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Summary of Significant Comments and Task Force Recommendations—
Exposure Draft of Proposed ISA 210 (Redrafted), “Agreeing the Terms of 
Audit Engagements” 

Introduction  

1. The comment period for the exposure draft of proposed ISA 210 (Redrafted), 
“Agreeing the Terms of Audit Engagements” and related conforming amendments to 
other ISAs (“ED-ISA 210”), closed on April 15, 2008. A total of forth-three comment 
letters were received. A list of respondents is included in Appendix A of this paper.1  

2. Respondents were overall supportive2 of ED-ISA 210, with many expressing the view 
that it was an improvement over the extant ISA 210. Many of the respondents addressed 
the two specific questions posed in the explanatory memorandum to ED-ISA 210 
regarding the appropriateness of the objectives and the appropriateness of the criteria. 
Responses to these questions are summarised in Appendix B. Most of the significant 
comments focused on specific proposals in the Requirements section of the proposed 
ISA. 

3. The following summarizes significant comments received from respondents and the 
Task Force’s views and recommendations. 

Significant Comments on ED-ISA 210 and Task Force Recommendations 

A. The Entity, Management and Those Charged with Governance  

4. Several respondents3 drew attention to the fact that the scope and objective paragraphs 
referred to ‘entity’; some paragraphs referred to ‘management and, where appropriate, 
those charged with governance’; and other paragraphs referred to ‘management or those 
charged with governance’. Further, some thought that there was confusion between the 
responsibilities of management and those charged with governance, which were 
considered to be inconsistently used. 

Task Force Views and Recommendations 

5. The Task Force confirmed that the ISA’s focus is on the respective responsibilities of 
management and, where appropriate those charged with governance, and the auditor. 
However, given the differing responsibilities in different jurisdictions and with different 
governance structures, it is necessary that the auditor exercise some judgment as to who 
appropriately takes certain responsibilities. 

 
1  Respondent’s letters can be accessed on the IAASB website at http://www.ifac.org/Guidance/EXD-

Comments.php?EDID=0081&Group=All+Responses. 
2  AICPA, ACAG, AIA, AUASB, CIPFA, CICA, CNCC & CSOEC, CPAB, FAR SRS, GAO, HKICPA, 

ICAEW, ICAP, ICAS, ICJCE, IEC, ICPAK, ICGN, KPMG, NAO, NZICA, SNAO, and WAO. 
3  CBI, CICA, EC, EYG, European Issuers, GAO and NZICA. 
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6. To clarify this focus and simplify the ISA, the Task Force has adopted an approach 

modeled on that used in ISA 580 (Revised and Redrafted)4, namely: 

• To refer to “management and, where appropriate, those charged with governance” 
in the scope and objective paragraphs; 

• To use the Definitions section to explain that references to “management” should 
be read as “management or those charged with governance, or both, as 
appropriate” in the remainder of the ISA; 

• To explain in the Definitions section that the “decision as to whether to agree, 
discuss, or otherwise communicate a matter with management, with those charged 
with governance, or with both, is to be made by the auditor in the light of their 
respective responsibilities or roles in the entity concerned and any relevant law or 
regulation. Where an ISA expressly intends to refer to “management and those 
charged with governance” or “those charged with governance”, those terms are 
used;” and 

• To include guidance in paragraph A12 about how responsibilities may be shared 
between management and those charged with governance. 

Note that the proposal, if agreed by IAASB, would be extended to all ISAs, so that 
references to ‘management or those charged with governance’ may be simplified to 
‘management’ unless a more specific reference is required for clarity. 

 

Matter for IAASB Consideration 

Does the IAASB agree with the approach to referring to management; and, where 
appropriate, those charged with governance in the ISA? 

B. The Auditor’s Acceptance and Continuous Responsibilities  

7. Some respondents5 raised the issue of giving greater prominence to client acceptance 
and continuance responsibilities in proposed ISA 220 (Redrafted)6. The relationship 
between ED-ISA 210 and proposed ISA 220 (Redrafted) was thought not to be clear, 
and in particular a respondent7 questioned why all acceptance matters were not dealt 
with in ISA 220 (Redrafted), leaving ISA 210 to deal with the engagement letter only. 

