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DATE: AUGUST 18, 2008 

TO:  IAESB 

FROM: JOHN KELLAS 
CHAIRMAN, INTERNATIONAL AUDITING AND ASSURANCE 
STANDARDS BOARD (IAASB) 

SUBJECT: IAASB ACTIVITY REPORT  

 

Section 1 Report Overview 
1.1 This report summarizes the activities of the IAASB since May 8, 2008, the date of my 

previous report.  It highlights the main developments from our most recent meeting in 
June 2008, and provides an update on the Clarity project and other relevant initiatives. 

Section 2 Meeting Updates 
2.1 At its June 2008 meeting, the IAASB approved as final standards seven redrafted ISAs. 

The agenda was a challenging one and I am pleased with the outcome, although we 
anticipated also approving five other proposed redrafted ISAs.1 A list of the ISAs that 
were approved is set out in Appendix A to this report. I expect that those that were not 
approved can be cleared quickly at the September meeting. 

2.2 At the March 2008 meeting, the IAASB approved as final standards ISAs 550 (Revised 
and Redrafted), 250 (Redrafted), 510 (Redrafted) and 570 (Redrafted).2 The Public 
Interest Oversight Board (PIOB) reviewed and approved the due process applied for these 
ISAs at its July 3-4, 2008 meeting. The IAASB released those final standards in July 
2008. 

2.3 For the seven ISAs that were approved in June 2008, I hope that we shall be able to 
release them in early October 2008 after the PIOB’s review of due process at its 
September 2008 meeting.  

                                                 
1  The five proposed redrafted ISAs for which final approval has now been deferred to the September 2008 

IAASB meeting, pending resolution of a few final matters, are: ISA 500 (Redrafted), Audit Evidence; ISA 700 ( 
Redrafted), Forming an Opinion and Reporting on Financial Statements; ISA 800 (Revised and Redrafted), 
Special Considerations—Audits of Financial Statements  Prepared in Accordance with Special Purpose 
Frameworks; ISA 805 (Revised and Redrafted), Special Considerations—Audits of Single Financial Statements 
and Specific Elements, Accounts or Items of a Financial Statement; and ISA 810 (Revised and Redrafted), 
Engagements to Report on Summary Financial Statements. 

2  ISA 550 (Revised and Redrafted), Related Parties; ISA 250 (Redrafted), Consideration of Laws and 
Regulations in an Audit of Financial Statements; ISA 510 (Redrafted), Initial Audit Engagements—Opening 
Balances; and ISA 570 (Redrafted), Going Concern. 
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2.4 At its June 2008 meeting, the IAASB also approved its Strategy and Work Program, 
2009-2011. The final strategy and work program for 2009-2011 was submitted to the 
PIOB for consideration at its July 3-4, 2008 meeting and was issued by the IAASB in 
mid-July. The PIOB did not consider it necessary to exercise its right to require that 
further projects be added to the IAASB’s agenda in addition to what was set forth in the 
work program. 

2.5 The IAASB again has a full and ambitious agenda for its September 2008 meeting, at 
which 12 ISAs and proposed redrafted ISQC 13 are to be tabled for final approval. This 
includes the five items carried forward from June and four other standards which had a 
comprehensive first read in June. A list of the standards to be approved is set out in 
Appendix B to this report. In addition, discussion is to be held on significant issues on 
IAASB’s final two ISA projects. 

2.6 The IAASB is nearing the completion of its Clarity project, an accomplishment that 
would not have been possible without the ongoing efforts of the staff, including staff of 
certain national standard setters, and the board members themselves. 

Section 3 Significant Project Status/Updates 
Clarity Project 

3.1 The IAASB has now approved 22 final ISAs. The IAASB expects to complete all 35 
ISAs as final standards by the end of 2008, in accordance with our timetable.  

3.2 At present, we are considering what might be done to build awareness about the 
completion of the Clarity project, and further educate auditors and others about the new 
standards and the effects they will have on practice. I shall report on developments in due 
course.  

Assurance Standard on Reporting on Carbon Emissions Information 

3.3 We held two roundtables in Australia jointly with the Institute of Chartered Accountants 
in Australia (Sydney) and CPA Australia (Melbourne), to obtain information relevant to 
the IAASB and the AuASB in their respective projects on carbon emissions 
information. A summary of the discussions of these meetings are available for download 
at http://web.ifac.org/download/Australian_Roundtables_Summary_of_Discussions.pdf 

3.4 We anticipate holding two additional roundtables this year: one in Toronto jointly with 
the Canadian Institute of Chartered Accountants on September 22, 2008; and another in 
Brussels jointly with Fédération des Experts Comptables Européens on December 5, 
2008. 

