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August 10, 2011

Mr. Greg Shields, CA
Director, Auditing and Assurance Standards
The Canadian Institute of Chartered Accountants
277 Wellington Street West
TORONTO, Ontario M5V 3H2

Dear Mr. Shields:

Re:

	

Invitation to Comment - Exposure Draft ISAE 3000 (Revised), Assurance
Engagements Other Than Audits or Reviews of Historical Financial Information

Thank you for the opportunity to comment on the subject exposure draft. Overall, we strongly
disagree with proposed ISAE 3000. Our response to the specific exposure draft questions are noted
below. Our response to IAASB on the exposure draft is attached to this letter.

Responses to Questions

1. We do not consider the proposed standard to meet our Canadian context needs. As such, it
would not be appropriate for the AASB to adopt proposed ISAE 3000 to replace Sections 5025,
5030, 5049 and 5050.

(a) Proposed ISAE 3000 would need significant change, including changes to fundamental
concepts, to be rendered appropriate.

(b) The objective and concept of misstatement as defined in proposed ISAE 3000 are not
appropriate for direct engagements. According to proposed ISAE 3000, if the practitioner in a
direct engagement has not properly measured the underlying subject matter against the
criteria, the practitioner's resulting subject matter information is a misstatement. This result is
not analogous to a misstatement by management in an assertion in an attest engagement.
Using the same definition to describe both circumstances is inappropriate. The objective of a
direct engagement is to measure or evaluate the underlying subject matter against the
criteria. Proposed ISAE 3000 does not include the identification and accumulation of
departures or deviations from the criteria and their consideration in forming the assurance
conclusion.

2. If proposed ISAE 3000 could be satisfactorily amended, the AASB should consider removing
Sections PS 5000 - PS6420 from Other Canadian Standards, with the exception of PS 5300. PS
5300 includes requirements for a specific subject matter (compliance with legislative and related
authorities in the public sector). These requirements continue to be relevant. The remaining
Sections provide useful guidance but do not need to be in the form of a standard.

Yours truly,

Bonnie Lysyk, MBA, CA
Provincial Auditor
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August 12th, 2011 
 
Greg Shields, CA 
Director, Auditing and Assurance Standards 
The Canadian Institute of Chartered Accountants 
277 Wellington Street West 
Toronto, Ontario 
M5V 3H2 
Email: ed.assurancestds@cica.ca 
 
Re: Exposure Draft – ISAE 3000 (revised), Assurance Engagements Other Than Audits or 
Reviews of Historical Financial Information 
 
Dear Greg: 
 
We are pleased to have the opportunity to comment on the above Exposure Draft. 
  
Comments Requested by AASB 
 
1. If ISAE 3000 is approved as proposed in the Exposure Draft, do you believe that it 

would be appropriate for the AASB to adopt ISAE 3000 to replace Sections 5025, 5030, 
5049 and 5050? Please provide reasons supporting your response, including, when 
applicable, the types of amendments to ISAE 3000 you consider would be necessary 
for the standard to be appropriate for use in the Canadian context. In this respect, 
the AASB is particularly interested in understanding whether: (a) there is a need for 
additional requirements in ISAE 3000 that would make it an appropriate stand-alone 
standard (see also Question 1 in the IAASB's Exposure Draft); and (b) the objective 
and the concept of misstatement as outlined in ISAE 3000 are appropriate for direct 
engagements (see also Question 3 in the IAASB's Exposure Draft). 

 
• ISAE 3000.2 - Requiring the practitioner to comply with International Rules of 

Professional Conduct and ISQC1 (or equally stringent criteria) may pose challenges to 
some who would want to use the standard (i.e., small practices that only do tax and 
NTRs, non-accounting types who want to provide assurance reports under a standard 
and choose this ISAEs for that purposes (i.e., S5970s, etc.)). 

• ISAE 3000.8 – The definitions of ‘underlying subject matter’, ‘subject matter 
information’ and suitable criteria are confusing at times, especially when one starts 
dealing with direct engagements as the lines begin to blur between the auditor’s report 
/ opinion and the subject matter information in these direct engagements.  
Specifically, how can a practitioner give a meaningful audit report on the subject 
matter information when they are the one creating the subject matter information?  
Specifically, for paragraphs like 18(a), 60(a), A31, or A10, the question is how can the 
practitioner be independent in auditing the subject matter information when he / she 
created it in a direct engagement?  There will be difficulty applying this to direct 
engagements generally, even with the added guidance in 3000.A6 and A68. 

