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ED 

Amended? 
Considerations and Actions 

     
General 

  

 FSR 1 SS  Our above comments on the terms 
“reasonable assurance” and “taken as a 
whole” applied in ED ISA 700 should be 
taken into consideration in connection 
with the wording of the example 
engagement letter. However, should you 
conclude not to make any of our 
recommended changes to ED ISA 700 we 
find the engagement letter consistent with 
the content of the standards.  
 
Apart from this, we agree to the revised 
and new guidance included in the 
standard. 

Yes The wording of the illustrative audit engagement letter has been 
conformed to the proposed final wording of the auditor’s report. 

 ICANZ 3 MB  • The PPB notes that the Example of 
an Audit Engagement Letter in the 
appendix to ISA 210 is addressed to 
the "Board of Directors or the 
appropriate representative of senior 
management". 

• The PPB recommends that the audit 
engagement letter be specifically 
addressed to the Chair or the 
appropriate representative of the 
governing body. 

• It is also recommended that the 
person to whom the letter is 
addressed be required to 
acknowledge receipt of the letter. 

• This is consistent with the notion 

No Outside the scope of this project - referred to Technical Director to 
bring to the attention of the Steering Committee.   
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that the governing body, and not 
senior management, is ultimately 
responsible for the fair presentation 
of the financial report. 

 PAAB Jo-
Burg 

19 MB  We are also aware that the IAASB 
secretariat is considering whether text 
should be repeated in each standard or 
merely cross – referenced to the over-
arching standard. In the present case, a 
substantial amount of information has 
been repeated in ISA 210 and 200 and 
consideration should be given to 
including matters of principle in the over 
– arching standard (e.g., ISA 200) and 
specific requirements in the relevant 
standard dealing with that specific issue 
(e.g., ISA 210).       
 
Most of the guidance in ISA 200 has 
been repeated in ISA 210. Consideration 
should be given to excluding this 
information from ISA 200, which 
contains general principles (see general 
comments above). 

Yes Agreed.  Several changes made to material to improve flow and 
structure, eliminate repetitiveness.   

 

 CICA 18 MB  General 
We understand that proposed ISA 210 is 
intended to apply to audits of not only 
general purpose financial statements but 
also special purpose financial statements. 
However, proposed ISA 210 contains no 
guidance in this respect. In particular, it 
does not discuss applicable financial 
reporting frameworks other than in the 
context of general purpose financial 
statements (see paragraphs 13-18). We 
therefore believe that proposed ISA 210 
is incomplete. Paragraph 3 of ISA 800 

No Outside the scope of this project - referred to Technical Director to 
bring to the attention of the Steering Committee. 



Auditor’s Report – ISA 210 Detailed Responses by Paragraph 
IAASB Main Agenda (September 2004) Page 2004·1571 

 

Agenda Item 3-D.3 
Page 3 of 16 

# Org 
Org 

Number 
Org 
Type 

Other 
Paragraphs

Comments 
ED 

Amended? 
Considerations and Actions 

applies to the terms of a special purpose 
engagement. However, we think that it 
would be useful to include all of the 
guidance relating to terms of engagement 
for special purpose engagements in 
proposed ISA 210 and that guidance 
should be provided to the auditor in 
applying paragraph 12 of proposed ISA 
210 in the context of a special purpose 
engagement. 
 

 ACAG 27 MB  Proposed Amendments to ISA 210 and 
Conforming Amendments. In regard to 
ISA 210, it is considered that the ISA 
should specifically require the audit 
engagement letter to be addressed to the 
Chairperson or the appropriate 
representative of senior management of 
the governing body, and request that 
person to acknowledge receipt of the 
letter (which may also be countersigned 
by other management representatives).  
This is consistent with the notion that the 
governing body is ultimately responsible 
for the fair presentation of the financial 
report.  Where an Audit Committee 
exists, a copy of the audit engagement 
letter should be addressed to the 
Chairman of the Audit Committee. 

