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SA 210 (R) - AGREEING THE TERMS OF AUDIT  ENGAGEMENTS 
 . How an Auditor will decide whether to accept the engagement as an auditor or not? 
ccording to SA 210 Revised “ The objective of the auditor is to accept or continue an audit engagement 
nly when the basis upon which it is to be performed has been agreed, through: 
a) Establishing whether the preconditions for an audit are present; and 
b) Confirming that there is a common understanding between the auditor and 

anagement and, where appropriate, those charged with governance of 
he terms of the audit engagement. 

. What do you mean by preconditions to an audit and how auditor establishes it? 
ccording to SA 210 Revised Preconditions for an audit  means “ The use by management of an 
cceptable financial reporting framework in the reparation of the financial statements and the 
greement of management and, where appropriate, those charged with governance to the premise 
n which an audit is conducted. 

n order to establish whether the preconditions for an audit are present, the auditor shall: 
a) Determine whether the financial reporting framework to be applied in the preparation of the financial 
tatements is acceptable; and  
b) Obtain the agreement of management that it acknowledges and understands its responsibility:  
i) For the preparation of the financial statements in accordance with the applicable financial reporting 
ramework, including where relevant their fair presentation;  
ii) For such internal control as management determines is necessary to enable the preparation of financial 
tatements that are free from material misstatement, whether due to fraud or error; and  
iii) To provide the auditor with: 
. Access to all information of which management is aware that is relevant to the preparation of the financial 
tatements such as records, documentation and other matters; 
. Additional information that the auditor may request from management for the purpose of the audit; and 
. Unrestricted access to persons within the entity from whom the auditor determines it necessary to obtain 
udit evidence. 

.What should be auditors course of action if limitation on Scope have been imposed Prior to Audit 
ngagement Acceptance 

f management or those charged with governance impose a limitation on the scope of the auditor’s work in 
he terms of a proposed audit engagement such that the auditor believes the limitation will result in the 
uditor disclaiming an opinion on the financial statements, the auditor shall not accept such a limited 
ngagement as an audit engagement, unless required by law or regulation to do so. 

. What is Audit Engagement Letter and what it contains ? 
ccording to SA 210 Revised The auditor shall agree the terms of the audit engagement with management 
r those charged with governance, as appropriate. The agreed terms of the audit engagement shall be 
ecorded in an audit engagement letter or other suitable form of written agreement and shall include:  
a) The objective and scope of the audit of the financial statements; 
b) The responsibilities of the auditor; 
c) The responsibilities of management; 
d) Identification of the applicable financial reporting framework for the preparation of the financial 
tatements; and 
e) Reference to the expected form and content of any reports to be issued by the auditor and a statement 
hat there may be circumstances in which a report may differ from its expected form and content. 



 

According to SA240 “It is in the interests of both the entity and the auditor that the auditor sends an audit 
engagement letter before the commencement of the audit to help 
avoid misunderstandings with respect to the audit.” 
 
.Usually once the terms are determined auditor shall not agree to a change in the terms of the audit 
engagement where there is no reasonable justification for doing so, or that conveys a lower level of 
assurance. 
 


