
  

 

 

 

 

 

 

31 October 2012 

 

 

Technical Director  

International Auditing and Assurance Standards Board  

545 Fifth Avenue,  

14th Floor,  

New York 

10017 

USA  

 

Email: JamesGunn@iaasb.org 

 

Dear Sir 

 

SAICA SUBMISSION ON THE IAASB’s PLAN FOR A POST-

IMPLEMENTATION REVIEW OF THE CLARIFIED INTERNATIONAL 

STANDARDS ON AUDITING  

 

In response to your request for comments on the Plan for a Post-Implementation Review of 

the Clarified International Standards on, attached is the comment letter prepared by The 

South African Institute of Chartered Accountants (SAICA).  

 

We thank you for the opportunity to provide comments on this document. 

 

Please do not hesitate to contact us should you wish to discuss any of our comments. 

 

Yours sincerely, 

 

 

 

 

Ashley Vandiar 

Project Director – Assurance and Members’ Advice 
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Comments on the Revised ISAs Covered in the Post-Implementation Review 
OBJECTIVES AND OVERARCHING RESPONSIBILITIES 

 

International Standards 

on Auditing (ISA) 

Comments Recommendation 

 

ISA 200  Overall 

Objectives of the 

Independent Auditor and 

the Conduct of an Audit 

in Accordance with ISAs 

 ISA 200 requires the auditor to: 

o exercise professional judgement in planning and 

performing an audit of the financial statements. 

o plan and perform an audit with professional 

skepticism recognising that circumstances may exist 

that causes the financial statements to be materially 

misstated. 

 

The IAASB should enhance understanding of the 

fundamental concepts underpinning professional judgment, 

and professional skepticism as it is a challenge for the 

auditors to articulate “professional judgement and 

profession skepticism” when conducting the audits. 

 

Most of the large audit firms have developed their own 

“professional judgement and professional skepticism 

framework”, however the medium to small audit firms, 

require guidance in this regard. 

 

It is proposed that the IAASB should develop a 

“professional judgement/professional skepticism 

framework”, of which should be incorporated 

throughout the ISAs.  The elements to be 

considered in determining professional judgement 

as well as how to document the application 

thereof when performing an audit should be 

included in this framework. This framework will 

also assist quality control reviewers in assessing 

the principles of the framework applied by the 

auditors when performing audits. 

ISA 320 Materiality in 

Planning and Performing 

an Audit  and ISA 450 

Evaluation of 

Misstatements Identified 

during the Audit 

 The ISAs do not address or provide guidance on materiality 

for disclosures in the financial statements, for example 

qualitative disclosures are required for financial instruments 

in terms of IFRS 7 however when evaluating these 

disclosures against the audit materiality, they might be 

immaterial to the financial statements, qualitatively.  

o In terms of the IFRS Conceptual Framework, 

To provide a strengthened framework for auditor 

judgments regarding materiality it is 

recommended that: 

 the concept of materiality for disclosures in 

the financial statements be elaborated in the 

ISAs. 

 the definition of “materiality” be included in 
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OBJECTIVES AND OVERARCHING RESPONSIBILITIES 

 

International Standards 

on Auditing (ISA) 

Comments Recommendation 

 

information is material if omitting it or misstating it 

could influence the decisions that users make on the 

basis of financial information about a specific 

reporting entity.   

o There are certain financial statements disclosures 

required in terms of the IFRS, of which if omitted, 

will be considered to be material. When evaluating 

omission of these disclosures against the audit 

materiality, they might be immaterial to the financial 

statements, qualitatively.  

o This creates confusion as to when do the audit 

materiality override IFRS materiality. This also 

applies to the certain disclosures  required by the 

Johannesburg Stock Exchange (JSE) Listing 

Requirement and other industry specific regulators 

of which when evaluating omission disclosures 

against the audit materiality, they might be 

immaterial to the financial statements, qualitatively. 

 

 There is no definition of “materiality” in the ISAs. The 

definition of the “materiality” is an auditor’s concept.   

 

the ISAs and aligned to the IFRS Conceptual 

Framework definition to avoid the confusion 

as to when do the audit materiality override 

the IFRS materiality. This will improve 

consistency in the ISAs and IFRS. 