• ISAE 3000.A154 – This paragraph suggests an attestation engagement can be worded in 
terms of the underlying subject matter and the criteria.   Here, practitioners may 
confuse this definitions of a direct engagement and an attestation engagement (ISAE 
3000.8(a)(ii)). 

• ISAE 3000.8(e) – We understand the concept that this standard is intended to be a 
‘stand-alone’ standard, one aim of which, is to allow non-CAs to provide these types of 
engagements.  But with the definition of ‘Engagement partner’ as given, including the 
various rules for public accounting licenses in Ontario for example, it is difficult to see 
how this definition and standard would be applied outside a CA firm context. 



• Furthermore, it is difficult for this to be a  ‘standalone’ standard given some of the 
smaller nuances that are addressed in the CASs but not in this standard: CAS 705, CAS 
706, CAS 710, CAS 720, CAS 560, etc.  There is much guidance in these CASs (e.g. 
subsequent events) that provide useful and necessary guidance which, as a standalone 
standard, ISAE 3000 does not address but these are integral parts of an engagement. 

• ISAE 3000.8 – the definition of materiality is missing from the definitions (but it appears 
to be included in the application sections in A84-A91). 

• ISAE 3000.42, A2 – The concept of the level of assurance in a limited assurance 
engagement being that which is ‘meaningful to the users’ is a very difficult and 
impracticable concept to apply.  For both practitioners and users, it is very difficult to 
know what this means and how it translates into actual procedures.  Professional 
judgement would be needed and would potentially vary significantly between 
practitioners without some further guidance or related sub-standard. 

• ISAE 3000.60(f) – Raises the concept of ‘special purpose’ but there appears to be little 
in the standard to deal with all the unique aspects, including reporting, similar to CAS 
800 / CAS 805.  Again the ‘stand-alone’ nature is called into question. 

• ISAE 3000.60(k) – The concept of including a ‘summary of work plan’ could be very 
difficult to apply in practice, especially in the case of ISAE 3000 engagements with no 
further subsections and in the case of limited assurance engagements. 

• ISAE 3000.63 – If this standard does not give the option of expressing a ‘true and fair 
view’, it is called into question whether the standard really is equivalent to the other 
standards on assurance engagements. 

• ISAE 3000.A60 – If adopted in Canada, various cross references to other International 
standards will need to be replaced with Canadian equivalents.  This could pose a 
problem if there are references to standards not yet adopted in Canada.  There may be 
Canadian equivalent standards that can be referenced, however they will also have to 
be analyzed to ensure their requirements are similar. 

• ISAE 3000.A131 – This paragraph seems to hint at the concept of a compliance opinion 
vs. a fair presentation opinion but this seems to be the first mention of this concept in 
this ED.  If the intent is to allow for compliance vs. fair presentation opinions, the 
standard needs further guidance, especially if it is to be stand-alone from the CASs / 
ISAs. 

 
 
Comments Requested by IAASB 
 
1. Do respondents believe that the nature and extent of requirements in proposed ISAE 

3000 would enable consistent high quality assurance engagements while being 
sufficiently flexible given the broad range of engagements to which proposed ISAE 
3000 will apply?  

 
Overall we feel the standard allows for much flexibility.  The standard is very principles 
based so without a more specific sub-standard for the particular nature of the engagement, 
it would be difficult to envision how consistency would be achieved given the amount of 
‘professional judgement’ involved in the interpretation and application. 
 
Generally there is extensive use of ‘may’ and ‘might’ in the standard which may lead to 
inconsistency in the application of the principles. 
 
The main confusion lies with the concept of Attestation vs. Direct engagements. For Direct 
Engagements, the practitioner will also be preparing the subject matter information and 
this is different from the usual audit. This can potentially create a  self review threat 
(Assurance and Limited). 

2. With respect to levels of assurance:  
 
(a) Does proposed ISAE 3000 properly define, and explain the difference between, 

reasonable assurance engagements and limited assurance engagements?  

Somewhat.  Limited assurance engagements seem very open to different levels of 
assurance although in theory it should match the assurance sought by the particular 



user.  This is difficult for a practitioner to determine the extent of procedures in a 
particular case, especially for ‘general purpose’ engagements. 

(b) Are the requirements and other material in proposed ISAE 3000 appropriate to 
both reasonable assurance engagements and limited assurance engagements?  