No  Outside the scope of this project - referred to Technical Director to 
bring to the attention of the Steering Committee. 
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 IDW 31 MB Structure In our general comments on ISA 200, we 
suggest moving the section in ISA 200 on 
Applicable Financial Reporting 
Framework into ISA 210 and inserting it 
between paragraphs 9 and 10. Our 
reading of paragraphs 14 to 18 indicates 
that such an insertion may lead to the 
need to merge the section from ISA 200 
on Applicable Finan-cial Reporting 
Framework with the section in ISA 210 
Agreement on the Applicable Financial 
Reporting Framework by eliminating 
some of the repetition in paragraphs 14 to 
15 and amending these paragraphs to 
reflect our general comments on ISA 200 
with respect to jurisdictions without 
authorized or recognized national 
standards setting organizations.  
Overall, our reading of ISA 210 indicates 
that it was not written in a legal 
framework-neutral manner. For example, 
once a statutory audit engagement is 
accepted, a statutory auditor in Germany 
may not withdraw from or change the 
engagement, which would be at variance 
with paragraphs 12 to 13 in the old ISA 
210. On this ba-sis, we suggest that the 
IAASB consider establishing a project to 
update ISA 210 so that it does not 
conflict other than common law legal 
frameworks. 

Yes in part. Agreed.  Decided to relocate material to ISA 200 because it is the 
umbrella standard.  ISA 210 contains a reference to ISA 200.  

 

2 BASEL 32 R 2 we recommend amending paragraphs 2 No  Outside the scope of this project - referred to Technical Director to 
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and 26 to state (in bold lettering) that the 
terms of engagement should be agreed in 
writing. 

bring to the attention of the Steering Committee. 

3 BDO 34 FIRM 3 We note that the extant ISA also states 
that 'the guidance is also applicable to 
related services.  When other services… 
separate letters may be appropriate'.  
This sentence has been removed in the 
amendment, however if this is to be done, 
we consider it would be helpful to refer 
the reader to an appropriate place where 
they may find such guidance on other 
services. 

 

No Removed due to avoid potential conflicts with new independence 
requirements.  However, providing further guidance or reference 
sources not within the scope of this project. 

6 BASEL 32 R 6,7 & 8 Audit Engagement Letters: Principal 
Contents This section of ISA 210 has not 
been fully amended in line with ISA 700. 
The form and content of the engagement 
letter should also include the auditor’s 
responsibilities and other reporting 
responsibilities with respect to legal and 
regulatory requirements to ensure there is 
a clear understanding with the client. 
Paragraphs 6-8 include lists of items that 
are not mandatory as the preambles 
include the discretionary words 
“generally include” (paragraph 6), “may 
also wish to include” (paragraph 7) and 
“could be made” (paragraph 8). We 
recommend that the Standard distinguish 
between what should be included in all 
engagement letters (i.e., where the item is 
required) and what is discretionary. In 
addition to the items mentioned in 

 
 
 
No 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Outside the scope of this project - referred to Technical Director to 
bring to the attention of the Steering Committee.  
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paragraph 6, we believe that audit 
engagement letters should include a 
reference to: 
 • The auditor’s responsibilities 
 • The other legal and regulatory 
requirements 
 • Arrangements concerning the 
involvement of other auditors and experts 
(particularly actuaries)  
 
The engagement letter should not imply 
that the identification of the financial 
reporting framework is the auditor's 
responsibility. We recommend that the 
third bullet point in paragraph 6 be 
amended to include the words "identified 
by management". 

 
 
 
 
 
 
 
 
 
Yes 

 
 
 
 
 
 
 
 
 
 
Changed to financial reporting framework adopted by management.   

8 CICA 18 MB 8 Paragraph 8 
There should not be a bullet for the last 
item in the list “An example of an audit 
engagement letter is set out in the 
Appendix”. 

Yes Agreed –recommendation adopted. 

 GT 20 FIRM 8 Paragraph 8 – The last bullet, which 
refers to the illustrative engagement 
letter, should be a separate paragraph (in 
lieu of a bulleted item that describes 
matters that could be added to the 
engagement letter). 
 

Yes Agreed –recommendation adopted. 

 PwC 21 FIRM 10 to 18 10 – 18  These paragraphs consider the 
effect on the terms of the engagement 
when identifying the applicability of the 
financial reporting framework. The 
guidance in Paragraph 12 states that if the 
auditor concludes that the financial 
reporting framework is not acceptable, 
the engagement should not be accepted. 

Yes Agreed –recommendation adopted. 
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However, the guidance is somewhat 
contradictory because in Paragraph 13 it 
is suggested that in such circumstances, 
the auditor should discuss the 
deficiencies with management and the 
need for management to adopt a more 
suitable framework.   We suggest that 
there should be greater clarity in the 
guidance regarding when the auditor 
should not accept the engagement. This 
may simply be a matter of changing the 
guidance so it is clear that where the 
framework is not considered suitable by 
the auditor and, despite discussions, 
management’s choice of financial 
reporting framework remains unchanged, 
the engagement should not be accepted. 

