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Assurance Engagements 

Objectives of Agenda Item 

1. Review issues raised by commentators on the April exposure drafts of: 

(a) International Framework for Assurance Engagements; and  

(b) International Standard on Assurance Engagements ISAE 2000 “Assurance Engagements on 
Subject Matters Other Than Historical Financial Information”. 

2. First read of the Task Force’s changes to the exposure drafts. 

Background 
The IAASB issued the Assurance Engagements exposure drafts for public comment in April 
2003.  An Explanatory Memorandum that included a summary of the extensive background to 
this project and a discussion of key issues accompanied the exposure drafts.  A copy of the 
Explanatory Memorandum is included as Item 2-E for reference. 

Activities Since Last IAASB Discussions 
The comment period ended on 30 June 2003, and 29 comment letters were received (see list at 
Appendix).  A collation of the actual wording of the comments of all respondents was reviewed in 
detail by the Task Force during a two-day physical meeting and two subsequent conference calls. The 
collation is available to members and TAs on request. 

Issues 
Issues that the Task Force considers particularly significant are discussed below.  This is however, by 
no means, a complete coverage of all issues raised.  All the comment letters have been posted on the 
IAASB website (accessible from www.ifac.org/Guidance/EXD-Details.php?EDID=0017).  All 
members and TAs are encouraged to refer directly to the comment letters to ensure that issues they 
consider important are given adequate attention during the Board meeting. 

 
1. “High” and “moderate” 
Some commentators (in particular FEE and IDW) raised what they perceived as a highly significant 
conceptual flaw in the EDs.  While welcoming the move to “reasonable” and “limited” assurance 
(rather than “high” and “moderate” assurance), they pointed out that “reasonable assurance” was still 
aligned with low risk, and “limited assurance” was still aligned with moderate risk, and that because 
risk is the inverse of assurance, then regardless of the engagement circumstances, “reasonable” will 
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continue to mean a “high” level of assurance and “limited” will continue to mean a “moderate” level 
of assurance. 
 
In response, the Task Force has: 
• Maintained the link between “reasonable assurance” and low risk, but notes that the phrase used 

is “acceptably low” (as agreed when this point was raised with the full Board in Melbourne prior 
to exposure), which requires the engagement circumstances, including the subject matter, to be 
taken into account in determining what level of assurance is acceptable for a particular 
engagement.  

• Articulated the objective of each of the two types of assurance engagements (see Framework 
paragraph 8), which makes it clear that the level of risk is relative to the circumstances of the 
engagement. 

• Significantly amended the discussion of risk in paragraph 42 of the Framework.  This makes it 
clear that a limited assurance engagement can have a level of risk anywhere from: 

o just below that necessary for reasonable assurance, to  
o a floor level “at least sufficient for the practitioner to obtain a meaningful level of 

assurance”. 
(See Issue 2 for further discussion) 

• Significantly re-written the description of the nature, timing, and extent of procedures at 
paragraphs 45-47 of the Framework (this also responds to the comments of a number of other 
respondents who felt the old paragraph 40 needed revision for a variety of reasons). 

• Revised the table in Appendix 2 to the Framework. 

2. Variation in what constitutes limited assurance 
As noted above, paragraph 42 of the Framework makes it clear that a limited assurance engagement 
can have a level of risk anywhere from: 
• just below that necessary for reasonable assurance, to  
• a floor level “at least sufficient for the practitioner to obtain a meaningful level of assurance”. 

A significant implication of this is that where there is no subject matter-specific ISAE that “dictates” 
the nature, timing, and extent of procedures (as does ISA 910 for financial statement reviews), the 
work performed for a limited assurance engagements can vary from one to the next (paragraph 47 of 
the Framework). 
In recognition of this, the Task Force: 
• Significantly enhanced the requirement for the description of work performed in a limited 

assurance engagement (ISAE 200.49(g)) to ensure users have the opportunity to be adequately 
informed about the procedures undertaken, and therefore about the level of assurance obtained by 
the practitioner; 

• Agreed to retain the negative form of expression for conclusions on limited assurance 
engagements (which was challenged by ACCA, FEE and GRI) because it believes this is the only 
appropriate form of conclusion when the level of assurance can vary significantly; and  

• Changed the term “review-level engagement” to “limited assurance engagement” because the 
term “review” is so closely associated with inquiry and analytical procedures as a result of its use 
in financial statement engagements (a corollary of this was to change “audit-level engagement” to 
“reasonable assurance engagement”). 

