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SA-260(R) 

 

 

Q.1. Why this SA? 

This Standard on Auditing (SA) deals with the 

Auditor’s responsibility to communicate with Those 

Charged with Governance in an Audit of Financial 

Statements. 

Q.2. Why such communication? 

The objectives of the Auditor under this SA required to 

achieved are: 

 To communicate clearly with those charged with 

governance the responsibilities of the Auditor in 

relation to the financial statement Audit, and an 

overview of the planned scope and timing of the 

Audit;  

 To obtain from those charged with governance 

information relevant to the Audit;  
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 To provide those charged with governance with 

timely observations arising from the Audit that are 

significant and relevant to their responsibility to 

oversee the financial reporting process; and 

 To promote effective two-way communication 

between the Auditor and those charged with 

governance. 

Q.3. What matters are required to 

communicate to TCWG? 

According to SA 260 following are the matters to be 

communicated to TCWG- 

 The Auditor's Responsibilities in Relation to the 

Financial Statement Audit 

 The Auditor is responsible for forming and 

expressing an opinion on the Financial 

Statements; and 

 The Audit of the Financial Statements does not 

relieve Management or TCWG of their 

responsibilities. 

(This is already part of Audit Engagement Letter learnt 

in SA 210, which may be provided to TCWG) 
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 Planned Scope & Timing of Audit 

The Auditor shall communicate with TCWG an 

overview of the planned scope and timing of the 

Audit. It may include: 

 How the Auditor proposes to address the 

significant risks of material misstatements, 

whether due to fraud or error. 

 How the Auditor plans to address areas of 

higher assessed risk o material misstatements. 

 Auditor’s assessment and reliance on internal 

control. 

 Application of concept of materiality. 

 Significant Findings of the Auditor during Audit  

The Auditor shall communicate with TCWG: 

 Auditor’s opinion about significant qualitative 

aspects of the entity's accounting practices, 

including accounting policies, accounting 

estimates and Financial Statements disclosures. 

 And also Significant difficulties, if any, 

encountered during the Audit by the Auditor; 

Examples of Significant difficulties: 
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o Major delays in management providing 

required information. 

o Restricting Auditors time limit to complete 

the Audit. 

o Delaying, Prolonging, Restricting information 

flow. 

 Unless all of TCWG are involved in managing 

the entity Auditor shall communicate: 

o Significant matters, observed during the 

Audit that were discussed, or to be discussed 

with management; and 

o Written representations the Auditor is 

requesting from them; and 

 Circumstances that affect the form and content 

of the Auditor's report, if any. 

 Any other significant matter that in the Auditor's 

professional judgment, are significant to the 

over- sight of the financial reporting process. 

 Auditor Independence 

In the case of Listed Entities, the Auditor shall 

communicate with TCWG in form of a declaration 

statement that: 

http://www.cakit.in/
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 The engagement team has complied with relevant 

ethical requirements regarding independence; and 

 All relationships and other matters between the 

firm, network firms, and the entity that bear on 

independence; and 

 Related safeguards to eliminate identified threats 

to independence. 

Q.4. What shall be the process of 

Communication? 

The Auditor shall communicate with TCWG the  

 Form,  

 Timing and  

 Expected general content of communications.  

Clear communication of the Auditor’s responsibilities, 

the planned scope and timing of the Audit, and the 

expected general content of communications helps 

establish the basis for effective two-way 

communication. The communication process will vary 

with the circumstances, including the size and 

governance structure of the entity, how those charged 

with governance operate, and the Auditor’s view of 
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the significance of matters to be communicated. The 

Auditor shall evaluate whether the two-way 

communication between the Auditor and TCWG has 

been adequate for the purpose of the Audit. If it has 

not, the Auditor shall evaluate the effect on the 

Auditor's assessment of the risks of material 

misstatement. 

Q.5. What shall be the forms of 

Communication? 

Auditor may communicate to TCWG in any of the 

following form: 

 Oral or Written; 

 Detail or Summarized; 

 Structured or Unstructured. 

It should be noted that the Auditor shall communicate 

in writing with TCWG regarding significant matters, 

from the Audit when, in the Auditor's professional 

judgment, oral communication would not be 

adequate. 

The Auditor shall communicate in writing with TCWG 

regarding Auditor Independence. 
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Q.6. What shall be the time of 

Communication? 

According to SA 260 the Auditor shall communicate 

with TCWG on a timely basis. The appropriate timing 

for communication will vary with the significance and 

nature of the matter, and the action expected to be 

taken by TCWG. For at the planning, independence 

shall be communicated at earlier stage of Audit, 

misstatements found during the Audit shall be 

communicated immediately  

Q.7. What should be documented by the 

Auditor? 

Auditor should document all the matters, which he 

communicated orally, and also document to whom he 

communicated. It may include a copy of minutes 

prepared by entity retained as part of the Audit 

documentation where those minutes are an 

appropriate record of communication. Auditor shall 

retain copy of all those matters, which he 

communicated in writing. 
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THIS SA IN EXAM 

Q.8. Compare and explain the following: 

Reporting to Shareholders vs. reporting to 

TCWG.          (Nov 14/ 3 Marks) 

 

Reporting to Shareholders Reporting to TCWG 

Reporting to shareholder 

generally focuses on true 

and fair view of financial 

statements and depends 

on the statutory 

requirement to report. 

Reporting to TCWG 

generally includes 

auditor’s responsibilities, 

planned scope and timing 

of Audit, significant 

findings from the Audit 

and independence.  

Reporting to shareholders 

is an external report and 

issued 

Reporting to TCWG is an 

internal report and not 

issued in public domain. 
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Q.9. “The Auditors should communicate Audit 

matters of Governance interest arising 

from the Audit of Financial Statements 

with those charged with the Governance 

of an entity”. Briefly state the matters to 

be included in such Communication.    

(Nov 06/ 8 Marks) 

1.   The Auditor's Responsibilities in Relation to the           

 Financial Statement Audit: 

 The Auditor shall communicate that he is 

responsible for forming and expressing an opinion 

on the Financial Statements that have been 

prepared by management with the oversight of 

those charged with Governance; and the Audit of 

the Financial Statements does not relieve 

management or those charged with Governance of 

their responsibilities. 

2. Planned Scope and Timing of the Audit: 

The Auditor shall communicate an overview of the 

planned scope and timing of the Audit. 
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3. Significant Findings from the Audit: 

 The Auditor shall communicate his views about 

significant qualitative aspects of the entity's 

accounting practices, including Accounting 

Policies, Accounting Estimates and Financial 

Statement disclosures. 

 Significant difficulties, if any, encountered during 

the Audit; 

 Unless all of those charged with Governance are 

involved in managing the entity: 

o Material weaknesses, if any, in the design, 

implementation or operating effectiveness of 

internal control that have come to the 

Auditor's attention and have been 

communicated to management as required by 

SA 315 or SA-330; 

o Significant matters, if any, arising from the 

Audit that were discussed, or subject to 

correspondence with management; and 

o Written representations the Auditor is 

requesting; and 

 Other matters, if any, arising from the Audit 

that, in the Auditor's Professional Judgment, are 
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significant to the oversight of the financial 

reporting process. 
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