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TO:  IFAC BOARD 

FROM: ARNOLD SCHILDER 
CHAIRMAN, INTERNATIONAL AUDITING AND ASSURANCE 
STANDARDS BOARD (IAASB) 

SUBJECT: IAASB REPORT 
 

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

John Kellas’ previous report. It highlights the main developments from our most recent 
meeting in December 2008, and provides an update on the Clarity project and other 
relevant initiatives. I am indebted to Jim Sylph and his staff for summarizing the 
activities for 2008 which took place prior to my appointment. 

Section 2 Meeting Updates 
2.1 At its December 2008 meeting, the IAASB approved as final standards one new 

International Standard of Auditing (ISA), one revised and redrafted ISA, and one 
redrafted ISA:  

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

• ISA 265, Communicating Deficiencies in Internal Control to Those Charged with 
Governance and Management; and 

• ISA 402 (Revised and Redrafted), Audit Considerations Relating to An Entity 
Using a Service Organization. 

2.2 The Public Interest Oversight Board (PIOB) is slated to review and approve the due 
process applied for the three ISAs during its February 26, 2009 teleconference. It is 
anticipated that the final ISAs will be released shortly thereafter. 

2.3 In addition, the IAASB approved minor drafting changes to a number of finalized ISAs to 
enhance consistency in the use of language and style of drafting as refined over the 
course of the Clarity project, and to address other matters of clarity. The IAASB also 
approved minor clarifying amendments to ISA 220 (Redrafted), Quality Control for an 
Audit of Financial Statements, ISA 250 (Redrafted), Consideration of Laws and 
Regulations in an Audit of Financial Statements, and ISA 620 (Revised and Redrafted), 
Using the Work of an Auditor’s Expert. 

2.4 With the approval of these ISAs, the IAASB has completed its work to redraft, or revise 
and redraft, the entire suite of ISAs under its Clarity project. I congratulate the IAASB on 
accomplishing this enormous task, the timeline of which had been shortened significantly 
to meet the demands of key stakeholders. This accomplishment would not have been 
possible without the efforts of the IAASB, so ably led by John Kellas, and its staff, 
national standard setters who assisted in redrafting a number of ISAs, as well as those 
involved in responding to the exposure drafts, the IAASB Consultative Advisory Group 
(CAG) and the PIOB. 
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2.5 At its December 4-5, 2008 meeting, the PIOB considered and approved the due process 
relating to 12 standards. A list of these standards is set out in Appendix A to this report. 

Section 3 Significant Project Status/Updates 
Clarity Project 

3.1 The IAASB’s December 15, 2008 press release, which announced the release of the 
standards whose due process had been approved by the PIOB in December, 
acknowledged that the IAASB’s work in redrafting its international standards under the 
Clarity Project is now complete. 

3.2 Recognizing that it is of the utmost importance that early attention is given to 
implementation of the clarified ISAs, the IAASB also issued a Clarity Project Update in 
October 2008. This communication highlighted that a significant number of the clarified 
ISAs include, as a result of their revision, substantive new requirements that aim to 
improve practice in a variety of respects. It also stressed that the level of effort for 
successful implementation should not be underestimated. The Clarity Project Update is 
available for download at http://web.ifac.org/download/IAASB_Clarity_10-08.pdf. It is 
likely that further communication will be issued in the near future. 

3.3 As John Kellas previously reported, the IAASB anticipated the need for continued action in 
raising awareness of, and providing support for, the finalized set of clarified ISAs. At its 
December 2008 meeting, the IAASB discussed a preliminary proposal to develop a series 
of modules that target specific ISAs, mainly those that have been revised and redrafted. 
These modules, which could consist of video and slide presentations, would be developed 
over the course of 2009. I shall report on further developments in this area in due course. 