 

 There is no guidance in the ISA 450 on: 

 

o how to determine materiality year on year. 

o how to calculate materiality in situations where 

To enhance the consistency by which 

misstatements identified in an audit are 

accumulated and evaluated, it is recommended 

that IAASB provide guidance on: 
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OBJECTIVES AND OVERARCHING RESPONSIBILITIES 

 

International Standards 

on Auditing (ISA) 

Comments Recommendation 

 

financial results fluctuate significantly from one 

period to the other. 

o how to deal with prior year accumulated 

misstatements that exceed the current year 

materiality amount.  

 

 ISA 450 paragraph 5, read in conjunction with paragraph 

A2 – A3, states that “the auditor shall accumulate 

misstatements identified during the audit, other than those 

that are clearly trivial”.  It is clear that this paragraph refers 

to both corrected misstatements and uncorrected 

misstatements, however more guidance is required on: 

o what is defined as “corrected misstatements” which 

should be accumulated. 

o how to interpret this paragraph as both corrected and 

uncorrected misstatements should be considered. 

 

 Paragraph A3 of ISA 450, states that “to assist the auditor 

in evaluating the effect of misstatements accumulated 

during the audit and in communicating misstatements to 

management and those charged with governance, it may be 

useful to distinguish between factual misstatements, 

judgemental misstatements and projected misstatements”. 

We believe that it is useful to distinguish between factual 

misstatements, judgemental misstatements and projected 

misstatements, hence the words “it may be useful” in this 

 how to determine materiality year on year. 

 how to calculate materiality in situations 

where financial results fluctuate significantly 

from one period to the other. 

 how to deal with prior year accumulated 

misstatements that exceed the current year 

materiality amount. 

 Paragraph 5 of ISA 450, as indicated in the 

“comments column”. 

 

 

 

 

 

 

 

 

 

 

 Paragraph A3 of ISA 450, as indicated in the 

“comments column”. 
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OBJECTIVES AND OVERARCHING RESPONSIBILITIES 

 

International Standards 

on Auditing (ISA) 

Comments Recommendation 

 

paragraph should to amend to state that “it is useful”. 

 

 ISA 450, paragraph A24 of which is read in conjunction 

with paragraph 14, should make it clear that a positive 

statement by management is required in the management 

representation letter where management states that “they 

believe that the effects of the uncorrected misstatements are 

immaterial, both individually and in aggregate, to the 

financial statements as whole”.  

 

 

 

 

 

 

 

 Paragraph A24 of ISA 450, as indicated in the 

“comments column” 

 

 

  

 

 

RISK ASSESSMENT AND EVIDENCE GATHERING 

 

International Standards 

on Auditing (ISA) 

Comments Recommendation 

 

ISA 240 The auditor’s 

responsibilities relating 

to fraud in an audit of 

financial statements 

 Auditors find it difficult to design audit procedures required 

to mitigate the presumed risks of management override 

controls over revenue recognition, provisions and estimates. 

There is a tendency to raise significant risks around for all 

Based on the comments points, more guidance is 

required to strike a balance and to ensure auditors 

do respond to the identified risk of management 

override controls. Furthermore the application 
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RISK ASSESSMENT AND EVIDENCE GATHERING 

 

International Standards 

on Auditing (ISA) 

Comments Recommendation 

 

assertions of provisions, estimates and revenue streams as 

opposed to designing audit procedures to the areas where 

the significant risks truly exist.  

 

 The design of audit procedures to address the risk of 

management override of control in terms of paragraph 32 

(a) of ISA 240 is not always interpreted consistently by 

auditors. A more conservative auditor will test various 

journals at year end and throughout the year to mitigate the 

risk, whereas a risk taker might only select only one or two 

journal entries for testing. 

 

guidance paragraph A44 should clarify whether 

all journal entries should be selected for testing or 

if a sample from population should be selected for 

testing. 

 

   

ISA 300, ISA 315, ISA 

330, and ISA 500 Audit 

Evidence 

 

 Auditors are still not assessing risk at assertion level. The 

standard requires an assessment of the magnitude and the 

likelihood. The documentation around this is not sufficient. 

The standard is clear, so this is an application issue. 

 IT integration issues - Understanding the client to identify 

the risk and not utilising that understanding to develop 

appropriate audit procedures/audit response.  

