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COMMUNICATING DEFICIENCIES IN INTERNAL CONTROL TO THOSE 

CHARGED WITH GOVERNANCE AND MANAGEMENT  

[SA – 265]  w.e.f. April 1, 2010 

This SA deals with the auditor’s responsibility to communicate appropriately to those charged with 

governance and management deficiencies in internal control that the auditor has identified during the audit 

and that, in the auditor’s judgment, are of sufficient importance. This SA does not impose additional 

responsibilities on the auditor regarding obtaining an understanding of internal control and designing and 

performing tests of controls over and above the requirements of SA 315 and SA 330. 

Deficiency in internal control – This exists when: 

(i)  A control is designed, implemented or operated in such a way that it is unable to prevent, or detect and 

correct, misstatements in the financial statements on a timely basis; or 

(ii)  A control necessary to prevent, or detect and correct, misstatements in the financial statements on a 

timely basis is missing. 

Requirements of SA 265: 

(A) Identification of deficiencies in internal Control 

1.   The auditor shall determine whether, on the basis of the audit work performed, the auditor has 

identified one or more deficiencies in internal control. 

2.   If the auditor has identified one or more deficiencies in internal control, the auditor shall 

determine, on the basis of the audit work performed, whether, individually or in combination, 

they constitute significant deficiencies.   

Note: The significance of a deficiency or a combination of deficiencies in internal control 

depends not only on occurrence of misstatement, but also on the likelihood that a misstatement 

could occur. Therefore, significant deficiencies may exist even though the auditor has not 

identified misstatements during the audit.     

(B) Communication of deficiencies in Internal Control:  

1.   The auditor shall communicate in writing significant deficiencies in internal control identified 

during the audit to those charged with governance on a timely basis.  

2.   The auditor shall also communicate  to management at an appropriate level of responsibility on a 

timely basis:   
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(a)  In writing, significant deficiencies in internal control that the auditor has communicated or 

intends to communicate to those charged with governance, unless it would be inappropriate 

to communicate directly to management in the circumstances; and  

(b)  Other deficiencies in internal control identified during the audit that have not been 

communicated to management by other parties and that, in the auditor’s professional 

judgment, are of sufficient importance to merit management’s attention.  

(c) Contents of written communication of significant deficiencies in internal control: 

(a)  A description of the deficiencies and an explanation of their potential effects; and  

(b)  Sufficient information to enable those charged with governance and management to understand 

the context of the communication. In particular, the auditor shall explain that:  

(i)  The purpose of the audit was for the auditor to express an opinion on the financial 

statements; 

(ii)  The audit included consideration of internal control relevant to the preparation of the 

financial statements in order to design audit procedures that are appropriate in the 

circumstances, but not for the purpose of expressing an opinion on the effectiveness of 

internal control; and 

(iii)  The matters being reported are limited to those deficiencies that the auditor has identified 

during the audit and that the auditor has concluded are of sufficient importance to merit 

being reported to those charged with governance. 
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