1%)

63 
(100,0)
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18. In case the requirement for dis-
closure of key audit matter to do not 
be mandatory only for listed entities, 
do you agree that would be useful 
the same paragraph to be part of the 
auditor’s report for small and medium 
entities?

11 
(17,5%)

6 
(9,5%)

14 
(22,2%)

15 
(23,8%)

17 
(27,0%)

63 
(100,0)

19. Reporting significant risk to those 
charged with governance at the plan-
ning stage of the audit in accordance 
with the new requirements of ISA 700 
is practical challenges for auditors. 

1 
(1,6%)

1 
(1,6%)

27 
(42,9%)

16 
(25,4%)

18 
(28,6%)

63 
(100,0)

20. Greater audit transparency in ac-
cordance with ISA 700 and ISA 701 will 
improve communicative value of the 
auditor’s report. 

2 
(3,2%)

1 
(1,6%)

14 
(22,2%)

28 
(44,4%)

18 
(28,6%)

63 
(100,0)

21. Greater attention which is required 
from the management and those re-
sponsible for disclosure governance in 
the financial statements which revoke 
the auditor in his statement (for exam-
ple, key audit matter, going concern) 
will contribute for increased quality of 
the financial reporting. 

0 (0%) 3 
(4,8%) 7 (11,1%) 25 

(39,7%)
28 
(44,4%)

63 
(100,0)

22. Replacement the focus of the au-
ditor’s attention about the matters he 
report, indirectly will increase auditor’s 
professional skepticism what will lead 
to improved audit quality. 

4 
(6,3%)

3 
(4,8%)

13 
(20,6%)

28 
(44,4%)

15 
(23,8%)

63 
(100,0)

23. The new requirements of ISA 700 
and ISA 701 will absorb more auditor’s 
time in the stage of preparing and 
writing report? 

0(0%) 3 
(4,8%)

13 
(20,6%)

17 
(27,0%)

30 
(47,6%)

63 
(100,0)

24. The new requirements of ISA 700 
and ISA 701 will increase the fee for 
financial statements audit.

6 
(9,5%)

6 
(9,5%)

25 
(39,7%)

17 
(27,0%)

9 
(14,3%)

63 
(100,0)

* 1 = Totally disagree; 2 = Disagree; 3 = Uncertain; 4 = Agree; 5 = Totally agree

Table 2 Descriptive statistics about frequencies of each question

 Meeting expectations of stakeholders

Regarding Question 5 about meeting the expectations of the investors, 
shareholders, creditors and other users of the audit report in the Republic of 
Macedonia, 42,9% agree or totally agree that the initiative of IAASB will 
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meet the stakeholders’ expectations. The mean response for this question is 
3,49. Post hoc comparisons using Scheffe’s test show that certified auditors 
engaged in practice other than external audit (mean = 3,85) strongly believe 
that the IAASB’s initiative will meet the stakeholders’ expectations than 
external auditors engaged in big four audit firms (mean = 3,0) with significance 
of p = 0,075.

Question 6 regarding closing the expectation gap with mean of 3,65. 
58,7% of respondents agree or fully agree that the open form of the audit 
report with more information related with the audit process will enable closing 
of expectation gap.

 Standardized report

There were three questions about the location of the standardized 
information regarding auditors and management responsibilities. The 
question 7 that standardized information should remain in the auditor’s report 
has mean of 4,57 which indicate that almost all responders fully agree that 
these information should remain in the auditor’s report and do not have to be 
relocated to the company’s web page and auditor’s report appendix (with mean 
2,02 and 2,06 respectively). 92% of responders agree with these statement.

 Improving visual clarity of auditor’s report 

Question 10 regarding that the new layout of auditors report elements 
will contribute to greater visual clarity has a mean of 3,65 or 69,1% agree or 
fully agree with this statement. 