 Auditors find it difficult to plan responses to the specific 

risks identified, hence they only generic audit procedures to 

all risks identified. 

 

 ISA 315 does not emphasis sufficiently the reasons why the 

auditor should consider the IT risks, therefore most auditors 

deal with the Information Technology (IT) risks identified 

To strengthen the linkage between the identified 

and assessed risks of material misstatement and 

the auditor’s overall and specific responses to 
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RISK ASSESSMENT AND EVIDENCE GATHERING 

 

International Standards 

on Auditing (ISA) 

Comments Recommendation 

 

in isolation and the impact of the risk of material 

misstatement is not assessed. ISA 315 should be improved 

to explain why it is necessary to consider the IT risks. 

 

those risks, it is recommended that: 

 

 ISA 315 should be improved to explain why it 

is necessary to consider the IT risks 

 

 Paragraph 20 and 21 of ISA 315 requires the auditor to 

obtain an understanding of control activities relevant to the 

audit, being those the auditor judges it necessary to 

understand in order to assess the risks of material 

misstatements at assertion level and design further audit 

procedures responsive to assessed risks. 

 

Most auditors believe that if a substantive audit approach is 

followed, the auditor does not need to understand the 

control activities. 

 

  

To require due consideration to be given to the 

evaluation of the sufficiency and appropriateness 

of audit evidence obtained: 

 Paragraph 20 and 21 of ISA 315 should be 

clarified to emphasise that controls are 

relevant to the audit even when the auditor has 

concluded that a substantive audit approach 

will be followed. 

 

 

 

 

 

 

 

ISA 402 Audit 

Considerations Relating 

to an Entity Using a 

Service Organization 

 The standard only addresses the requirements of the user 

auditor and emphasise that the service auditor corporate 

with the user auditor. 

 

 The standard does not address the extent of testing to be 

done by the service auditor. The extent of testing controls is 

To assist the auditor in applying the ISAs’ risk-

based approach when a user entity uses a service 

organization, it is recommended that: 

 Guidance or clarity on the issues details on the 

“comments column” should be provided. 
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RISK ASSESSMENT AND EVIDENCE GATHERING 

 

International Standards 

on Auditing (ISA) 

Comments Recommendation 

 

determined using the service auditor’s own materiality of 

which makes it difficult to determine how much assurance 

can be derived from it and how much more tests of details 

should be performed. 

 

 The user auditor has to provide reasonable assurance on the 

auditor’s report, however: 

o The type of report issued by the service auditor only 

provides limited assurance. 

o For substantive tests of details, the user auditor  may 

request the service auditor to perform agreed upon 

procedures which provide no assurance  

ISA 540 Auditing 

Accounting Estimates, 

Including Fair Value 

Accounting Estimates, 

and Related Disclosures 

 The revised ISA places added requirements on auditors to 

become experts and apply the valuation techniques whereas 

in the past the ISA required the auditors to evaluate the 

reasonability of the assumptions used in the valuation. The 

auditor face challenge in finding balance as to the extent of 

work that the auditor needs to do. More guidance or clarity 

should be provided. 

 

Refer to comments column 

ISA 550 Related Parties  Similarly to the consideration on materiality on disclosures, 

auditors faces challenges  regarding the extent of testing for 

the related party transactions, that is whether the all related 

parties transactions should be selected for audit. Guidance 

on the extent of testing should be provided, without giving 

the methodology. 

To assist the auditor in applying the ISAs’ risk-

based approach to the audit of related parties 

more guidance should be provided on the extent 

of testing should be provided, without giving the 

methodology. 
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RISK ASSESSMENT AND EVIDENCE GATHERING 

 

International Standards 

on Auditing (ISA) 

Comments Recommendation 

 

  

 

 

 

AUDIT EVIDENCE 

 

International Standards 

on Auditing (ISA) 

Comments Recommendation 

 

ISA 505 External 

Confirmations 
 To increase the efficiency of the auditor’s process for obtaining 

confirmations additional guidance on technology used to obtain 

confirmation should be provided. There is limited guidance on 

the standard. 