                                                 
3  ISQC 1, Quality Control for Firms that Perform Audits and Reviews of Financial Statements, and Other 

Assurance and Related Services Engagements 
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3.5 In addition, a Project Advisory Panel has been set up.  It currently has 13 members, 
predominantly from accounting firms and IFAC member bodies, but it also includes a 
member nominated by INTOSAI, and a member from a bank that finances carbon offset 
projects.  Broader based users of emissions information and others interested in or 
involved with emissions trading, such as regulators, lawyers, academics, NGOs, non-
accounting assurors and standard-setters, will be involved through other forms of 
consultation, such as the roundtables noted above.  

Guidance on the Audit of Fair Value Information 

3.6 As I reported previously, the IAASB has set up a Task Force to review whether further 
guidance need be developed relating to fair value accounting estimates. This initiative is 
consistent with the Financial Stability Forum’s report to the G7 on Enhancing Market and 
Institutional Resilience, which the G7 endorsed, which included a recommendation for 
the IAASB to consider the lessons learnt during the market turmoil and where necessary 
enhance relevant guidance. 

3.7 At present, the Task Force is liaising with the International Accounting Standards 
Boards’ (IASB) Expert Advisory Panel, a group formed in May 2008 to respond to the 
FSF’s recommendations to the IASB. It will assist the IASB in reviewing best practices 
in the area of valuation techniques, and formulating any necessary additional guidance on 
valuation methods for financial instruments and related disclosures when markets are no 
longer active. 

3.8 In addition, the Task Force has conducted a number of interviews with auditors, and has 
held discussions with regulators, to assist in its evaluation of what guidance, if any, could 
be developed. It is unlikely that IAASB on its own can do everything that the Task Force 
has in mind. The IAASB will receive an update on the working of the Task Force at its 
September 2008 meeting, including the Task Force’s views on possible topics where 
additional guidance might be appropriate.4 

3.9 Further, the Task Force is working to encourage a dialog between pricing services, 
brokers, preparers and auditors about how best to provide information about prices to 
enable preparers and auditors to have an adequate understanding of pricing of illiquid 
investments. Finally, the Task Force intends to contribute to the Symposium on the Audit 
of Financial Institutions, an event sponsored by the Forum of Firms to be held on October 
8, 2008, where there may be an opportunity for the IAASB to share its perspective on the 

                                                 
4  Topics on which the Task Force is considering developing further guidance include:  

• An alert on relevant requirements in ISAs. 
• A “plain man’s guide” containing high-quality basic information about credit markets, instruments, fair 

value concepts, pricing approaches, how pricing services work, terms and acronyms, likely in conjunction 
with others (possibly IFAC Member Bodies). 

• Guidance similar to that issued by the US Auditing Standards Board on auditing investments in private 
equity funds and reporting on funds that do not disclose the investments they have made. 
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audit of fair values, and contribute to discussion on related issues such as going concern, 
valuation, and consolidations / off-balance sheet transactions. 

Section 4 Critical Environmental Issues 
EC Adoption 

4.1 The adoption of ISAs under the European Commission (EC) 8th Company Law Directive 
remains our foremost strategic objective. I am pleased to report that I will be appearing at 
a hearing of the European Parliament’s Legal Affairs Committee to discuss 
implementation of the 8th Directive in September. I welcome this opportunity to discuss 
the positive work of the IAASB and to convey the benefits we see to the EU in adopting 
the ISAs. 

4.2 At the last meeting of European national auditing standards setters (ENSS), I was pleased 
to hear the EC strongly encourage the ENSS to proceed with translation of the clarified 
ISAs in the normal course, and not to delay pending the final EC decision on the adoption 
of the ISAs. 

4.3 As we draw towards the end of the Clarity project, the EC is focusing more closely on 
issues within the remaining standards that may be ‘showstoppers’.  I am pleased that, so 
far, we have been able to deal satisfactorily with issues that the EC has raised.  There do 
remain, however, one or two to be resolved, but I am confident that we shall be able to do 
so. 

Section 5 International Relations & Communications 
Public Interest Oversight Board 

5.1 We are particularly grateful to the PIOB for scheduling its meeting in the first quarter of 
2009 for February 26-27, 2009. This helps ensure that the final batch of clarified ISAs 
can be scheduled for public release in early March 2009. I do not underestimate the 
challenge many standard setters and auditors will face in adopting and implementing the 
IAASB’s clarified standards by their effective date, and the PIOB’s decision to advance 
its first 2009 meeting date by a month will be very helpful to those responsible for 
adoption and implementation activities.  

IAASB Consultative Advisory Group 

5.2 The IAASB Consultative Advisory Group (CAG) is scheduled to meet in early 
September 2008. The discussions will focus primarily on standards being redrafted under 
the Clarity project, as well as the more extensive projects to revise certain ISAs. The 
CAG Representatives will also be given an opportunity to raise matters for the IAASB’s 
consideration when developing project proposals for projects to be undertaken in early 
2009.  

