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IAASB – 2011 Progress Report 

 

 Note from the IAASB Chairman 

At the end of 2011, the three-year strategy and work program that the IAASB has undertaken since 2009 will 

come to an end. The IAASB has continued to deliver on this strategy through 2011 in the form of further 

promotion of the adoption of the clarified International Standards on Auditing (ISAs), additional support for 

implementation through the development of new guidance, and the development of new and improved 

International Standards and other related material.  

While a core element of its efforts has continued to be the enhancement of the ISAs, the IAASB has also 

focused on standard setting in areas where there is demand for innovative services other than the audit of 

financial statements.  

Adoption of Clarified ISAs and Engagement with Stakeholders 

A key element of the IAASB 2009-2011 Strategy and Work Program was to promote further the benefits of 

ISAs to key constituencies that have not yet adopted them. I am pleased to report that we are now aware of 76 

jurisdictions – almost double compared to a year ago - that use, or have indicated to us that they will use, the 

clarified ISAs in 2011 and beyond. During the year, the IAASB devoted significant outreach effort to 

communicating the benefits of adoption of the clarified ISAs internationally to diverse constituencies around the 

world. 

In relation to ISA adoption, the IAASB is also closely monitoring developments from the European Commission 

(EC). In connection with the EC’s Green Paper, Audit Policy – Lessons from the Crisis, I had the opportunity to 

speak at the February 2011 EC Conference, Financial Reporting and Auditing - A time for change? The IAASB 

has appreciated the strong support from many respondents to the Green Paper for the adoption of ISAs in the 

European Union. It is also highly encouraging to hear the recommendation from the European Parliament’s 

Committee on Legal Affairs that the EC urgently adopt the ISAs, and the update from Commissioner Barnier at 

the Fédération des Experts Comptables’ (FEE) June 2011 Conference on Audit Policy that the EC is currently 

studying the best way to introduce ISAs across Member States. We continued, and will continue, our active 

liaison with EC representatives throughout 2011 and beyond.  

We have also increased our engagement with the international regulatory community during the year, 

particularly with the International Forum of Independent Audit Regulators (IFIAR), the European Audit 

Inspection Group (EAIG), the Public Company Accounting Oversight Board (PCAOB), and the Financial 

Stability Board (FSB). This recognizes the importance of the IAASB engaging with the regulatory community 

on key contemporaneous policy debates relating to the provision of audit, assurance and related services 

internationally. It also assists in seeking public interest input on the IAASB’s most important projects on its 

current agenda. We will continue this level of proactive engagement with regulators and oversight bodies in 

2012. 

Initiatives to Support and Monitor the Implementation of ISAs 

Following the completion of the first phase of its project to monitor the implementation of the clarified ISAs in 

2010, the IAASB agreed to move forward with the second phase of the plan in September 2011. This phase 

will involve targeted outreach to various stakeholder groups next year to gather information regarding the 

implementation of the clarified ISAs. This information will enable the IAASB to determine whether there is any 

need for further refinement of those standards. The IAASB expects to analyze the detailed findings of this 
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important initiative in 2013. 

Audit Quality and Financial Stability 

The IAASB has continued to explore the topic of audit quality during the year. Following the issuance of its 

thought piece on the topic in January 2011, the IAASB agreed on the development of an international audit 

quality framework. The IAASB believes that this will provide an important platform on which to engage with 

stakeholders on the topic. Also, recognizing that ISAs are not the sole determinant of audit quality, the IAASB 

hopes that a framework will provide a catalyst for stakeholders to take actions to further enhance audit quality. 

Stakeholders have expressed strong support for this project and have observed how already beneficial the 

IAASB’s outreach in this project is in stimulating debate on the topic.  

The IAASB’s project to develop revised guidance in the area of complex financial instruments came to 

completion in September 2011 with the approval of a new International Auditing Practice Note (IAPN) 1000, 

Special Considerations in Auditing Financial Instruments. This new guidance will provide much needed 

assistance to auditors of large and small entities alike in understanding and navigating the issues that arise 

when auditing financial instruments.  

Related to the IAPN 1000 project, the IAASB also concluded in September 2011 its initiative to address the 

status and authority of International Auditing Practice Statements (IAPSs). The IAASB decided to withdraw 

IAPSs as a category of pronouncements from its literature, recognizing that change to practice should be 

effected through standards and that a more flexible vehicle like the new IAPNs is appropriate for other material 

helpful to practitioners. Accordingly, the IAASB’s revised Preface to the International Quality Control, Auditing, 

Review, Other Assurance, and Related Services Pronouncements now clearly distinguishes authoritative 

pronouncements as being the ISAs and IAASB’s other International Standards, and non-authoritative 

documents as being IAPNs and staff publications.  

During the year, the IAASB also maintained a continued focus on contributing to financial stability through its 

efforts to enhance the robustness of the ISAs. Of particular importance is the IAASB’s initiative to consider 

actions that may enhance the quality, relevance and value of auditor reporting. In this regard, the IAASB 

issued in May the Consultation Paper, Enhancing the Value of Auditor Reporting: Exploring Options for 

Change, to determine whether there are common views amongst stakeholders regarding the usefulness of 

auditor reporting and to explore possible options for change to the standard auditor’s report. The IAASB has 

placed high priority on this project and plans on determining a way forward on the topic by the end of this year.  

