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Update

Property managing agents are considered to be a service 

organisation to their property investor clients. Institutional investors 

are now demanding evidence of a strong control framework from 

their service providers and assurance regarding financial processes.  

Being more than a standard health check, the ISAE 3402 assurance 

report is a valuable tool available to third party service providers, 

helping them to build trust by providing assurance. It provides 

independent assurance to clients that a company has robust 

financial controls in place. And, as the reviews are conducted  

on an annual basis, clients can be assured that your financial 

controls have been subject to rigorous testing and continue  

to meet international standards. 

Demystifying ISAE 3402
How do service organisations benefit from 

commissioning an ISAE 3402 review?

As an outsourced service provider, you will be familiar with the 

challenge of managing demands from your clients’ auditors for 

access to your systems to test the adequacy of internal controls. 

With an ISAE 3402 report in place, rather than each audit firm 

coming to your company’s premises to conduct their own tests, 

clients’ auditors can use the report to gain assurance on the 

adequacy of controls in place.

ISAE 3402 reviews can also help you to attract and retain 

international business and investors. Clients, particularly from 

the USA, increasingly ask to see ISAE 3402 reports (or a national 

equivalent) to gain assurance on the quality of controls being 

operated by the service supplier. This may even be a pre-

requisite for doing business.

Forward-looking service organisations can use their ISAE 3402 

proactively as a marketing tool to gain competitive advantage 

over rivals by showing that effective controls have been 

implemented and, depending on the type of ISAE 3402 report, 

operated effectively over a given period.

ISAE 3402 review: providing assurance 
to investors

ISAE 3402 reviews can also play a part in risk management 

concerning the delivery of services to clients. Directors in service 

organisations can gain peace of mind as to the operational 

effectiveness of their controls and hence their ability to provide 

services consistently and securely.

What types of report are produced following  

an ISAE 3402 review?

Service organisations can choose to receive a Type 1 or  

Type 2 report:

• Type 1: this looks at the design and implementation of the 

controls in place in the organisation;

• Type 2: as well as looking at control design and 

implementation, the report addresses the operating 

effectiveness of those controls over a given period (not less 

than six months).

What is involved in an ISAE 3402 review?

The process begins with the directors of the service organisation 

preparing a report documenting the procedures and controls 

they believe to be in place. If seeking a Type 2 report, the 

directors should also make sure there is an audit trail so that the 

reporting accountants will be able to find evidence concerning 

the operational effectiveness of the procedures and controls 

over the specified period.

 

Having received the directors’ report, the reporting accountants 

will perform the appropriate tests:

• for Type 1 reports, they will seek to verify that the procedures 

and controls as described by the directors have been 

implemented;

• for Type 2 reports, the reviewing accountants will also seek 

evidence on the operational effectiveness of the stated 

procedures and controls over the complete period specified, 

performing tests as appropriate.
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How do the reporting accountants convey  

their findings?

ISAE 3402 sets out a standardised approach for how the 

accountants should report their findings.

In the case of a Type 1 report, the reporting accountants will 

express an opinion on whether the directors’ description fairly 

presents the service organisation’s control system, and whether 

the controls were suitably designed.

 

In a Type 2 report the accountants will also express an opinion 

on whether the controls operated effectively throughout the 

specified period. Where the accountants have found some 

exceptions – such as controls not operating effectively –  

these will be reported.

How often are ISAE 3402 reviews performed?

Organisations that commission an ISAE 3402 review typically 

seek to have them performed annually, so that they have 

ongoing and up-to-date assurance on the operation of

their controls.

How can I find out more?

Our experts will be happy to discuss with you the potential 

suitability and benefits for your organisation of commissioning 

an ISAE 3402 report. Information on ISAE 3402 is accessible 

online (via www.ifac.org) and sets out in detail the objectives 

and requirements for such an assurance engagement. 

In summary...
ISAE 3402 can provide assurance to clients and investors and 

competitive advantage to you. It’s a useful tool in the property 

management sector to provide confidence and long-lasting 

relationships.

Case study: MJ MAPP

“As a leading service provider in the property and asset 
management sector, we opted to have an ISAE 3402 
review to provide us and our clients with the ultimate 
peace of mind regarding the operational controls in place 
in our organisation. We see it as a useful tool to provide 
transparency and assurance to our key stakeholders, giving 
them confidence in our services. Moore Stephens 
completed the ISAE 3402 review for us and did an excellent 
job. They approached the review with a combination of 
commerciality and technical expertise and we were very 
happy with the result. We would have no hesitation in 
recommending Moore Stephens to other companies in the 
outsourced services sector.”

MJ MAPP, Property Management