3. Scope of the Framework 
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A significant issue discussed when the EDs were approved in Melbourne, was the inclusion of a 
broad definition of “assurance engagement” in old paragraph 6 of the Framework followed 
immediately in old paragraph 7 by the identification of circumstances in which a potential 
engagement that met the definition should not be accepted.  A number of respondents suggested 
improvements to this construction, and also to the relationship of paragraphs 6 and 7 to the footnote 
to old paragraph 9, which excluded “incidental assurance” engagements, and the elements identified 
in old paragraph 11.   

While retaining the basic concepts, in particular the broad definition of an assurance engagement 
(new paragraph 7), the notion that certain engagements should not be accepted (new paragraph 14), 
and the “incidental assurance” exclusion (new paragraph 11 (b)), the Task Force has revised and 
restructured old paragraphs 6-11 of the Framework to improve clarity. 

It is worth noting that the wording of old paragraph 7 (now paragraph 14) now makes it clearer that 
this principle is no different from one with which auditors are already familiar, ie, that one shouldn’t 
accept an engagement unless there is a reasonable expectation it can be completed in accordance with 
the Code and the Standards. 

4. Clarity of the definition 
Some respondents (APB, ICAEW, PAAR and PwC in particular) questioned whether the definition 
was precise enough to give certainty to decisions about which engagements are covered by the 
Framework (and therefore ISAs and ISAEs) and which are not. 

The Task Force has not made any substantial changes to the definition, and recognizes that there will 
inevitably be a need to exercise professional judgment in marginal cases.  The Task Force believes 
this to be appropriate at this stage of evolution of broader assurance engagements, but is something 
the IAASB, through the Revisions Task Force, may choose to specifically monitor over the next few 
years as the Framework and ISAE 2000 gain prominence, and as the number and variety of assurance 
engagements increases. 

5. Suitable criteria 
IDW and FEE are of the view that criteria cannot meaningfully be separated from subject matter, and 
that it is the suitability of the information that results from application of the criteria to the subject 
matter that is important (rather than either the criteria and/or subject matter in isolation)  

The Task Force believes the outcome of the IDW/FEE approach is not inconsistent with the current 
approach in the Framework/ISAE 2000 (in that if the subject matter is appropriate and the criteria are 
suitable, the information that results will be adequate to meet users’ needs), but that the current 
approach better helps practitioners and other interested parties focus on the practical steps involved in 
the assurance process.  To further assist with this, and in partial response to the IDW/FEE approach, 
old paragraphs 20-23 of the Framework have been restructured to make it more apparent that certain 
minimum characteristics of a subject matter are required before it can be considered appropriate for 
an assurance engagement.   

6. Three party relationship 
A range of views was expressed about whether a three party relationship is a necessary component of 
an assurance engagement.  The views varied:  
• From: only reports that are published should be included as assurance engagements,  
• To: reports where the responsible party is the only user should be included. 
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On balance, the Task Force retained the position agreed to by the Board after previous debates, ie, 
that the definition of an assurance engagement include reference to a three party relationship, but that 
there is an exclusion for “incidental assurance” engagements where the report will not be distributed.  
The “incidental assurance” exclusion has been moved from a footnote into the body of the 
Framework (see new paragraph 11 (b)) as part of the revision and restructure referred to in Issue 3 
above. 

7. Relationship between the Framework and the ISAE 
A number of respondents queried the distinction between the Framework and the ISAE, and some 
noted in particular that the Framework contains imperatives that are not in the ISAE, querying what 
authority IAASB intended these to have.  

Further, one respondent (APB) argued strongly that the ISAE should not be issued, saying that it 
could result in an expectation gap because it would appear to the public to offer greater precision than 
in reality it does.  They suggested that IAASB concentrate on the Framework and subject matter-
specific ISAEs.   