Assurance Standard on Reporting on Carbon Emissions Information 

3.4 The IAASB was pleased with the success of the third and fourth roundtables held in Toronto 
jointly with the Canadian Institute of Chartered Accountants on September 22, 2008; and 
another one in Brussels jointly with Fédération des Experts Comptables Européens on 
December 5, 2008. The discussions at these roundtables, and the advice of the Project 
Advisory Panel, formed the basis for the issues paper discussed at the December 2008 
meeting. 1 

3.5 Topics addressed during the IAASB’s discussions included: whether the standard should 
deal with both reasonable and limited assurance engagements; assertion-based versus 
direct-reporting engagements; application of a proposed International Standard on 
Assurance Engagements (ISAE) by non-accountants; the effect of emissions inventory 
uncertainty; and guidance with respect to the suitability of criteria. 

 

                                                 
1 The Project Advisory Panel currently has 14 members, predominantly from accounting firms and IFAC member 

bodies. But it also includes a member nominated by the International Organization of Supreme Audit 
Institutions (INTOSAI), and a member from a bank that finances carbon offset projects. 
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New Assurance Standard Regarding Assurance Reports on Controls at a Third-Party 
Service Organization 

3.6 The IAASB considered significant comments received on the exposure draft of a new 
assurance standard, ISAE 3402, Assurance Reports on Controls at a Third-Party Service 
Organization, at its December 2008 meeting. Topics discussed included: whether the 
ISAE should be written for application to only assertion-based engagements; whether the 
proposed elements of suitable criteria are appropriate; and whether the ISAE should 
include requirements based on those in ISAs dealing with such matters as using the work 
of the internal audit function, sampling and documentation. 

3.7 Over the past years, in the absence of an up-to-date IAASB pronouncement, Statement of 
Auditing Standards 70 (SAS 70), Reports on the Processing of Transactions by Service 
Organizations, developed by the American Institute of Certified Public Accountants’ 
(AICPA) Auditing Standards Board (ASB), has been accepted in many jurisdictions as 
the de facto international standard for assurance reports on controls at a third party 
service organization. In November 2008, the ASB approved a proposed Statement on 
Standards for Attestation Engagements (SSAE), Reporting on Controls at a Service 
Organization, with a February 2009 comment deadline. The explanatory memorandum to 
this exposure draft noted that the SSAE had been drafted using the December 2007 
exposure draft of ISAE 3402 as a base. Differences between the proposed SSAE and the 
ISAE 3402 exposure draft, for which the ASB believes there is no compelling reason, 
were eliminated. The ASB also included an exhibit which detailed what they believed to 
be any differences in objectives, definitions, or requirements between the proposed SSAE 
and the ISAE 3402. 

3.8 The revision of SAS 70 provides the IAASB with an opportunity to ensure that the final 
versions of ISAE 3402 and SAS 70 are aligned to the maximum extent possible. The 
ISAE 3402 Task Force has proposed a joint meeting of the ISAE 3402 and SAS 70 Task 
Forces. It is anticipated that both the IAASB’s and the ASB’s standards will be finalized 
in mid-2009. 

Section 4 Critical Environmental Issues 
European Commission (EC) Adoption 

4.1 We continue to work with the EC in support of their studies on the implications of 
adoption of ISAs for companies and auditors. In particular, at the request of the EC, we 
have provided input and comments on a preliminary draft of findings from the study of 
the comparison between ISAs and Public Company Accounting Oversight Board 
(PCAOB) standards. 

4.2 John Kellas and I met with the EC staff in December 2008 to further encourage the EC to 
adopt the ISAs. With regard to the adoption of the ISAs, we note the following EC 
activities: 

• Work has begun on an EC staff report to the Audit Regulatory Committee (AuRC); 
Recital 14 of Article 26 of the 8th Directive requires the EC to undertake a review of 
the ISAs and make recommendations to the AuRC about the acceptability of the 
ISAs as to any remaining fundamental issues at the EU-level; and 
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• Plans for public consultation of the adoption of ISAs, likely in mid-2009, the focus 
of which is on timing and the process for adoption. 

