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Section 1 Report Overview 
1.1 This report summarizes the activities of the IAASB since May 13, 2009, the date of my 

last report. It highlights the main developments from our most recent meeting in June 
2009 and provides an update on other relevant IAASB initiatives.  

Section 2 Meeting Updates 
2.1 In its meeting of March 2009, the IAASB reflected on whether there is a need in the 

public interest to adjust its strategic priorities and agenda in the light of the current 
environment, including recent developments with respect to fair value accounting. It 
determined that its current agenda remains largely appropriate, however there were 
certain matters noted for consideration. The IAASB has at its June 2009 meeting 
progressed actions in regard to the matters noted, as follows. 

2.2 Firstly, the IAASB approved commencement of a project to update and revise 
International Auditing Practice Statement (IAPS) 1012, Auditing Derivative Financial 
Instruments. In addition, to help raise awareness of some practical challenges in auditing 
complex financial instruments in advance of the 2010 audit season, the IAASB also plans 
to consider at its September 2009 meeting a proposed briefing paper on the topic of 
auditing complex financial instruments for issue this fall.  

2.3 Secondly, the IAASB agreed to commission the development of a Staff Audit Practice 
Alert on external confirmations. While this publication will be broadly relevant in light of 
recent developments such as the large fraud cases in which external confirmations appear 
to have played a role, and anecdotal evidence of practitioners unduly relying on 
confirmations to support valuation of investments in investment vehicles, it is likely to 
have particular bearing in the context of when external confirmations are used for 
confirmations of investments in funds – a matter raised by the Fair Value Auditing 
Guidance Task Force. Release of this staff alert is planned also for the Fall. 

2.4 Finally, in recognition of the importance of strengthening the IAASB’s relationship with 
the International Accounting Standards Board (IASB), the IAASB agreed to pursue an 
initiative intended to help ensure that relevant auditing considerations are part of the 
input to the development of International Financial Reporting Standards (IFRS) and other 
relevant standards by the IASB. Specifically, the aim of this initiative is to provide the 
IASB with timely comments on significant aspects of IASB’s proposals which, in 
IAASB’s view, could pose difficulty in an auditing context – for example, aspects of 
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proposals where preparers’ judgments may be difficult to substantiate. These are matters 
where the IAASB believes its expertise can add value and its views should be shared with 
the IASB. I believe this initiative will bring some important benefits: to the IASB in 
terms of contribution to the quality of its standards; and to the IAASB in terms of 
strengthening its ability to identify financial reporting developments that may affect the 
pronouncements of the IAASB or create a need for new auditing pronouncements.  

2.5 In July, I wrote to Sir David Tweedie, IASB Chairman, regarding this initiative and seeking 
his support in identifying an IASB member to act as liaison for this initiative. I am 
encouraged by Sir David Tweedie’s timely response in arranging for IASB Member 
Prabhakar Kalavacherla to liaise with IAASB Member Diana Hillier, who is leading this 
initiative on behalf of the IAASB, and IAASB Technical Director James Gunn.      

2.6 At its June 2009 meeting, the IAASB also considered issues related to the following 
IAASB projects:  

 Proposed new International Standard on Assurance Engagements (ISAE) 3402, 
Assurance Reports on Controls at a Service Organization 

 Proposed new ISAE 3410, Assurance on a Greenhouse Gas Statement 

 Revision of International Standard on Review Engagements (ISRE) 2400, 
Engagements to Review Financial Statements, and International Standard on 
Related Services (ISRS) 4410, Engagements to Compile Financial Statements 

 Revision of ISAE 3000, Assurance Engagements Other Than Audits or Reviews 
of Historical Financial Information 

The IAASB will consider further issues on these and other current projects at its 
September 2009 meeting. 

Section 3 Significant Project Status/Updates 
Rapid Response Mechanism   

3.1 The IAASB continued its discussions of a proposed approach to responding to emerging 
and urgent issues on a rapid response basis at its June 2009 meeting. The IAASB 
considered a proposed rapid response mechanism that focused on identifying key matters 
relevant to a decision about whether a rapid response is necessary and appropriate in the 
circumstances, suitable options to effect a response, and the process to be followed in 
developing a particular response. The IAASB expressed support for the direction that 
work is taking on this initiative and will further consider the matter later in 2009. 
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Clarity ISA Implementation Monitoring 

3.2 One very important current initiative of the IAASB is its project to monitor the 
implementation of the clarified International Standards on Auditing (ISAs). At its June 
2009 meeting, the IAASB provided direction on the scope of, and approach to, 
implementation monitoring in 2009 and 2010. It intends to further discuss this matter at 
its September 2009 meeting. 