 LSCA 15 MB 10-18 The guidance in paragraph 12 states that 
if the auditor concludes that the financial 
reporting framework is not acceptable, 
the engagement should not be accepted.  
However the guidance is somewhat 
contradictory because in paragraph 13 it 
is suggested that in such circumstances, 
the auditor should discuss the 
deficiencies with management and the 
need for management to adopt a more 
suitable framework.  Greater clarity is 
needed as to when the auditor should not 
accept the engagement.   

Yes Agreed –recommendation adopted. 

11 IDW 30 MB 11,14,16 The determination of the acceptability of 
the financial reporting framework is 
generally performed prior to the auditor’s 
acceptance of the engagement, and hence 
before the actual “conduct” of the audit. 
The terms of engagement generally 
encompass the criteria (the financial 

Yes Agreed.  Several changes made to material to improve flow and 
structure, eliminate repetitiveness.   
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reporting framework) with which the 
subject matter information (the financial 
statements) will have been prepared and 
therefore will be audited. While there 
may be cases where an auditor may 
become aware of information during the 
conduct of the audit that may suggest that 
the financial reporting may not be 
acceptable, we believe that such 
circumstances are exceedingly rare.  
 
Consequently, we suggest relocating the 
entire section dealing with the applicable 
financial reporting framework to ISA 
210. In our view, the best place for this 
section would be prior to the section 
entitled “Agreement on the Applicable 
Financial Reporting Framework” and to 
then amend paragraphs 11, 14 and 16 in 
ISA 210 accordingly. Of course, it may 
be useful if paragraph 35 of ISA 200 
(which we believe ought to be moved 
with the rest of the section 
“Responsibility for the Financial 
Statements” subsequent to the section 
“Objective of an Audit” within ISA 200) 
were to contain a reference to ISA 210’s 
treatment of the determination of the 
acceptability of the financial reporting 
framework. 

12 CICA 18 MB 12 ISA 210 Paragraph 12 
This paragraph is stated in the form of a 
double negative. We suggest it be 
reworded as follows: 
 
The auditor should accept an engagement 
for an audit of financial statements only 

Yes Agreed –recommendation adopted. 



Auditor’s Report – ISA 210 Detailed Responses by Paragraph 
IAASB Main Agenda (September 2004) Page 2004·1577 

 

Agenda Item 3-D.3 
Page 9 of 16 

# Org 
Org 

Number 
Org 
Type 

Other 
Paragraphs

Comments 
ED 

Amended? 
Considerations and Actions 

when the auditor concludes that the 
financial reporting framework identified 
by management is acceptable. 
 
We believe this wording is more 
appropriate given that paragraph 16 
indicates that the auditor considers 
whether the financial reporting 
framework is acceptable, rather than 
whether it is not acceptable. 
 
The word “suitable” should be replaced 
by “acceptable” as this is the term used 
throughout. 
 

 GT 20 FIRM 12 TO 18 Paragraphs 12 through 18 – In lieu of 
summarizing the requirements of ISA 
200, we recommend simply referring to 
ISA 200, which describes the procedures 
to be performed when determining 
whether the financial reporting 
framework identified by management is 
acceptable.  We believe that these 
paragraphs should simply focus on the 
auditor’s responsibilities when accepting 
an engagement, rather than rehashing the 
auditor’s responsibilities when 
determining the acceptability of the 
financial reporting framework. 

Yes Agreed – several changes made to material to improve flow and 
structure, eliminate repetitiveness.   

 ICAI 8 MB 12 Para 12: This paragraph should be 
referenced to paragraph 44 in ISA 200. 

No Grey letters make reference to ISA 200. 

 ACAG 27 MB 12 Without the inclusion of commentary in 
the ISAs addressing specific public sector 
issues, it is difficult to be certain that the 
final version of the Standards will cover 
all public sector issues. For example, it 
would be expected that from a public 

No This should be covered in the section on Public Sector Perspective – 
brought to the attention of the Technical Director.   
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sector perspective, ISA 210 should cover 
the inability of an Auditor-General to 
decline an audit engagement and the 
implications this has for the black letter 
requirements in paragraph 12 of this ISA. 
 

16 BASEL 32 R 16 We recommend that paragraph 16 be 
amended to include a reference to 
frameworks established by legislation 
and regulations by revising the 
introductory clause to read “not 
established by an authorized or 
recognized international or national 
standards setting organization or by 
national laws or regulations”.  