4.3 There continue to be concerns surrounding the subject of translations. The target for the 
translated ISAs is the end of 2009; the EC cannot proceed to adopt the ISAs if there is not 
even a translation for one official language. IFAC continues to work with the EC, and 
experts appointed by national audit regulators, to work through these issues. 

Section 5 International Relations and Communications 
Public Interest Oversight Board 

5.1 I will participate in my first PIOB meeting in my new role on February 26, 2009. The 
IAASB has been a primary item on the PIOB agenda over the last two years but with the 
clearance of due process on the final three Clarity standards, I expect that the IAASB will 
be less demanding of the time of the PIOB over 2009. 

IAASB Consultative Advisory Group 

5.2 The IAASB CAG is scheduled to meet on March 9-10, 2009 in Dubai, United Arab 
Emirates. The discussions will focus on the completion of the Clarity project and the 
IAASB’s efforts regarding implementation, as well as a discussion of issues on projects 
that are getting underway, including assurance on carbon emissions information and 
assurance on pro forma financial information. 

5.3 The IAASB CAG will also discuss project proposals being considered by the IAASB, 
including revisions to the standards on assurance engagements, reviews and compilations, 
and the work of internal auditors, and XBRL. 

5.4 The IAASB CAG also intends to hold a joint seminar with the IESBA CAG and the 
Dubai International Financial Centre (DIFC) on March 12, 2009, which is intended to be 
a regional outreach to discuss the role of the CAGs in protecting the public interest, 
implications of the new independence standards for professional accountants, an 
overview of the IAASB and its activities, the importance of international convergence, 
and a panel discussion on areas of interest to the DIFC. 

International Organization of Securities Commissions (IOSCO) 

5.5 Since taking office, I have had an informal meeting with the United States Securities and 
Exchange Commission (SEC) representatives in Washington, D.C., and attended (along 
with IFAC Chief Executive Ian Ball) a meeting at which IOSCO provided an overview of 
their crisis related work including discussion on unregulated financial entities, 
unregulated financial products, short selling, as well as accounting issues.  

 
National Auditing Standard Setters 

5.6 The 9th IAASB-National Auditing Standard Setters (NSS) meeting is scheduled for April 
23-24, 2009 in Vancouver, Canada. While the agenda has not yet been formalized, 
discussion is anticipated on matters on the IAASB’s upcoming agenda, considerations 
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relating to small and medium entities (SMEs) and small and medium practices (SMPs), as 
well as an open session on matters of international relevance and convergence 

Other Liaison and Communications Activities 

5.7 During my visit to the United States (USA) in January, I had an information meeting with 
PCAOB members and staff. I confirmed the IAASB’s willingness to work closely with 
PCAOB, to ensure that no major differences are created between each board’s standards 
as a path to eventual convergence. 

5.8 The International Valuation Standards Council has been invited to appoint a 
representative to the IAASB CAG. I believe that this is a positive development in light of 
recent market events. 

5.9 Since the date of the previous report, IAASB representatives have, or will have, attended 
or participated in the following events: 

• European National Standard Setters Meeting, Brussels, Belgium; 

• PCAOB Standing Advisory Group Meeting, Washington, D.C., USA;. 

• INTOSAI Financial Audit Guidelines Subcommittee Meeting, Seoul, South Korea; 

• INTOSAI Professional Standards Committee Steering Committee Meeting, Beijing, 
China; 

• IFAC Council Meeting Workshop, Rome, Italy; 

• Global Reporting Initiative Technical Advisory Committee Meeting, Amsterdam, 
the Netherlands; 

• Institute of International Finance session on “Global Market Turmoil: Next Steps 
for the Financial Industry,” New York, USA; 

• FASB / IASB Joint Roundtable on Global Financial Crisis, Norwalk, CT, USA; 

• Baruch College 3rd Annual Auditing Conference, New York, USA; 

• AccountAbility Global Launch, London, United Kingdom; 

• National Chamber of Statutory Auditors of Poland 9th Annual Auditing Conference, 
Jachranka, Poland; and 

• IFAC SMP Forum, Berlin, Germany. 