Task Force Views and Recommendations 

8. The Task Force considers that the proposed division between ED-ISA 210 and 
proposed ISA 220 (Redrafted) is appropriate, but accepts that it could have been better 
explained. ED-ISA 210 had included a reference in paragraph A1 to ISA 220 
(Redrafted) but, in the light of comments received, proposed ISA 210 (Redrafted) has 
been expanded by including a further sentence in paragraph 1 of Agenda Item 8-B (the 
‘Scope’ paragraph) that notes: “[Proposed] ISA 220 (Redrafted) deals with those 

                                                 
4  ISA 580 (Revised and Redrafted), “Written Representation.” 
5  APB, CNCC & CSOEC, DTT, EYG, and PwC 
6  Proposed ISA 220 (Redrafted), “Quality Control for an Audit of Financial Statements.” 
7  EYG 
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aspects of engagement acceptance and continuance that are within the control of the 
auditor.” In addition, paragraph A1 of Agenda Item 8-B has been expanded to refer to 
the fact that: 

Assurance engagements may only be accepted when the practitioner considers that 
relevant ethical requirements such as independence and professional competence 
will be satisfied, and when the engagement exhibits certain characteristics.8 The 
auditor’s responsibilities in respect of ethical requirements in the context of the 
acceptance of an audit engagement and in so far as they are within the control of the 
auditor are dealt with in [proposed] ISA 220 (Redrafted). This ISA deals with those 
matters (or preconditions) that are within the control of the entity and upon which it 
is necessary for the auditor and the entity’s management to agree. 

 

Matter for IAASB Consideration 

Does the IAASB agree with the approach of giving more prominence to engagement 
acceptance and continuance in paragraphs 1 and A1 of Agenda Item 8-B? 

C. Relationship between the Preconditions for an Audit and the Premise  

9. Most respondents agreed with the approach for structuring the ISA around establishing 
whether the preconditions for the audit are present before dealing with the requirements 
for agreeing the audit engagement terms. 

10. However, some respondents9 considered there was a need to clarify the relationship 
between the preconditions and the premise that management is responsible for the 
preparation of the financial statements. 

Task Force Views and Recommendations 

11. To address this issue, the Task Force has included the following paragraph in the 
Definitions section, which explains the preconditions including their relationship with 
the premise. 

Paragraph 4(b) of Agenda Item 8-B reads: 

The “preconditions for an audit” are the use by management of an acceptable 
financial reporting framework in the preparation of the financial statements and the 
agreement of management to the premise on which an audit is conducted. 

Matter for IAASB Consideration 

Does the IAASB agree with the definition of the “preconditions for an audit”? 

D.  Reference to the Applicable Financial Reporting Framework 

12. Some respondents10 raised the need to better integrate the references to compliance and 
fair presentation frameworks. 

Task Force Views and Recommendations 
                                                 
8  “International Framework for Assurance Engagements”, paragraph 17. 
9  APB, CIPFA, NAO, IOSCO, JICPA, and PwC 
10  Grant Thornton, IRBA, KPMG and PwC 
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13. In the light of this comment and IAASB discussion of this matter at the June 2008 

IAASB meeting, the reference in paragraph 5(b)(i) of Agenda Item X-B to the 
“applicable financial reporting framework” has been extended by the Task Force to 
make it clear that the applicable financial reporting framework also includes, where 
relevant, fair presentation frameworks. 

Paragraph 5(b)(i) of Agenda Item 8-B reads: 

“For the preparation of the financial statements in accordance with the applicable 
financial reporting framework, including, where relevant, their fair presentation.” 

 

Matter for IAASB Consideration 

Does the IAASB agree with this approach to making reference to the financial reporting 
framework? 

E. Management’s Responsibilities for Internal Control 

14. The issue which received the strongest comment on exposure concerned the articulation 
of management’s responsibilities, particularly for the “the design, implementation and 
maintenance of internal control relevant to the preparation and presentation of financial 
statements that are free from material misstatement, whether due to fraud or error” 
(paragraph 5(b)(i) of ED-ISA 210). Several respondents11 concerned with this aspect of 
the standard expressed the view that it is not appropriate in an ISA to set any corporate 
responsibilities on internal control, nor to standardize the way companies should 
designate responsibilities for design, implementation or maintenance of their internal 
control – this should be left to parliaments and governments in the relevant 
jurisdictions, where specified externally, and to management and those charged with 
governance. 

15. A related issue concerned whether it was appropriate to view the responsibilities of 
those charged with governance (where appropriate) as being “for the design, 
implementation and maintenance of internal control.” 