A number of other respondents also encouraged the IAASB to move quickly to develop subject 
matter-specific ISAEs, particularly for sustainability reporting. 

The Task Force: 
• Acknowledges there is repetition between the Framework and ISAE 2000, but believes the 

addition of paragraph 2 in the Framework makes the distinction between the two documents 
clearer  

• Believes the ISAE provides basic principles and essential procedures that are necessary and 
appropriate for evolving assurance engagements 

• Has increased the robustness of the ISAE by including all imperatives from the Framework are 
now also included in the ISAE  

• Recommends that, consistent with previous decisions of the Board after extensive debate, ISAE 
2000 be issued to fill the void that exists in the absence of subject matter-specific ISAEs  

• Recommends that priority be given to the development of subject matter-specific ISAEs for 
which there is a proven demand (see Issue 9 below also). 

8. Authority of ISAs for broader assurance engagements  
Some commentators noted that guidance provided by ISAE 2000 is sparse relative to the existing 
body of ISAs that apply to financial statement engagements, and asked if ISAs should be used in 
broader assurance engagements.   

The Task Force has now included a specific reference to ISAs at ISAE 2000.03.  

9. Examples 
Some commentators asked for further examples throughout the Framework and ISAE, and in 
particular for example reports to be included. 

The Task Force has added a small number of further examples, but noted the same difficulty it has 
had in the past, in that many of the examples contemplated do not have general application and could 
potentially be misleading.  This is particularly so with respect to assurance report contents and the 
identification of specific evidence gathering procedures for limited assurance engagements.  The Task 
Force believes however, that the development of subject matter-specific ISAEs for which there is an 
proven demand will assist in the application of ISAE 2000 to other assurance engagements.  

10. Limitation on evidence available  
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Old paragraph 42 of the Framework acknowledged that a limited assurance engagement could be 
conducted in circumstances when a limitation on the available evidence would prevent an unqualified 
reasonable assurance report from being issued.  There was a strong reaction to old paragraph 42 from 
a number of commentators.  The nature of their reactions varied considerably, as did their 
suggestions.   

After considerable discussion, the Task Force felt that to provide sufficient detail in paragraph  42 to 
anticipate every circumstance would overemphasis this aspect, and that a clear statement of the 
principle, rather than further detail, would be appropriate.   

Therefore, old paragraph 42 has been deleted in favour of a statement of the principle (from ISAE 
2000.10) which has now been inserted in the Framework as paragraph 16. 

11. Intended users different from the addressee 
A number of commentators drew attention to the vagueness of the statement in paragraph 18 of the 
Framework and ISAE.43 (b) that: “Often the intended users are the addressee of the assurance report 
but in some cases there are intended users other than the addressee”. In particular the effect on the 
practitioner’s liability was mentioned.  The Task Force discussed including a new principle that “If 
the intended users are different from the addressee, this should be clearly stated in the report: 
whenever the assurance report is intended only for specific intended users or a specific purpose, the 
practitioner states this fact in the assurance report”. On balance, the Task Force decided that this 
would be impractical and decided not to change this aspect of the EDs.  In particular, the footnote (to 
paragraph 34 of the Framework and paragraph 49(d)) that notes the absence of a restriction does not 
imply a duty of care, was left (largely) unchanged. 

12. Joint responsibility 

A number of respondents noted the need for further specific guidance regarding the use of experts 
and the related issue of how to deal with engagements where the practitioner is jointly responsible for 
an assurance report with a subject matter expert, such as a sustainability reporting expert (see the 
final sentence of ISAE 2000.27).   

It was felt that this issue would best be addressed via a subject matter-specific ISAE rather than 
attempting to deal with it in the abstract given the profession’s limited experience with this kind of 
engagement. 

13. Terminology - Qualifications 

Several respondents noted that the EDs used the terminology “reservation or denial of conclusion” 
without explaining how that differs to the terminology used for financial statement engagements 
versus qualified or adverse conclusion or disclaimer of conclusion. 