Refer to comments column 

ISA 580 Written 

Representations 

(incl. related  

amendments to ISA 210 

Agreeing the Terms of 

Audit Engagements) 

The illustrative Representation letter on Appendix 2 of the 

standards, does not include all representation required by the ISAs 

such as: 

 Going concern 

 Litigations and Claims 

 Subsequent events 

 Comparatives 

 

We recommend that all required representations be included in the 

illustrative representation letter for completeness purpose. 

 

Refer to comments column. 
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AUDIT EVIDENCE 

 

International Standards 

on Auditing (ISA) 

Comments Recommendation 

 

ISA 600 Special 

Considerations—Audits 

of Group Financial 

Statements (Including the 

Work of Component 

Auditors) 

 Group auditors do not understand the level of work required in 

terms of understanding the components. Key reliance is often 

placed on the components auditors to identify risk without 

consideration of risk by the group engagement team. 

 The auditors can identify sub-groups within a group, however 

considering branches, other components where several closing 

balances are combined in the Trial Balance has become 

challenging.  

 The standard requirements are overlooked when a single audit 

team is auditing the Group. 

 The requirements for communication between the group auditor 

and the component auditor are found to be prescriptive and do 

not allow flexibility, of which is proven to be time consuming. 

 Determining component materiality is challenging for some of 

the auditors.  

 The Johannesburg Stock Exchange Limited (JSE) requires all 

South African registered companies within a listed group to be 

audited, despite the size.  Based on this, the scoping of 

components do not really provide any efficiency in auditing a 

group, because statutory audits are required in any event. This 

limits the application of ISA 600, hence most auditors disregard 

ISA 600 completely.  

 

 Group engagement partners do not always provide written 

documentation of the extent of their involvement in audit 

procedures around group significant risk. They are involved in 

Based on the comments provided, guidance 

should be provided to: 

 

 assist the auditor in applying the ISAs’ 

risk-based approach to the audit of groups. 

 emphasize that the group auditor has sole 

responsibility for the audit of the group 

financial statements and to ensure that the 

group auditor has a sufficient and 

appropriate basis for the group audit 

opinion. 

 strengthen, and enhance the consistency 

of, the conduct of group audits, including 

in relation to:  

o The required understanding needed by 

the group auditor of the group, its 

components and their environments, 

and, where applicable, of the 

component auditor(s). 

o The determination of the type of work 

to be performed on the financial 

information of components (with 

special consideration given to 

significant components) and of the 

degree of group auditor involvement 

in the work performed by component 
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AUDIT EVIDENCE 

 

International Standards 

on Auditing (ISA) 

Comments Recommendation 

 

the discussion, but there is no documentation.  

 

 ISA 600 is difficult to follow, the involvement of the group 

auditor and the work of the component auditor seems excessive 

and in certain circumstances may not be possible. 

 

 The standard does not explain whether the requirements relating 

to the determination of significant and non-significant 

components are applicable when the laws and regulations 

require that all entities should be audited. Under these 

circumstances it will not be possible to only perform selected 

audit procedures or a review of a component. 

 

 Paragraph 38 of the standard requires subsequent events 

procedures to be performed until the date of the auditor’s 

report on the group financial statements. This becomes a 

problem when the date of the separate financial statements is 

earlier than the date of the consolidated/group financial 

statements. 

 

 The requirement to assess whether the auditor can service the 

principal auditor was left out in the clarified ISA. 

 

 Guidance on Joints audits should be addressed in ISA 600. 

auditors.  

o Communications between the group 

auditor and the component 

auditor(s).  

 

ISA 620 Using the Work 

of an Auditor’s Expert 
 It is proposed that more clarity and where appropriate, further 

guidance be provided with regard to the following challenges 

Refer to comments column. 
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AUDIT EVIDENCE 

 

International Standards 

on Auditing (ISA) 

Comments Recommendation 

 

(incl. related 

amendments to ISA 500 

and ISA 220)  

faced by auditors: 

o Determining whether there is need to re-perform all the 

ISA 620 procedures, when using the same auditor’s 

expert from previous year’s audit is a challenge, hence 

auditors always re-perform the same procedures year on 

year. 

 

o The standard requires the auditor to understand the 

methodology used by the expert as well as the 

assumption made, however the auditor might not have 

sufficient knowledge do to so. It is proposed that the 

IAASB take into account when clarifying the ISAs. 

