
 

 

Highlights and Impacts of the Clarified SSA 260, New SSA 265 and Clarified SSA 540 

 
The Technical Group Discussion on Highlights and Impacts of the Clarified Singapore Standards on 

Auditing (“SSA”) 260 Communication with Those Charged with Governance, New SSA 265 

Communicating Deficiencies in Internal Control to Those Charged with Governance and Management 

and Clarified SSA 540 Auditing Accounting Estimates, Including Fair Value Accounting Estimates, and 

Related Disclosures was addressed by Mr Hans Koopmans, Partner of PricewaterhouseCoopers LLP, on 

18 November 2010, at the Singapore Accountancy Academy Global Education (City Campus), to 49 

participants, comprising mainly auditors.  

 

Mr Koopmans highlighted to the participants the key requirements of the clarified/new SSAs and some 

key takeaways of the SSAs would include: 

 

- Clarified SSA 260 - It is important for auditors to promote two-way communications with those 

charged with governance (“TCWG”). This would enable auditors to better understand clients’ 

businesses and risks. He further encouraged the participants to better communicate with their clients, 

so that their clients may better understand the auditor’s responsibilities, scope and significant findings 

of the audit. While an auditor could rely more on oral communication in a Small and Medium 

Enterprise (“SME”) audit, the auditor would still need to document the discussion with TCWG to 

maintain a proper audit trail.  

 

- New SSA 265 - Auditors need to communicate findings of significant deficiencies in internal controls 

in writing to TCWG on a timely basis. While significance of deficiency is a matter of judgement, 

once identified, significant deficiencies are required to be communicated, regardless of cost or other 

considerations, to TCWG. Written communication of significant deficiencies are still required for 

SMEs, despite the simpler governance structures. 

 

- Clarified SSA 540 - In auditing accounting estimates, an auditor shall review the outcome of 

accounting estimates made in the prior period’s financial statements and their subsequent re-

estimation for the purpose of the current period. While indicators of possible management bias do not 

constitute misstatements, the auditor would need to exercise professional judgement on whether these 

possible biases constitute a pattern and represent significant implications to the financial statements.  

 

During the Question & Answer session, a participant raised an interesting scenario, whereby in a SME 

setting, the roles of the manager, accountant and executive director are undertaken by the same person. In 

such a scenario, who should the written communication be made to? In response, Mr Koopmans 

acknowledged the dilemma and advised, since the roles are undertaken by the same person, the 

communication only need to be made once. The communication once made would adequately inform all 

in the governance capacity. 

 

Mr Koopmans concluded the session by agreeing that although SSA 265 requires communication of 

significant deficiencies in internal controls to TCWG, there is no harm for the auditor to do more than 

required, by communicating all deficiencies in internal controls to TCWG.   

 

 

 