No IAASB did not agree that bases of accounting specified in legislation 
should be presumed to be acceptable for general purpose financial 
statements.   
 
However, draft now permits acceptance of engagements involving 
financial reporting frameworks that are specified by legislation and 
not acceptable assuming the auditor is able to address the deficiencies 
in the communication.  Reference is also made to ISA 701.     

 BDO 34 FIRM 16 This paragraph asks the auditor to 
consider, before accepting an 
engagement, whether the financial 
reporting framework is clearly described 
in the financial statements.  We would 
question whether at this stage (i.e. before 
engaging the auditor), the entity would 
have prepared a set of financial 
statements for the auditor to review.  
Thus this requirement may be unrealistic. 

 

Yes 16 moved to 200.44; agreed –recommendation adopted.  

 IOSCO 39 R 15-17 We believe paragraphs 15-17 need 
further clarification.  First, there is an 
issue of “suitable” versus “acceptable”  - 
from the text in the current ED, it seems 
that “suitable” or “appropriate” is really 
what is intended, rather than merely 
“acceptable”.  More consistent use of 
language and additional guidance seems 

Yes  Guidance moved to 200.44 to 46a.   
Agreed.  Changes made for consistency in terminology.  Additional 
guidance provided to give auditor option to compare conventions to 
existing acceptable frameworks like IFRS.   
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to be needed here.  We think that it will 
be difficult for the auditor to judge what 
constitutes a significant difference 
without some criteria with which to make 
such judgments 

17 BASEL 32 R 17 We recommend that paragraph 17 be 
reconsidered as we do not believe that the 
auditor should seek to undertake a 
comparison of the type described. The 
intended meaning of the term “significant 
differences” is unclear and open to a 
variety of interpretations. We also note 
that the paragraph refers to assessing 
whether the framework is "suitable" 
whereas the requirement under ISA 200 
is to assess whether it is "acceptable". 

Yes Guidance moved to 200.44 to 46a.   
Agreed.  Changes made for consistency in terminology.  Additional 
guidance provided to give auditor option to compare conventions to 
existing acceptable frameworks like IFRS.   

 CPA 
Kenya 

17 MB  Page 45, paragraph 17:  should refer to 
“paragraphs 5 and 6” not “paragraphs “45 
and   ". 

Yes This is just a problem in terms of the way the mark-up is presented in 
the ED.   

 FAR 5 MB  In the last sentence of paragraph 17 the 
word “suitable” is used in respect of the 
financial reporting framework. We 
suggest to replace “suitable” by 
“acceptable” as suitability is rather 
related to criteria than to the acceptability 
of a framework. 

Yes Guidance moved to ISA 200.  Agreed – recommendation adopted. 

 IRE 12 MB  In the conforming changes within ISA-
210, paragraph 17 mentions "as to 
whether the financial reporting 
framework is suitable (...)". The word 
"suitable" should be replaced with 
"acceptable", to be consistent with the 
new wording on the "applicability" and 
"acceptability" of accounting 
frameworks; 

Yes Guidance moved to ISA 200.  Agreed – recommendation adopted. 

 FEE 7 MB  In the last sentence of that paragraph the 
word “suitable” is used related to 

Yes Guidance moved to ISA 200.  Agreed – recommendation adopted. 
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“financial reporting framework”. Perhaps 
“acceptable” is intended? 

 CICA 18 MB  Paragraph 17 
The implication of this paragraph is that 
the auditor may consider that a financial 
reporting framework is acceptable by 
reference to the criteria in paragraph 44 
of proposed ISA 200. However, the 
auditor may then compare that 
framework with IFRSs and conclude that 
it would result in misleading financial 
statements. We do not believe that this is 
logical. Presumably any financial 
reporting framework that meets the 
criteria in paragraph 44 of proposed ISA 
200 could not result in misleading 
financial statements. Similarly, any 
financial reporting framework that would 
result in misleading financial statements 
would not meet the criteria in paragraph 
44 of proposed ISA 200. Accordingly, 
comparison with IFRSs would appear to 
be a redundant exercise given that the 
auditor considers whether it exhibits the 
characteristics of suitable criteria. 
 
To resolve the apparent disconnect, the 
solution either is to revise the criteria in 
paragraph 44 of proposed ISA 200 to 
include the comparison suggested in 
paragraph 17, or delete paragraph 17. We 
suggest that  paragraph 17 be deleted. 
ISA 210 Paragraphs 17 and 18; ISA 200 
Paragraph 45 
The word “suitable” should be replaced 
by “acceptable” as that is the term used 
throughout the proposed ISA. 