Question 11 about relocation of the paragraph with the expressed 
opinion at the beginning of the report will increase its informative and 
communicative value has a mean of 3,54 and 65,1% agree or fully agree 
responses. What is important to mention about this question is the significant 
difference between group (p = 0,000) and the auditors engaged in practice 
other than audit (mean = 4,05), individual auditors (mean = 5) and auditors 
engaged in local audit firms (mean = 4) agree more with this statement in 
comparison with auditors engaged in international audit firms – big four 
(mean = 3) and other (mean = 2, 76).
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Question 12 about the paragraph with explanation of the basis about 
expressed opinion which follow the paragraph with expressed opinion 
increases its informative power and offer more information about auditor’s 
professional judgment in choosing the form of expressed opinion has mean 
of 3,95 and 76,1% of agreement or fully agreement with this statement. There 
is no significant differences between the group.

 Statement of independence

The question (13) was structured as a way that the independence 
paragraph will improve the user’s perception about compliance of auditor’s 
report with code of ethics. The mean of this question is 3,9 with 73% 
responses of agree and fully agree, and only 8% answered with do not agree 
and fully disagree. There is no significant differences between groups. This 
is indication that the paragraph for independence increase the perception of 
performing audit in accordance with IFAC Code of Ethics.

 Going concern paragraph

Question 14 and 15 related with going concern paragraph have means 
of 3,57 and 3,79 respectively. There is also significant difference (p = 0,001)
of means between groups. For question 14, auditor engaged in big four, other 
international audit group and individual auditors agree less than auditors 
engaged in local audit firms and auditors engaged in practice other than audit 
that there should be a mandatory paragraph for going concern even when 
there is no problems with going concern matters. 

 Key audit matters

Questions 16, 17 and 18 are related with including key audit matters 
in separate paragraph and it to be mandatory for listed companies (question 
16), big non-listed companies (question 17) and small and medium companies 
(question 18) with means of 3,38, 3,90 and 3,33 respectively. For question 
16 there is no significant difference between groups. For question 17 it is 
important to emphasis that the responses from auditors engaged in practice 
other than auditing (banks, listed companies, education, insurance) has mean 
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of 4,5 and almost fully agree about this statement. The similar situation could 
be seen in question 18 where auditors engaged in practice other than auditing 
agree about including the paragraph with key audit matters in reports for small 
and medium firms, mostly because these auditors work in such companies. 
The Question 19 about reporting significant risk to those charged 

Groups Questions

5 6 7 8 9 10 11 12 13 14

Big 
Four

N 12 12 12 12 12 12 12 12 12 12

Mean 3.00a 3.33 4.83 1.83 2.00 3.08 3.00 3.42 3.83 3.25

Std. 
Devia-
tion

.426 .651 .389 1.267 1.477 .900 1.279 1.240 .835 1.288

% of 
Total 
N

19.0% 19.0% 19.0% 19.0% 19.0% 19.0% 19.0% 19.0% 19.0% 19.0%

Other 
Interna-
tional 
Audit 
Group

N 17 17 17 17 17 17 17 17 17 17

Mean 3.29 3.53 4.71 1.76 1.76 3.65 2.76 3.76 3.65 2.94

Std. 
Devia-
tion

1.047 1.007 .470 1.200 1.300 .786 1.251 1.348 1.222 1.197

% of 
Total 
N

27.0% 27.0% 27.0% 27.0% 27.0% 27.0% 27.0% 27.0% 27.0% 27.0%

Local 
audit 
firms

N 11 11 11 11 11 11 11 11 11 11

Mean 3.73 4.09 4.45 1.91 2.09 3.73 4.00 4.00 4.18 3.73

Std. 
Devia-
tion

.467 .539 1.214 1.221 1.221 .786 .775 .447 .751 1.104

% of 
Total 
N

17.5% 17.5% 17.5% 17.5% 17.5% 17.5% 17.5% 17.5% 17.5% 17.5%

Indi-
vidual 
Audi-
tors

N 3 3 3 3 3 3 3 3 3 3

Mean 3.33 3.00 5.00 3.00 2.67 4.33 5.00 4.67 3.33 2.33

Std. 
Devia-
tion

.577 1.000 0.000 2.000 2.082 1.155 0.000 .577 2.082 1.155

% of 
Total 
N

4.8% 4.8% 4.8% 4.8% 4.8% 4.8% 4.8% 4.8% 4.8% 4.8%
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Other

