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DATE: May 18, 2005 
 
TO: STAFF OF IFAC COMMITTEES AND PERMANENT TASK FORCES 
 
SUBJECT: IAASB Update 
______________________________________________________________________________ 

Section 1 Clarity Project 

1.1 A total of 39 comment letters were received on the Clarity Exposure Draft and 
Consultation Paper issued in September 2004. Input was also received from the IFAC 
Small and Medium Practices Permanent Task Force.  

1.2 The Task Force has now completed its review and evaluation of the comments 
received during the exposure period. A wide range of views were expressed by 
respondents. While many expressed satisfaction with the current standards, the 
responses nevertheless indicate a clear need to progress the project, and to achieve 
improvement in the clarity of the standards, on a timely basis. 

1.3 The Task Force has formulated a proposal designed, as a whole, to improve the ISAs 
by making them clearer, in a way that achieves balance among respondents’ views, 
assists adoption of IAASB’s standards and facilitates international convergence. This 
proposal, scheduled for discussion at the June 2005 IAASB meeting, broadly 
addresses the following six elements as a package: 

a) To establish fundamental principles. 

b) To identify in ISAs the objective(s) to be achieved by auditors. 

c) To define the language used for requirements of ISAs and to require the 
documentation of departures.  

d) To eliminate or elevate sentences in the present tense. 

e) To restructure ISAs.  

f) To redraft ISAs to reduce or eliminate duplicate material. 

1.4 The Task Force recognizes that various views will be held by members of the IAASB. 
As such, compromise may well be needed if agreement is to be reached on the way 
forward. 

1.5 To determine whether there is broad acceptance of the proposal before the IAASB 
embarks on such a major initiative, a meeting of interested parties (including national 
standards setters, regulators, firms and others), together with representatives of the 
IAASB, has been scheduled in Brussels on July 11th. This will provide an opportunity 
for those attending to appreciate the views of others and to advise whether the 
proposed approach is appropriate and of sufficient benefit. The input received from 
this forum, along with the decision of the IAASB in June, will serve as the basis for 
moving forward on this project. 

Section 2 IAASB March 2005 Meeting 
2.1 The IAASB approved for issue the following four exposure drafts: 
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• Proposed ISA 260 (Revised), The Auditor’s Communication with Those Charged 
with Governance 

• Proposed ISA 600 (Revised), The Audit of Group Financial Statements 

• Proposed ISA 705, Modifications to the Opinion in the Independent Auditor’s 
Report 

• Proposed ISA 706, Emphasis of Matter Paragraphs and Other Matters 
Paragraphs in the Independent Auditor’s Report 

Section 3 Projects in Progress 
3.1 In addition to the Clarity project, other projects in progress include the development 

of new or revised standards on: 

• Audit documentation 

• Auditing accounting estimates and related disclosures 

• Communication with those charged with governance 

• Group audits 

• Management representations 

• Materiality in the identification and evaluation of misstatements 

• Modifications to the auditor’s report 

• Related parties 

• Review of interim financial information by the auditor of the entity 

• The auditor’s report on other historical financial information 

• The auditor’s report on summarized financial statements 

Section 4 Sustainability 
4.1 The Royal NIVRA has issued two exposure drafts on assurance on sustainability 

reports. The IAASB has established a task force to develop a formal response to the 
exposure drafts. With the assistance of the Sustainability Experts Advisory Panel, the 
task force has prepared a draft response to the exposure drafts. At the June 2005 
IAASB meeting, the IAASB will consider the key issues the task force has identified, 
and provide guidance to the task force in finalizing the task force’s response to the 
exposure drafts. 

Section 5 Other Matters of Interest 

5.1 A draft 2005-2006 IAASB Action Plan has been submitted to the IAASB for approval 
at its June 2005 meeting. While priority is given to the development and revision of 
standards for financial statement audits, the Action Plan also takes account of the 
growing demand for standards and guidance on other assurance services. The overall 
project plan, however, is subject to the implementation strategy that might be adopted 
by the IAASB in relation to the Clarity project. 

5.2 A proposed Terms of Reference for an IAASB Urgent Issues and Interpretation 
Committee has been submitted to the IAASB for approval at its June 2005 meeting. 



IFAC Education Committee Meeting                                                             Agenda Item 15-3 
June 2005 – Düsseldorf, Germany 

Prepared by: Claire Egan (May 2005)     Page 3 of 3 

Section 6 Future Meetings 
6.1 The following IAASB meetings have been scheduled for 2005: 

• June 13 – 17 (Rome) 

• September 12 – 16 (New York) 

• December 5 – 9 (Cape Town) 

 