Yes Guidance moved to 200.44 to 46a.   
Agreed.  Changes made for consistency in terminology.  Additional 
guidance provided to give auditor option to compare conventions to 
existing acceptable frameworks like IFRS.   
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18 BASEL 32 R 
18 

We believe that paragraph 18 should 
include the alternative of changing the 
audit engagement to a special purpose 
audit engagement and reporting under 
ISA 800 when the auditor has identified 
that the financial reporting framework is 
not acceptable for general purpose 
financial statements. We would also point 
out that the terms "acceptable" and 
"suitable" are used interchangeably as if 
these terms are synonymous. 

No Not clear how that could be done and still meet the original purpose of 
the financial statements.  Guidance clarifies that the auditor would 
discuss the possibility of adopting another financial reporting 
framework with management.   
 
Terminology changed – guidance moved to ISA 200. 

19 BASEL 32 R 
 

We recommend that paragraph 19 be 
amended to state that an updated 
engagement letter should be sent and 
signed annually. This is particularly 
important for listed entities, banks and 
other regulated financial institutions as 
well as for high risk audits generally. It 
may also be mandated for other entities 
by national standard setters or regulation. 
Conforming changes would also be 
required to the text of paragraph 20. 

No Outside the scope of this project.   

20 CPA - 
Kenya 

22 MB 20 Page 46, paragraph 20:  should refer to 
“paragraphs 5 and 6” not “paragraphs 45 
and 6”. 
 
 

Yes This is just a problem in terms of the way the mark-up is presented in 
the ED.   

36 IDW 31 MB 36 to 46 In our general comments on ISA 200, we 
suggest moving the section in ISA 200 
on Applicable Financial Reporting 
Framework into ISA 210 and inserting 
it between paragraphs 9 and 10. Our 
reading of paragraphs 14 to 18 indicates 
that such an insertion may lead to the 
need to merge the section from ISA 200 
on Applicable Financial Reporting 
Framework with the section in ISA 210 

Yes Agreed.  Several changes made to material to improve flow and 
structure, eliminate repetitiveness.   
 
Recommendation to update ISA 210 referred to Technical Director to 
bring to the attention of the Steering Committee.   
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Agreement on the Applicable Financial 
Reporting Framework by eliminating 
some of the repetition in paragraphs 14 to 
15 and amending these paragraphs to 
reflect our general comments on ISA 200 
with respect to jurisdictions without 
authorized or recognized national 
standards setting organizations.  
Overall, our reading of ISA 210 indicates 
that it was not written in a legal 
framework-neutral manner. For example, 
once a statutory audit engagement is 
accepted, a statutory auditor in Germany 
may not withdraw from or change the 
engagement, which would be at variance 
with paragraphs 12 to 13 in the old ISA 
210. On this basis, we suggest that the 
IAASB consider establishing a project to 
update ISA 210 so that it does not 
conflict other than common law legal 
frameworks. 

        

A CPA - 
Kenya 

22 MB APPENDIX Page 36, Appendix:  why is “a summary 
of significant accounting policies” 
omitted from the description of the 
components of the financial statements? 
 

Yes Agreed – recommendation adopted.   

 IRE 12 MB APPENDIX Also within the conforming changes to 
ISA-210, we favour the elimination in the 
example of audit engagement letter of the 
paragraph regarding fee arrangements 
and billings, to allow in the example for 
flexibility with regard to the national 
requirements regarding auditing fees. In 
the Belgian case, these fees have to be 

N/A No amendment recommended.   
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approved formally by the shareholders' 
general meeting, and pre-approved by the 
worker's council and the audit committee 
of the entity whose financial statements 
are being audited; 

 LSCA 15 MB APPENDIX In this paragraph, reference is made to 
the fact that the auditor expects to 
provide a report on internal control 
weaknesses.  Whilst this might be the 
case with large audit clients, smaller 
entities often have no structured system 
of internal control.  To enable the 
engagement letter to cover all audit 
clients we would recommend the words 
“expects to” be replaced by “if 
appropriate we will”. 
 

No Outside the scope of this project - referred to Technical Director to 
bring to the attention of the Steering Committee. 

A KPMG 24 FIRM APPENDIX Appendix – We recommend making 
reference to those charged with 
governance as a possible addressee of the 
engagement letter.   

No  Outside the scope of this project - referred to Technical Director to 
bring to the attention of the Steering Committee. 
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