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2.2.4 Documentation of Engagement Terms 

Introduction 

This section provides policies and guidance on documenting engagement terms. 

Engagement Controllers must issue an engagement letter for each audit or related service conducted 

by the Audit Office. Engagement letters should include matters unique to the engagement and be 

issued before the engagement commences. Where an engagement is the audit of general purpose 

financial statements, the engagement letter is issued as an Annual Engagement Plan. 

The Audit Office maintains its Terms of Engagement for all audits on the Audit Office website. The 

document includes terms common to all Audit Office engagements. 

Policies and guidance 

1. For financial audits, the Engagement Controller (EC) must agree the terms of an 

engagement before starting any assurance or related service work. 

2. The EC must confirm the engagement terms with the client and reference to the Audit 

Office’s generic Terms of Engagement for financial audits by way of: 

- an Annual Engagement Plan (AEP), for general purpose financial statements, 

- an engagement letter, for all other audit or related services. 

3. The EC must seek formal written acceptance of the terms from the client before starting 

any audit or related service. 

4. The EC must use the Audit Office’s AEP and engagement letter templates, if available. 

AEP and engagement letter templates must be tailored to suit the circumstance, size, 

nature and risk of the engagement. Templates contain the Audit Office’s instructions and 

guidance for the review and approval of the AEP and engagement letters. 

5. Where no template is available, ECs must draft a customised engagement letter and 

before it is issued, send it to the Quality and Innovation Group for review if: 

- the engagement is new 

- the terms of the engagement have changed significantly. 

6. The Principal Analyst must communicate the terms of a performance audit engagement 

in separate engagement letters to each entity subject to audit. The Audit Office’s 

instructions and guidance for engagement letters and communications to key 

stakeholders are on Alfie. 

7. 2.2.7 Comfort Letters contains Audit Office policies for Comfort Letter engagements. 

8. A signed copy of the AEP or Engagement letter and the client’s Acknowledgement of 

Terms must be filed in the relevant audit’s HPCM z file container and Iris index. 
 

Effective date 

Issued November 2017 and effective November 2017. 

https://www.audit.nsw.gov.au/sites/default/files/auditoffice/Resources-general---Current/Terms-of-Engagement_version_363_current.pdf
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