Task Force Views and Recommendations 

16. The Task Force considers that it is essential to maintain the premise that it is 
management that is responsible for the preparation of the financial statements in 
accordance with the financial reporting framework (and that it acknowledges and 
understands this responsibility). However, the Task Force considered three possible 
approaches to address the respondents’ concerns, namely:  

(a) Retaining a reference to internal control but making it clear that it is internal 
control that management determines is necessary for this purpose; 

(b) Revising the reference to refer to ‘accounting systems and controls’ to avoid the 
sensitivity of a reference to internal control; or 

(c) Deleting the reference to internal control. 

                                                 
11  APB, CBI, EYG, EC, European Issuers, IDW, and Royal NIVRA. 
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17. The Task Force considers, in line with previous IAASB decisions, that it is fundamental 
that management (and not the auditor) should have responsibility for preparing the 
financial statements and for keeping the records necessary to enable it to do so.  
However, it seemed from certain response letters that there remained misunderstanding 
(and concern) that IAASB was seeking to impose responsibility on management over 
and above what some thought reasonable or required by law or regulation. The Task 
Force has sought to clarify the matter in the revised draft without compromising the 
essential separation of responsibilities between management and the auditor. 

18. The Task Force concluded that option (a) provided the best solution. In addition, the 
Task Force proposes that option (a) be supplemented with application material (see 
paragraphs A11-A19 of Agenda Item 8-B) that explains the reason for the fundamental 
requirement for separation of responsibilities, acknowledges that exactly how 
management (or those charged with governance) share their responsibilities may differ 
and indicates that management will be unable to prepare financial statements that are in 
accordance with the applicable financial reporting framework unless appropriate 
internal control is in place to achieve this purpose. 

19. In particular, paragraphs A17-A19 of Agenda Item 8-B expand the discussion that was 
in ED-ISA 210 about the relationship between internal control and accounting records. 
By expressing the responsibility of management in terms of ‘such internal control as 
management determines is necessary for [the preparation of accurate financial 
statements]’, and by including the further explanation, the Task Force believes that it is 
clear that the IAASB is not seeking to impose on management a responsibility for 
internal control that it does not otherwise have. 

20. In dealing with this issue, the Task Force considered the relationship between the 
engagement letter and the representation letter. In finalizing ISA 580 (Revised and 
Redrafted)12, the IAASB agreed to remove the separate representation about fulfillment 
of responsibilities for internal control and not to include a further possible 
representation about identified weaknesses. ISA 580 (Revised and Redrafted) therefore 
requires two representations about the premise – one about presentation of the financial 
statements, the other about completeness of information made available to the auditor. 
As the premise is currently structured, the first of these representations includes an 
implicit representation about internal control. It was this matter, when it was proposed 
as an explicit representation, that caused the original concern about ED-ISA 580. 

21. The Task Force considers that it would be consistent with the IAASB’s intentions with 
respect to this representation, to separate the responsibility for internal control from the 
responsibility for presentation. The maintenance of internal control is a means to the 
end of preparing the financial statements. The Task Force proposes that this should be 
recognized in proposed ISA 210 (Redrafted). The effect will be that the premise refers 
only to preparation of the financial statements and making available all information to 
the auditor, while the responsibility for internal control as a means to the end of 
properly prepared financial statements is a supporting matter. The premise is agreed to 
in advance, and its fulfillment confirmed in the representation letter; responsibility for 
internal control is agreed to in the engagement letter, but it is not necessary (and not 
explicitly referred to in ISA 580 (Revised and Redrafted)) for its fulfillment to be 

 
12   ISA 580 (Revised and Redrafted), “Written Representations.” 
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confirmed in the representation letter (see paragraphs 5(a) and 5(b) of Agenda Item 8-
B). 

22. The inclusion of the internal control responsibility in the engagement letter will 
continue to support the reference to internal control in the summary in the auditor’s 
report of the respective responsibilities of management and the auditor (see paragraph 
5(c) of Agenda Item 8-B).  

Matter for IAASB Consideration 

Does the IAASB agree that the approach adopted by the Task Force (i.e., the adoption of 
option (a) plus the inclusion of application material paragraphs A17-A19) is the preferred 
approach? 

F.  Additional Considerations in Engagement Acceptance (paragraphs 17-20) 

23. The Task Force has reordered paragraphs 17-20 of ED-ISA 210 in light of a comment 
received from a respondent13 that the interrelationship in this section of the ISA would 
be easier to follow if paragraph 17, on the auditor’s report prescribed by law or 
regulation, followed (rather than preceded) the requirements regarding the financial 
reporting standards supplemented by law or regulation (previously paragraph 18), and 
the financial reporting framework prescribed by law or regulation (previously 
paragraph19).   