N 20 20 20 20 20 20 20 20 20 20

Mean 3.85a 3.80 4.30 2.25 2.25 3.85 4.05 4.30 4.10 4.40

Std. 
Devia-
tion

.813 .768 .923 1.118 1.070 .587 .686 .657 .718 .754

% of 
Total 
N

31.7% 31.7% 31.7% 31.7% 31.7% 31.7% 31.7% 31.7% 31.7% 31.7%

Total

N 63 63 63 63 63 63 63 63 63 63

Mean 3.49 3.65 4.57 2.02 2.06 3.65 3.54 3.95 3.90 3.57

Std. 
Devia-
tion

.821 .826 .797 1.225 1.268 .806 1.175 1.023 .979 1.228

% of 
Total 
N

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Between groups 
(F-ratio)

2,830** 2,079*** 1,327 0,929 0,506 2,595** 6,909* 2,045*** 0,984 5,768*

*, ** and *** denote significance at the 0,01, 0,05 and 0,1 respectively

Table 3 Analysis of the variance based on different groups of certified 
auditors engaged in different practice
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Groups 15 16 17 18 20 21 22 23 24 25

Big Four N 12 12 12 12 12 12 12 12 12 12

Mean 3.75 3.42 3.33 2.58 4.08 3.75 3.83 3.42 4.50 3.58

Std. Devia-
tion

1.055 1.443 1.557 1.443 .900 .965 1.193 1.084 .674 1.240

% of Total N 19.0% 19.0% 19.0% 19.0% 19.0% 19.0% 19.0% 19.0% 19.0% 19.0%

Other 
Inetrna-
tional 
Audit 
Group

N 17 17 17 17 17 17 17 17 17 17

Mean 3.29 3.12 4.00 3.53 3.41 3.71 4.12 3.41 4.29 2.76

Std. Devia-
tion

1.404 1.495 1.118 1.375 1.004 .985 .928 1.326 .920 1.300

% of Total N 27.0% 27.0% 27.0% 27.0% 27.0% 27.0% 27.0% 27.0% 27.0% 27.0%

Local 
audit 
firms

N 11 11 11 11 11 11 11 11 11 11

Mean 3.36 3.73 3.55 2.91 3.55 4.09 4.18 4.18 4.09 3.45

Std. Devia-
tion

1.027 1.191 1.293 1.514 .934 .701 .603 .751 1.044 1.036

% of Total N 17.5% 17.5% 17.5% 17.5% 17.5% 17.5% 17.5% 17.5% 17.5% 17.5%

Indi-
vidual 
Auditors

N 3 3 3 3 3 3 3 3 3 3

Mean 4.00 3.67 3.00 2.33 3.67 3.33 4.67 2.33 3.67 2.33

Std. Devia-
tion

1.000 1.528 2.000 2.309 1.155 2.082 .577 1.155 1.155 1.155

% of Total N 4.8% 4.8% 4.8% 4.8% 4.8% 4.8% 4.8% 4.8% 4.8% 4.8%

Other N 20 20 20 20 20 20 20 20 20 20

Mean 4.45 3.35 4.50 4.00 4.05 4.25 4.55 4.20 4.00 3.55

Std. Devia-
tion

.686 1.089 .513 .973 .826 .716 .510 .616 .973 .759

% of Total N 31.7% 31.7% 31.7% 31.7% 31.7% 31.7% 31.7% 31.7% 31.7% 31.7%

Total N 63 63 63 63 63 63 63 63 63 63

Mean 3.79 3.38 3.90 3.33 3.78 3.94 4.24 3.75 4.17 3.27

Std. Devia-
tion

1.138 1.288 1.214 1.426 .941 .931 .837 1.077 .925 1.125

% of Total N 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Between groups 3,342** 0,402 2,854** 2,945** 1,618 1,370 1,778 3,494* 0,861 2,142***