 

o We often differentiate between the auditor’s expert and 

management’s expert, therefore determine the 

level/extent of work required between these experts and 

ensuring that there is balance is often challenging for 

some auditors. It is proposed that the link between two 

experts be provided as well as the level of work that the 

auditors should perform. 

 

 Paragraph 8 of ISA 620 requires that the nature, timing and 

extent of the auditor’s procedures with respect to the 

requirements in paragraphs 9 – 13 of this ISA will vary 
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AUDIT EVIDENCE 

 

International Standards 

on Auditing (ISA) 

Comments Recommendation 

 

depending on the circumstances. In determining the nature, 

timing and extent of those procedures, the auditor shall 

consider mattes including …….. 

 

As this is a requirement, we propose that the underlined words 

should be reworded to state “ the auditor shall design 

procedures having regard to circumstances……” 

 

  

 

AUDITOR COMMUNICATIONS AND AUDITOR REPORTING 

 

International Standards 

on Auditing (ISA) 

Comments Recommendation 

 

ISA 260 Communication 

with those charged with 

governance 

 ISA 260 is often difficult to apply for small practices, as 

management and those charged with governance are the 

same persons, therefore it is proposed that more guidance be 

provided. 

Refer to comments column. 

ISA 265 Communicating 

deficiencies in internal 

control to those charged 

with governance and 

management 

 It is difficult for most auditors to distinguish between 

“significant deficiency in internal control” and “other 

deficiency in internal control”.  

 

The auditor is required to apply professional judgment in 

this case, hence it is proposed that IAASB develop a 

“professional judgement framework as detailed in our 

recommendation under ISA 200 above. 

Refer to the comments column. 



 

 Plan for a Post-Implementation Review of the 

Clarified International Standards on Auditing  

October 2012 

 

 13 

AUDITOR COMMUNICATIONS AND AUDITOR REPORTING 

 

International Standards 

on Auditing (ISA) 

Comments Recommendation 

 

 

ISA 700 Forming an 

opinion in the 

independent auditor’s 

report 

 Our comments will be incorporated in the exposure draft 

that will be issued when the invitation to comment on the 

ITC: Improving Auditor’s Report is exposed for comments. 

 

Refer to the comments column. 

ISA 705 Modifications to 

the opinion in the 

independent auditor’s 

report 

 Our comments will be incorporated in the exposure draft 

that will be issued when the invitation to comment on the 

ITC: Improving Auditor’s Report is exposed for comments. 

 

Refer to the comments column. 

ISA 706 Emphasis of 

matter paragraphs and 

other matter paragraphs 

in the independent 

auditor’s report 

 Our comments will be incorporated in the exposure draft 

that will be issued when the invitation to comment on the 

ITC: Improving Auditor’s Report is exposed for comments. 

 

Refer to the comments column. 

ISA 800 Special 

Considerations—Audits 

of Financial Statements 

Prepared in Accordance 

with Special Purpose 

Frameworks, ISA 805 

Special Considerations—

Audits of Single 

Financial Statements and 

Specific Elements, 

Accounts or Items of a 

Financial Statement, and 

 Our comments will be incorporated in the exposure draft 

that will be issued when the invitation to comment on the 

ITC: Improving Auditor’s Report is exposed for comments. 

 

Refer to the comments column. 
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AUDITOR COMMUNICATIONS AND AUDITOR REPORTING 

 

International Standards 

on Auditing (ISA) 

Comments Recommendation 

 

ISA 810 Engagements to 

Report on Summary 

Financial Statements 

 

 

 

QUALITY CONTROL  

 

International Standards 

on Auditing (ISAs) & 

International Standards 

on Quality Control 

(ISQC) 

Comments Recommendation 

 

ISQC 1 Quality Control 

for firms that perform 

audit and reviews of 

financial statements and 

other assurance and 

related service 

engagements 

 

 No comment 

 

 No comment 

 

ISA 220 Quality control 

for an audit of financial 

statements 

 No comment 

 

 No comment 
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AUDIT DOCUMENTATION  

 

International Standards 

on Auditing (ISA) 

Comments Recommendation 

 

ISA 230 Audit 

Documentation 

 

 No comment, other than matters raised above in this 

comment letter. 

 

 No comment 
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