3.3 As an early information gathering step, the project task force has developed 
questionnaires to obtain information about selected countries’ and firms’ early 
experiences in adopting the ISAs. The questionnaires have initially been sent to seven 
countries represented in the IAASB’s National Auditing Standard Setters Group that are 
adopting the ISAs in line with the IAASB’s effective date for the ISAs, and also six of 
the largest accounting firms. 

International Association for Accounting Education and Research (IAAER) Research Initiative   

3.4 The IAAER and the Association of Chartered Certified Accountants (ACCA), in 
collaboration with the IAASB, issued in July a call for research proposals directed at 
developing theory and evidence to inform the IAASB’s decision process. The ACCA has 
generously committed grant funding of up to GBP 100,000 for this initiative, and the 
IAASB is well-represented on the Programme Advisory Panel. The deadline for 
submission of preliminary proposals is September 15, 2009, and IAAER, ACCA and 
IFAC staff are taking the necessary steps to help ensure a good response to the call. 

Section 4 Critical Environmental Issues 
International Organization of Securities Commissions (IOSCO) 

4.1 On July 11, 2009 IOSCO released a statement welcoming the achievement of the 
completion of the Clarity Project and noting the improvements that have been made as a 
result of clarifying the ISA requirements.1 In its statement, IOSCO recognized the 
important role that ISAs play in facilitating cross-border securities offerings and listings, 
and urged securities regulators to accept audits performed and reported in accordance 
with the clarified ISAs for cross-border offerings and listings, recognizing that such 
decisions are dependent on a variety of other factors.  

4.2 I am pleased with this development and would like to acknowledge the efforts of IOSCO 
in supporting the work of the IAASB and in formulating this well-received Statement. 
IOSCO’s endorsement is consistent with the IAASB's long-held objective of developing 
and promoting adoption of a high-quality set of auditing standards for use in all audits 
worldwide.  

4.3 Jim Sylph and I met with IOSCO’s Standing Committee #1 on July 1, 2009 and we 
expressed our appreciation for this statement. We also informed them of our ongoing 

 
1  The IOSCO statement can be found at the following link: 

http://www.iosco.org/library/statements/pdf/statements-7.pdf.  
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projects and priorities, and our desire to continue to work closely with IOSCO to support 
global adoption of the ISAs. 

European Commission (EC) Adoption 

4.4 I am pleased to note the EC Directorate General for Internal Market and Services has 
recently released its Consultation on the Adoption of International Standards on 
Auditing.2 The consultation paper explores various aspects of ISA adoption for statutory 
audits and solicits feedback on whether the ISAs are internationally accepted and the 
manner in which respondents would support adoption of the ISAs at the European Union 
(EU) level. It also highlights the results of the external study by the University of 
Duisburg-Essen, which concludes that adoption of ISAs in the EU would result in 
recurring quantitative and qualitative benefits for companies, investors, and regulators 
that would outweigh increases in audit costs.  

4.5 Consultation comes at a time where changes are expected to the Members of the 
Commission and staff complement at the EC. The present Commission’s term of office 
will run until October 31, 2009 so it is anticipated that a new Commission will be elected 
in the fall. In addition, Jürgen Tiedje, Head of the Auditing Unit of the EC Directorate 
General for Internal Market and Services, has moved to lead another unit as part of a 
routine rotation. He is replaced by Ulf Linder who will become Acting Head. While it is 
early days and we cannot know what these changes in leadership may mean, we are 
confident that strong and positive relations with the EC will be maintained. 

Needs of Small- and Medium-Sized Entities (SMEs) and Small and Medium Practices 
(SMPs)  

4.6 Earlier this year the IFAC’s German member body, Institut der Wirtschaftsprüfer (IDW), 
expressed concerns with respect to the application of ISAs to SMEs audits. Since then, I 
have had the opportunity to discuss this matter with various interested parties from the 
EC, IDW and the Fédération des Experts Comptables Européens (FEE), and at meetings 
of the FEE European Auditing Standard Setters, European Group of Auditors’ Oversight 
Bodies and the IAASB in order to determine how best to respond to these concerns. The 
general consensus from these discussions was that some form of additional 
communication in the near term would be of tremendous help to those addressing 
implementation issues with the Clarified ISAs.  