Yes, but see answer in (a) above. 

(c) Should the proposed ISAE 3000 require, for limited assurance, the practitioner to 
obtain an understanding of internal control over the preparation of the subject 
matter information when relevant to the underlying subject matter and other 
engagement circumstances? 

This is a point that can be debated.  Some feel that this is a requirement for Review 
Engagements (ISRE 2400) so it should be consistently required for this standard as well.  
Others feel that the extent of work for limited assurance engagements is variable and 
based on what the practitioner thinks the user would expect, it seems theoretically 
wrong to require / prohibit it because the user may expect that in a particular 
circumstance, putting the practitioner in a dilemma. 

3. With respect to attestation and direct engagements:  
(a) Do respondents agree with the proposed changes in terminology from ‘assurance-

based engagements’ to ‘attestation engagements’ as well as those from ‘direct-
reporting engagements’ to ‘direct engagements’?  

No. 

(b) Does proposed ISAE 3000 properly define, and explain the difference between, 
direct engagements and attestation engagements?  

Yes, additional examples would be beneficial. 

(c) Are the objectives, requirements and other material in the proposed ISAE 3000 
appropriate to both direct engagements and attestation engagements? In 
particular:  

(i) In a direct engagement when the practitioner’s conclusion is the subject 
matter information, do respondents believe that the practitioner’s objective 
in paragraph 6(a) (that is, to obtain either reasonable assurance or limited 
assurance about whether the subject matter information is free of material 
misstatement) is appropriate in light of the definition of a misstatement (see 
paragraph 8(n))?  

No, see previous comments regarding potential confusion regarding direct 
engagements. 

(ii) In some direct engagements the practitioner may select or develop the 
applicable criteria. Do respondents believe the requirements and guidance in 
proposed ISAE 3000 appropriately address such circumstances? 

No, see previous comments regarding potential confusion regarding direct 
engagements. 

 
4. With respect to describing the practitioner’s procedures in the assurance report:  

(a) Is the requirement to include a summary of the work performed as the basis for 
the practitioner’s conclusion appropriate?  
 
The question is whether the intent here would result in a specified procedures report.  
This can lead to confusion.  Further definition on the amount of detail necessary is 
needed.   More guidance on this area as it pertains to differentiating between 
reasonable and limited assurance engagements, would be helpful. 

 
(b) Is the requirement, in the case of limited assurance engagements, to state that 

the practitioner’s procedures are more limited than for a reasonable assurance 
engagement and consequently they do not enable the practitioner to obtain the 



assurance necessary to become aware of all significant matters that might be 
identified in a reasonable assurance engagement, appropriate?  
 
Yes, it is appropriate to include so there is clarity over the extent of work. 

 
(c) Should further requirements or guidance be included regarding the level of detail 

needed for the summary of the practitioner’s procedures in a limited assurance 
engagement?  
 
Yes, examples would be useful.  We believe the summary of procedures should only be 
at a high level and easy to understand by the users of the report. 

 
5. Do respondents believe that the form of the practitioner’s conclusion in a limited 

assurance engagement (that is, ‘based on the procedures performed, nothing has come 
to the practitioner’s attention to cause the practitioner to believe the subject matter 
information is materially misstated’) communicates adequately the assurance 
obtained by the practitioner?  

 
While some of us believe that it would adequately communicate the assurance obtained, 
others believe that because the standard anticipates varying levels of limited assurance 
(determined by the practitioners judgement of the level of assurance desired by the user), 
the use of a single opinion phrase may not be sufficient here.  This results in potentially 
two limited assurance engagements having the same opinion but might have vastly 
different levels of actual assurance and work. 

 
6. With respect to those applying the standard: 

(a) Do respondents agree with the approach taken in proposed ISAE 3000 regarding 
application of the standard by competent practitioners other than professional 
accountants in public practice?  
 
Terms used are generally derived from ISAs and if non-accountants use this framework 
they may not have the depth of understanding compared to a practitioner that has 
audit experience.   
 

(b) Do respondents agree with proposed definition of ‘practitioner’? 
 
See (a) above. 
 

 
Thank-you for your consideration of the above-noted comments. If you have any further 
questions, please contact me at (416) 369-3097. 
 
 
Yours truly,  

 
Mark Lam 
 
Mark C. Lam, C.A., CPA 
Senior Manager, National Assurance Standards 
 
BDO Canada LLP  
Chartered Accountants 
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