Section 6 Other Matters 
Staff Audit Practice Alert on Going Concern in the Current Economic Environment 

6.1 At its December 2008 meeting, the IAASB agreed that it would be appropriate to issue a 
staff audit practice alert dealing with going concern. This staff-prepared, non-
authoritative guidance is intended to raise auditors’ awareness about matters relevant to 
the consideration of management’s use of the going concern assumption in the 
preparation of financial statements. It highlights areas within ISA 570, Going Concern, 
that are particularly relevant in the current economic environment, and provides 
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additional guidance to auditors. We believe that this alert will be useful for auditors, as 
well as for management of entities of all sizes in the current audit season. 

6.2 At the time of writing of this report, the alert was being finalized. It will be available on 
the IAASB’s website for download in the near future. 

Effectiveness Review 

6.3 One of the initiatives that the IAASB has committed to undertake in its Strategy and 
Work Program, 2009-2011, is the development and implementation of a process for 
assessing the effectiveness of the implementation of its standards. The purpose of such a 
process is to assist the IAASB in determining whether there is any need for further 
refinement in its standards in order to achieve their intended objectives. In the longer 
term, the process would become a standing part of the IAASB’s effort to seek continuous 
improvement in its standards.  

6.4 An important element of this process will be to seek the involvement of the oversight 
bodies that monitor audit quality, regulators, and national standard setters, as their 
collective experience should provide an important source of information to the IAASB 
about how standards are being implemented in practice. Equally, the audit firms represent 
an important source of relevant data through the lessons they have learned in their quality 
control reviews and inspections. The sources of input will not be limited to parties who 
have published data but will include any party who may be able to provide relevant input, 
subject to any data privacy, or confidentiality law or regulation. 

6.5 At its December 2008 meeting, the IAASB approved a draft Terms of Reference for a 
task force to develop and implement a process to carry out these effectiveness reviews. I 
anticipate I will have more to report on this emerging area later in 2009. 

IAASB Handbook 

5.6 At the December 2008 meeting, the IAASB agreed the following relating to the 
publication of the Handbook of International Standards on Auditing, Assurance, and 
Ethics Pronouncements (the Handbook): 

• Part I of the Handbook will not be reproduced in 2009, but IFAC will issue a 
communiqué explaining the application of Part I of the 2008 edition of the 
handbook until such time as the redrafted / revised and redrafted ISAs become 
effective; and 

• Part II of the Handbook will be replaced by a new handbook to be issued in April 
2009, containing the following:  

o The communiqué referred to above; 

o Updated information on the Clarity project;  

o The amended Preface; 

o A revised Glossary of Terms; 

o The redrafted International Standards on Quality Control (ISQC); and 
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o The redrafted / revised and redrafted ISAs. 

6.6 An electronic version of Part I of the handbook will continue to be available for 
downloading on IFAC’s website, and Part II will also be available in electronic form in 
March 2009. 

IAASB Staff 

6.7 Subject to USA visa challenges, we will welcome Joanne Moores as a new IAASB 
Senior Technical Manager in early 2009. Joanne joins the IAASB from her role as 
Director of Professional Standards at the New Zealand Institute of Chartered 
Accountants. 
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Appendix A 

Final Standards Approved for Release by the PIOB in October 2008 
• 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 

                                                 
*  Conforming amendments to these four reporting standards were approved as a result of the finalization of ISA 

210 (Redrafted), Agreeing the Terms of Audit Engagements, at the December 2008 IAASB meeting. The 
IAASB agreed that these four ISAs will be issued only after the PIOB has considered and approved the due 
process applied to ISA 210 (Redrafted), which is expected in February 2009.  