5.3 The next meeting of the IAASB CAG has been scheduled for March 9-10, 2008 in Dubai. 
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International Organization of Securities Commissions 

5.4 IOSCO continues to provide constructive comments and suggestions on IAASB’s 
proposed clarified ISAs at CAG meetings and through comment letters on exposure 
drafts. IOSCO has, however, on several occasions submitted comment letters on exposure 
drafts significantly later than the requested date for comments, often only a few weeks 
before agenda material for IAASB discussion on a topic are to be distributed. Project task 
forces and IAASB have nevertheless made every effort to see that its comments are 
considered and addressed. However, the lateness of the letters puts some additional stain 
on members of the Board and staff in light of the volume of other material they are asked 
to address in preparing for meetings. 

Other Communications Activities 

5.5 With our current level of standard setting activity, our resources are heavily committed to 
their production. Nevertheless, since the date of my previous report, IAASB 
representatives have, or will have, attended or participated in the following events: 

• Financial Stability Institute – Seminar for Banking Supervisors, Botswana. 

• 3rd European Forum of Accountants and Auditors, Ukraine. 

• Accounting and Accountability for Regional Economic Growth (CReCER) 
Conference, El Salvador. 

• International Symposium on Audit Research, USA. 

• Monitoring Group Meeting, Madrid. 

5.6 In conjunction with the IAASB meeting in Athens I met the Greek audit and stock market 
regulators.  Stavros Thomadakis accompanied me on these occasions, and I was grateful 
for his assistance in facilitating the meetings. 

Section 6 Other Matters 
IAASB Working Procedures Task Force  

6.1 As I reported previously, we established a small task force of IAASB members and 
technical advisors to consider and make recommendations on how, if at all, the IAASB’s 
working procedures for the development of its international pronouncements should be 
amended in the light of the move to parity between practitioners and non-practitioners on 
the IAASB. 

6.2 The task force has concluded its deliberations, and its recommendations were presented 
to the IAASB at its June 2008 executive session. The IAASB was broadly supportive of 
the recommendations and accepted them for consideration of actions to be taken. The 
IAASB also agreed that the recommendations should be shared with the IFAC Review 
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Group responsible for IFAC’s first triennial review of the effectiveness of the PIACs’ 
processes, and this has been done.  

IAASB Staff 

6.3 Alta Prinsloo, one of the Deputy Directors of the IAASB, will become Director of 
Operations for IFAC at the end of the year on Stephen Walker’s return to New Zealand.  I 
am glad that the timing will coincide with the completion of her projects for IAASB. 

6.4 We are in the process of recruiting another technical manager to strengthen our staff 
resources to support the IAASB’s future work program.  
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APPENDIX A 

Final Standards Approved in June 20085 

• ISA 200 (Revised and Redrafted), Overall Objectives of the Independent Auditor and the 
Conduct of an Audit in Accordance with International Standards on Auditing 

• ISA 320 (Revised and Redrafted), Materiality in Planning and Performing an Audit 

• ISA 450 (Revised and Redrafted), Evaluation of Misstatements Identified during the 
Audit 

• ISA 530 (Redrafted), Audit Sampling 

• ISA 610 (Redrafted), Using the Work of Internal Auditors 

• ISA 705 (Revised and Redrafted), Modifications to the Opinion in the Independent 
Auditor’s Report 

• ISA 706 (Revised and Redrafted), Emphasis of Matter Paragraphs and Other Matter(s) 
Paragraphs in the Independent Auditor’s Report 

 

 

                                                 
5  These final ISAs will be issued after confirmation is received from the PIOB at its June 2008 meeting that due 

process has been followed. 



International Accounting Education Standards Board                                   Agenda Item 7-2                         
September 2008 – Madrid 
 

Prepared by the IAASB & August 21, 2008 – Version 1 

APPENDIX B 

Final Standards to Be Approved in September 20086 

• ISA 210 (Redrafted), Agreeing the Terms of Audit Engagements 

• ISA 220 (Redrafted), Quality Control for Audits of Financial Statements 

• ISA 500 (Redrafted), Audit Evidence 

• ISA 501 (Redrafted), Audit Evidence—Specific Considerations for Selected Items 

• ISA 505 (Revised and Redrafted), External Confirmations 

• ISA 520 (Redrafted), Analytical Procedures 

• ISA 620 (Redrafted), Using the Work of an Auditor’s Expert 

• ISA 700 (Redrafted), Forming an Opinion and Reporting on Financial Statements 

• ISA 710 (Redrafted), Comparative Information—Corresponding Figures and 
Comparative Financial Statements 

• ISA 800 (Revised and Redrafted), Special Considerations—Audits of Financial 
Statements Prepared in Accordance with Special Purpose Frameworks  

• ISA 805 (Revised and Redrafted), Special Considerations—Audits of Single Financial 
Statements and Specific Elements, Accounts or Items of a Financial Statement 

• ISA 810 (Revised and Redrafted), Engagements to Report on Summary Financial 
Statements 

• ISQC 1 (Redrafted), Quality Control for Firms that Perform Audits and Reviews of 
Financial Statements, and Other Assurance and Related Services Engagements 

                                                 
6  These final ISAs will be issued after confirmation is received from the PIOB that due process has been 

followed. 