4.7 In response, IAASB staff issued in August a question-and-answer publication entitled 
“Applying ISAs Proportionately with the Size and Complexity of an Entity,” directed at 
highlighting provisions within the ISAs that help guide auditors in applying the 
requirements to audits of SMEs in an efficient and effective manner. While this 
publication is relevant in the context of any audit, I believe it will be of particular help to 
those who audit, or oversee, the audits of SMEs and provide helpful guidance on the 
issue raised by the IDW. While it has the status of a staff publication, I am pleased to 
note that Board members have commented on various drafts. 

 
2  The consultation paper and corresponding study can be found at the following link: 

http://ec.europa.eu/internal_market/consultations/2009/isa_en.htm.  
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4.8 In recognition of the importance of common understanding between practitioners and 

regulators, particularly in connection with documentation and compliance with ISAs, I 
intend to discuss this and other topics at the September meeting of the International 
Forum of Independent Audit Regulators.  

Section 5 International Relations and Communications 
U.S. Public Company Accounting Oversight Board (PCAOB)  

5.1 We note the resignation of Mark Olson, Chairman of the PCAOB. We have appreciated 
Mark’s willingness in the past to discuss ways to enhance the IAASB’s and PCAOB’s 
working relationship and wish him all the best in his future endeavors. We look forward 
to working with new Acting Chairman, Daniel Goelzer. 

5.2 We continue to recognize the importance of building our relationship with PCAOB 
members and staff. In this regard, IAASB staff submitted a comment letter on the 
PCAOB’s exposure draft on proposed Auditing Standards Related to the Auditor's 
Assessment of and Response to Risk in February 2009 and arrangements have been made 
for a staff member of PCAOB to participate in our project on auditing complex financial 
instruments (as discussed in paragraph 2.2 above). In addition, IAASB CAG Chair David 
Damant and James Gunn have worked with PCAOB Chief Auditor Martin Baumann to 
arrange for members of the PCAOB Board and Staff to speak at the September CAG 
meeting and to join CAG Representatives for dinner at that event.  

IAASB CAG 

5.3 The IAASB CAG is scheduled to meet on September 9-11, 2009 in Washington DC, US. 
The IAASB CAG’s planned discussions closely follow that of the IAASB’s June and 
September 2009 meetings in accordance with its stated due process.  

5.4 The IAASB CAG is pleased to welcome the following new Member Organizations, 
approved by the Public Interest Oversight Board: 

 Gulf States Regulatory Authorities – two seats currently filled by the Dubai 
Financial Services Authority and the Abu Dhabi Securities and Commodities 
Authority  

 International Valuation Standards Council 

Other Liaison and Communications Activities 

5.5 IAASB staff has also submitted a response to the International Association of Insurance 
Supervisors “Issues Paper on the Relationship between the Actuary and the External 
Auditor in the Preparation and Audit of Financial Reports” in June 2009.  

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

 American Accounting Association 2009 Annual Meeting, New York, US 

 Dutch Association of General Audit Offices, Amsterdam, the Netherlands 
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 HLB Audit and Financial Reporting Conference, Dublin, Ireland 

 International Symposium on Audit Research Conference, Maastricht, the 
Netherlands 

 European Group of Auditors' Oversight Bodies Meeting, Brussels, Belgium 

 International Organization of Supreme Audit Institutions (INTOSAI) Professional 
Services Committee Steering Committee Meeting, Brasilia, Brazil 

 IOSCO Standing Committee #1 Committee, Zurich, Switzerland 

 Institute of Chartered Accountants in India Diamond Jubilee Agra Conference, 
Delhi, India 

 HTM-TILINTARKASTAJAT RY-GRM-REVISORER RF Institute Conference, 
Helsinki, Finland 

Section 6 Other Matters 

6.1 As announced in the Queen’s Birthday Honours List 2009, John Kellas, former Chair of 
the IAASB, has been made Commander of the Order of the British Empire for his 
outstanding achievements and services to the accountancy profession. The citation about 
Mr. Kellas made reference to his Chairmanship of the IAASB. On behalf of the IAASB 
and Staff, I have congratulated John on this very significant achievement.   

6.2 IAASB member Phil Cowperthwaite been awarded the Fellow Chartered Accountant 
(FCA) designation, the highest designation that the Canadian Institute of Chartered 
Accountants confers. The FCA designation is awarded in recognition of outstanding 
career achievements and leadership contributions to the community and the profession. 
Mr. Cowperthwaite’s work as an IAASB member was one of a number of reasons why he 
has achieved this designation. 

 