The Task Force acknowledged that the terminology in the draft had not been strictly aligned with the 
ISA 700 terminology to allow a little leeway in the application of financial statement principles to 
broader assurance engagements.  However, on balance, the Task Force decided it was better to use 
terminology with which practitioners and others are already familiar, and have therefore changed to 
use qualified or adverse conclusion or disclaimer of conclusion throughout the EDs.  

14. Ethics 
The Explanatory Memorandum to the EDs stated: 
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The IAASB is liaising with the IFAC Ethics Committee about the implications of the Exposure Draft for the 
IFAC “Code of Ethics for Professional Accountants” (the Code).  Adoption of this Exposure Draft would result 
in the need for conforming changes to the Code to recognize: 

1. Amendments to paragraphs 8.3 to 8.6 of the Code since these words are taken from ISAE 100. 

2. Removal of references to “high level” and “moderate level” of assurance. 

3. Potential additions to the Code regarding assurance engagements performed by professional accountants 
not in public practice (footnote 1 in the proposed Framework); and practitioner association with a subject 
matter (paragraph 49 of the proposed Framework). 

It is anticipated that conforming changes to the Code will be issued concurrently with the final IAASB 
pronouncements. 

The Ethics Committee have been informed that, following analysis of responses to the EDs, the Task 
Force continues to believe the conforming changes noted above will be required.  Time has been 
requested on the Ethics Committee’s January 2004 agenda to deal with this matter, and it is not 
expected to delay the issue of the Framework and ISAE. 

Material Presented 
Agenda Items 2-A 
(Pages 1153-1172) 

Marked-up draft: “International Framework for Assurance 
Engagements” 

  
Agenda Items 2-B 
(Pages 1173-1192) 

Marked-up draft: International Standard on Assurance Engagements 
ISAE 2000 “Assurance Engagements on Subject Matters Other Than 
Historical Financial Information” 

  
Agenda Items 2-C 
(Pages 1193-1208) 

Clean revised draft: “International Framework for Assurance 
Engagements” 

  
Agenda Items 2-D 
(Pages 1209-1226) 

Clean revised draft: International Standard on Assurance 
Engagements ISAE 2000 “Assurance Engagements on Subject 
Matters Other Than Historical Financial Information” 

  
Agenda Items 2-E 
(Pages 1227-1232) 

Explanatory Memorandum issued with the EDs (included for 
reference only) 

Action Requested 

1. IAASB is asked to review issues raised through public exposure. 

2. IAASB is asked to provide input to the Task Force with a view to finalizing the revised 
drafts in December. 
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APPENDIX 
Exposure Draft “Assurance Engagements” 

Respondent Summary 
Accounting/Auditing:  

# 
 
Who 

 
Other Std-setter Firm Rep body 

1 The Japanese Institute of Certified 
Public Accountants 

    

2 The Institute of Internal Auditor     
3 Public Audit Forum (UK public 

sector auditors) 
    

4 Deloitte Touche Tohmatsu     
5 KPMG     
6 FAR     
7 Institute of Chartered Accountants of 

New Zealand 
    

8 Canadian Institute of Chartered 
Accountants 

    

9 Monash University (Aust)     
10 Foreningen af Statsautoriserede 

Revisorer 
    

11 Institute of Chartered Accountants of 
England & Wales 

    

12 PricewaterhouseCoopers LLP     
13 IDW     
14 ACCA     
15 American Institute of CPAs     
16 Global Reporting Initiative     
17 Ernst & Young     
18 FEE     
19 Public Accountants and Auditors 

Board (Sth Af) 
    

20 London Society of Charted 
Accountants 

    

21 Institute Chartered Accountants of 
India 

    

22 The Auditing Practicing Board (UK)     
23 Australian Accounting Research 

Foundation 
    

24 Hong Kong Society of Accountants     
25 Institute of Chartered Accountants in 

Ireland 
    

26 Institute of CPAs in Ireland     
27 Southern Society of Chartered 

Accountants (UK) 
    

28 Greg Shields (Canada)     
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 TOTAL 4 3 4 17 
 


