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1. Introduction 
1.1 This memorandum highlights significant developments relating to IFAC’s 

International Auditing and Assurance Standards Board (IAASB) since March 
2004.  

2. Proposed 8th Directive of the European Union & IAASB CAG Meeting 
2.1 IAASB members from the EU issued a comment letter to the EC on matters in the 

proposed EU 8th Directive. 

2.2 At the IAASB CAG meeting held on June 7 & 8, 2004, CAG members from the 
EC provided an update on the 8th Directive and discussed possible implications 
for the IAASB. It was noted that: 

• The Directive is currently at the First Read stage, and it is expected that a 
declaration of agreement by Member States on a modified text should be 
made by around December 2004; 

• The process, parties involved and exact timeline to be followed by the EU 
parliament in approving the modified Directive is presently unknown. 

• It is likely that the Directive will be approved by mid-2005, followed by an 
18-month implementation period by Member States. Accordingly, a January 
2007 date for adoption of ISAs is the best estimate at this time. 

• An “ISA plus” model will be permitted; however only “plusses” that 
respond to specific legal or jurisdiction requirements will be considered 
acceptable. 

• Matters that are still being considered by the EC include (a) how the ISA 
endorsement process will be implemented – the development of an 
infrastructure for endorsement and the review of ISAs might possibly occur 
concurrently with the 18-month Member State implementation activities; (b) 
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how to deal with the references to ISQC 1 and the IFAC Code of Ethics 
within ISAs; and (c) how to carry out the translations program. 

2.3 IFAC’s Ethics Committee is in the process of establishing a consultative advisory 
group.  The chair, vice chair and staff member of IFAC’s Ethics Committee 
participated in a discussion with the IAASB’s CAG.   It is clear that there will be 
overlap in membership, and it was agreed that the IAASB’s CAG and Ethics’ 
CAG should hold meetings on consecutive days. 

2.4 At the IAASB CAG meeting, it was confirmed that Mr David Damant, 
experienced leader in the global investment community, has accepted appointment 
as CAG Chair. Starting with the September 13-17, 2004 IAASB meeting, Mr 
Damant will attend future IAASB and IAASB Steering Committee meetings. 

2.5 CAG considered a first draft of its proposed terms of reference. 

2.6 CAG members also discussed and provided feedback on a number of ongoing 
IAASB projects. 

3. Status of the Public Interest Oversight Board 
3.1 It is anticipated that the first meeting of the PIOB will be in September this year. 

The Chair of the PIOB has recently been elected and he is Mr Stavros 
Thomadakis from Greece. Mr Thomadakis, a financial economist by training, is 
currently a professor at the University of Athens and was formerly Chair of the 
Capital Markets Commission of Greece. There are no other new major 
developments, and the other members of the PIOB are yet to be announced. 

4. First Time Adoption of IFRS 

4.1 Only Australia, the Netherlands, South Africa and the UK responded to IAASB 
staff’s invitation to commence a project to develop questions and answers 
addressing the first time adoption of IFRS.  Representatives from the audit firms 
present at the June 2004 IAASB meeting together with IAASB Staff met during 
that meeting to discuss how to develop the project.  

5. Addressing Emerging Issues 

5.1 In April 2004, the IAASB Steering Committee discussed the possibility of 
establishing a group to identify emerging auditing issues and to prepare 
interpretations of IAASB Standards or to issue other forms of publications to 
provide timely and relevant guidance on such issues.   

5.2 IAASB members were asked to consider a paper that explored matters to be 
addressed in relation to identifying and responding to emerging issues, whether an 
Emerging Issues Committee should be established and, if so, consider a possible 
draft terms of reference. 

5.3 After discussion, a majority of IAASB members indicated that it would be 
appropriate to have in place a mechanism for the IAASB to react to emerging 
issues.  Matters relating to the interpretation of ISAs (emerging issues) would be 
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considered by a task force established for the purpose.  Responses to these matters 
should be authoritative and reviewed by the full IAASB at an IAASB meeting.  
The proposal will be revised and reviewed at the next IAASB Steering Committee 
meeting. 

6. Liaison Activities 
6.1 IAASB Chairman met with IASB Chairman, Sir David Tweedie on May 27, 2004. 

Matters that were discussed included the IASB due process and how IASB Staff 
dealt with commentators’ responses to exposure drafts, the IAASB’s Clarity 
project and the IASB’s approach to the clarity of the IASB’s Standards, the 
IASB’s future work program, and the possibility of obtaining the IASB’s 
comments on the IAASB’s latest draft of the proposed revised Estimates auditing 
standard. 

6.2 IAASB representatives met with IOSCO Auditing Sub-committee and IOSCO 
Standing Committee No. 1 on April 27-28, 2004 and held a conference call on 
June 3, 2004. Discussions included: 

• An update on the initiative to review IAASB’s due process and 
considerations of enhancements thereto. IOSCO was supportive of changes 
that may help enhance due process and responsiveness to respondents’ 
comments to exposure drafts. 

• Exploring the possibility of holding telephone conferences with IOSCO to 
explain how IOSCO’s comments on exposure drafts have been dealt with 
(especially those that the IAASB task forces are not proposing to accept) 
before the IAASB debates the issue. 

• An update on the Clarity project. While generally supportive of the direction 
being taken on clarifying language and terminology, IOSCO’s was generally 
not in favor of the proposed split of the Standards. 

7. Other Matters of Interest 
7.1 Mr N.D. Gupta was appointed as IFAC liaison to the IAASB. 

7.2 A meeting was held in May between IAASB member Roger Simnett, IAASB 
Staff and Chair of the Global Reporting Initiative to explore liaison initiative and 
other meetings scheduled in June. Coordination with IFAC Public Accountants in 
Business Committee was underway so that there is one IFAC-wide initiative to 
address sustainability reporting. 

7.3 The IAASB/Ethics Joint Committee has developed a proposed revised definition 
for “network firm;” however, members from smaller networks are concerned with 
the definition and the matter is being discussed with them. 

8. IAASB June 2004 Meeting 
8.1 The IAASB approved for issue the final revised standard on audit planning, ISA 

300 “Planning an Audit of Financial Statements.” 
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8.2 Projects under development include the revision of standards on: group audits; 
audit materiality; accounting estimates; the review of interim financial 
information; audit documentation; the auditor’s report; modifications to the 
auditor’s report; communications of audit matters with those charged with 
governance; related parties; management representations; and special purpose 
auditors’ reports. 

9. Future Meetings 
9.1 The following IAASB meetings have been scheduled for the next 12 months: 

• September 13 – 17, 2004 (New York) 

• December 6 – 10, 2004 (New Orleans) 

• March 7 – 11, 2005 (To be confirmed) 

• June 13 – 17, 2005 (To be confirmed)  

 