Task Force Views and Recommendations 

24. The Task Force agreed that, by presenting the section in this manner, the reordered 
paragraphs are more closely aligned with the earlier structure of the document.  

 

Matter for IAASB Consideration 

Does the IAASB agree with the revised structure of the ISA? 

G. Consideration of the Need to Re-expose 
25. Agenda Item 8-B shows in marked text the changes made to ED-ISA 210. The Task 

Force is of the view that the changes made are responsive to matter respondents have 
raised on exposure, and do not introduce new principles or represent other changes of 
substance compared with the ED. 

26. Accordingly, the Task Force is of the view that re-exposure is not necessary.14 

                                                 
13  PwC 
14  IAASB Working Procedures regarding re-exposure state: “Situations that constitute potential grounds for a 

decision to re-expose may include, for example: substantial change to a proposal arising from matters not 
aired in the exposure draft such that commentators have not had an opportunity to make their views known 
to the IAASB before it reaches a final conclusion; substantial change arising from matters not previously 
deliberated by the IAASB; or substantial change to the substance of an International Standard or Practice 
Statement.” 
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Appendix A 

 
List of Respondents  

Abbreviation Category 
Member Body 
AICPA American Institute of Certified Public Accountants 
CICA The Canadian Institute of Chartered Accountants 
CIPFA Chartered Institute of Public Finance and Accountancy 
CNCC-CSOEC Compagnie Nationale des Commissaires aux Comptes, and Conseil 

Superieur de l’Ordre des Experts-Comptables 
FAR SRS FAR SRS 
HKICPA Hong Kong Institute of Certified Public Accountants 
ICAEW Institute of Chartered Accountants in England and Wales 
ICAI Institute of Chartered Accountants in Ireland 
ICAP Institute of Chartered Accountants of Pakistan 
ICAS Institute of Chartered Accountants of Scotland 
ICJCE Instituto de Censores Jurados de Cuentas de España 
ICPAK Institute of Certified Public Accountants of Kenya 
IDW Institut der Wirtschaftsprufer 
IBR-IRE Institut des Reviseurs d'Entreprises/ Instituut der Bedrijfsrevisoren 
JICPA The Japanese Institute of Certified Public Accountants 
NIVRA Koninklijk Nederlands Instituut van Registeraccountants (Royal NIVRA) 
NZICA New Zealand Institute of Chartered Accountants 
Other Professional Organization 
AIA The Association of International Accountants 
FEE Fédération des Experts Comptables Européens 
National Auditing Standard Setters 
AuAUASB Australian Government, Auditing and Assurance Standards Board 
APB Auditing Practices Board (United Kingdom) 
IRBA  Independent Regulatory Board for Auditors (also a Regulator) 
Preparers and Users of Financial Statements 
European Issuers European Issuers 
ICGN International Corporate Governance Network 
CBI Confederation of British Industry 
Public Sector Organizations 
ACAG Australasian Council of Auditors-General 
GAO United States Government Accountability Office 
NAO National Audit Office 
Provincial 
Auditor-SK 

Provincial Auditor Saskatchewan 

Provincial 
Comptroller-SK 

Provincial Comptroller Saskatchewan 

SNAO Swedish National Audit Office 
WAO Wales Audit Office 
Regulators and Oversight Authorities 
Basel Basel Committee on Banking Supervision 

Agenda Item 8-A 
Page 7 of 10 



ED-ISA 210 – Summary of Significant Comments 
IAASB Main Agenda (September 2008) Page 2008·2024 
 
Abbreviation Category 
CPAB Canadian Public Accountability Board 
EC European Commission 
IOSCO International Organization of Securities Commissions 
Audit Firms  
BDO BDO Global Coordination B.V. 
DTT Deloitte Touche Tohmatsu 
EYG Ernst & Young Global 
GT Grant Thornton International 
IEC International Eurogroup Consult 
PwC PricewaterhouseCoopers 
KPMG KPMG 
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Appendix B 

Responses to Questions 1 and 2 in ED-ISA 210 

Question 1 

Are the objectives to be achieved by the auditor, stated in the proposed redrafted ISA 
appropriate? 
 
Yes Generally  

Agree 
No Total 

Reponses 
No Response 

20 4 6 30 13 
67% 13% 20% 100%  

Question 2 

Have the criteria identified by the IAASB for determining whether a requirement should be 
specified been applied appropriately and consistently, such that the resulting requirements 
promote consistency in performance and the use of professional judgment by auditors? 
 
Yes Generally 

Agree  
No Total 

Reponses 
No Response 

16 8 Nil 24 19 
67% 33% - 100%  
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