*, ** and *** denote significance at the 0,01, 0,05 and 0,1 respectively
Table 3 (continue) Analysis of the variance based on different groups of certified auditors 

engaged in different practice
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with governance at the planning stage of the audit in accordance with the new 
requirements of ISA 700 is practical challenges for auditors has mean of 3,78 
with 54% responses for agree or fully agree and 42,9% uncertain responses.

 Auditor’s report and financial statements quality

Question 20 is about improving communicative value of the auditor’s 
report through greater audit transparency in accordance with ISA 700 and ISA 
701 has mean of 3,94 and 73% response with agree or fully agree and only 
4,8% disagree or fully disagree. There is no significant difference between 
groups.

Question 21 about greater attention on that matters that auditors use in 
their work will increase the quality of financial reporting has mean of 4,24 and 
no significant difference between groups what means that almost all certified 
auditors believe that open and wide auditor’s report will contribute to better 
financial reporting. 

Question 22 indicate that the audit quality will be increased by 
replacement of the focus of auditor’s attention (68,2%).

 Auditor’s time and fee

Almost all auditors agree that the new requirements according to 
the new proposed ISA 700 will require more auditor’s time (mean = 4,19) 
and there is no difference between groups but it will not necessarily lead to 
increased audit fee with mean of 3,27 and 39,7% uncertain answers. There is 
significant difference between group with p = 0,087 but the difference comes 
from the group of individual auditors who are only 3 and who believe that the 
audit fee should be increased.

Conclusion

After different periods and stages of developing audit profession 
in the Republic of Macedonia, there is well developed and self-regulated 
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audit profession with 180 certified auditors and presence of most important 
international audit networks. These certified auditors were included in this 
research in order to assess their perception about the changes in the new ISA 
700. In the study were included all certified auditors regardless of the type 
of their engagements and even more with ANOVA approach the difference 
between groups was tested. First of all, kind of surprisingly results were that 
certified auditors in Big Four and auditors engaged in the practice other than 
auditing answer that they consider the current standardized audit report as 
enough informative (62% and 42%). 

It is important to emphasis that, in general, certified auditors answer 
positively on the changes in the proposed ISA 700. It means that the new form 
of the audit report will meet the stakeholders’ expectations and will contribute 
to closing expectation gap. Also there is a high agreement that standardized 
information about auditor’s and management responsibilities should remain in 
the auditor’s report. Certified auditors are uniform about improving the visual 
clarity of the auditor’s report as well as that paragraph with explanation of 
the basis about expressed opinion which follow the paragraph with expressed 
opinion increases its informative power and offer more information about 
auditor’s professional judgment in choosing the form of expressed opinion. 

73% of certified auditors agree or fully agree that the independence 
paragraph will improve the user’s perception about compliance of auditor’s 
report with code of ethics, i.e. that audit is performed in accordance with 
IFAC Code of Ethics.

Auditors engaged in big four, other international audit group and 
individual auditors agree less than auditors engaged in local audit firms and 
auditors engaged in practice other than audit that there should be a mandatory 
paragraph for going concern even when there is no problems with going 
concern matters. 

The paragraph with key audit matters is required to be mandatory 
not only for the listed companies, but also for the big non-listed companies 
and small and medium entities and this is mostly supported by the certified 
auditors engaged in the practice other than auditing.

Also it is indicated that the proposed changes will lead to improving 
the quality of financial reporting as well as audit quality through improving 
communicative value of the audit report. 
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Certified auditors are uniform about expressing their concern about 
the quantity of time they will need for performing audit under the proposed 
changes, but they are skeptical that such changes and increased requirements 
will lead to increasing of audit fee.
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