The IAASB has also made significant progress in its project to revise ISA 610, Using the Work of Internal 

Auditors. Such progress was facilitated by our reaching out to certain parts of the regulatory community during 

the year to address specific concerns raised on exposure. Regulatory feedback on how such concerns have 

been addressed in the revised proposals has been very positive. The IAASB intends to approve the revised 

ISA 610 at the end of this year. The IAASB also has made further progress in its project to revise ISA 720, The 

Auditor’s Responsibilities Relating to Other Information in Documents Containing Audited Financial 

Statements, and in exploring the topic of auditing financial statement disclosures. 

Finally, the IAASB continued to invest time and resources in its ongoing liaison with the International 

Accounting Standards Board (IASB). During the year, IAASB working groups monitored several IASB 

standard-setting projects, including fair value measurement and hedge accounting. The working groups helped 

support the development and submission by the IAASB of comment letters to the IASB addressing auditability 

or verifiability issues in the IASB’s proposals.  

Responding to Emerging Assurance Needs and those of SMEs 

Post-Clarity, the IAASB’s work program has shifted to the development of new standards and guidance for 
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broader assurance engagements. In September 2011, the IAASB approved a new International Standard on 

Assurance Engagements (ISAE) 3420, Assurance Engagements to Report on the Compilation of Pro Forma 

Financial Information Included in a Prospectus. This new standard will meet an immediate market need for 

harmonized practices in relation to the provision of assurance services for capital market transactions 

internationally.  

The IAASB is making steady headway in the development of its new ISAE 3410, Assurance Engagements on 

Greenhouse Gas Statements, and expects to finalize this standard next year. In addition, the IAASB has 

moved further ahead in the development of a revised ISAE 3000, Assurance Engagements Other Than Audits 

or Reviews of Historical Financial Information, with the issuance of an exposure draft (ED) in April 2011. A 

revised ISAE 3000 will serve the public interest by not only improving the consistency and comparability of 

assurance engagements in areas other than audits and reviews of historical financial statements around the 

world, but also facilitating innovation in the evolving field of assurance. 

Finally, the IAASB has also been prioritizing work on its projects to revise International Standard on Related 

Services (ISRS) 4410, Engagements to Compile Financial Statements, and International Standard on Review 

Engagements (ISRE) 2400, Engagements to Review Financial Statements. The IAASB hopes to finalize the 

former by the end of this year, and the latter by mid-next year. Together, these two revised standards will 

better enable the provision of enhanced services to meet the unique needs of small- and medium-sized entities 

(SMEs). 

Strategy and Work Plan 2012-2014 

In 2011, the IAASB continued to work on the development of its Strategy and Work Program for 2012-2014. 

The proposed final strategy will be premised on three key themes, namely:  

 Supporting global financial stability; 

 Enhancing the role, relevance and quality of assurance and related services in an evolving world; and 

 Facilitating the adoption and implementation of IAASB standards. 

What the IAASB heard from stakeholders during its strategy review consultations were the following key 

messages: 

 The importance of continuing to focus on core current projects, particularly Audit Quality, Auditor Reporting, 

Disclosures, as well as assurance and related services standards (including those pertaining to small and 

medium practices); 

 The need to retain flexibility and capacity to respond to emerging developments. This includes 

enhancements to the ISAs as the IAASB learns more from its ISA Implementation Monitoring project, 

information gathered through dialogue with regulators and other stakeholders, and developments at the 

international and national levels. It also recognizes the need to explore auditing issues relating to the 

systemically important banking sector. 

 The need to consider the longer-term horizon. In this regard, the IAASB plans to establish a strategy 

working group that will enable the Board to devote particular attention to emerging developments, such as 

integrated reporting, that may have longer-term standard-setting implications. This working group may also 

help inform the IAASB’s approach to formulating its longer-term strategy. 

 The importance of the IAASB’s ongoing support for the adoption and implementation of the clarified ISAs. 

 Close co-operation with other parties, such as National Standard Setters and the Small and Medium 

Practices Committee, can assist in both advancing projects that the IAASB wish to undertake and 
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identifying implementation issues that require the IAASB’s attention. 

The IAASB plans to finalize its 2012-2014 Strategy and Work Program in December 2011.  

 

 Service Delivery   

Legend 

 On 

target 

This symbol is used if the delivery of all services in this subcategory is expected to be on 

target, i.e., as presented in the service delivery plan. 

 Revised 

target 

This symbol is used when the delivery (timing or output) of one or more services in the 

subcategory has been revised. 

 Below 

target 

This symbol is used when: (1) one or more services included in the service delivery plan are 

not expected to be delivered within the year, or (2) a service is eliminated but not replaced.    

Standards and Guidance Status 

Compliance with due process  

Development of high quality pronouncements in accordance with board work plan  

Major Achievements 

Standards and Guidance—Standards 

 Approved new ISAE 3420, Assurance Engagements to Report on the Compilation of Pro Forma Financial 

Information Included in a Prospectus 

Standards and Guidance—Exposure Drafts  

 Approved exposure draft (ED) of proposed ISAE 3000 (Revised), Assurance Engagements Other Than 

Audits or Reviews of Historical Financial Information 

Standards and Guidance – Practice Notes 

 Approved new IAPN 1000, Special Considerations in Auditing Financial Instruments 

Standards and Guidance —Other 

 Approved the revised Preface to the International Quality Control, Auditing, Review, Other Assurance, and 

Related Services Pronouncements (Preface). The revised Preface includes a statement of the status and 

authority of IAPNs and reflects the withdrawal of International Auditing Practice Statements as a category 

of IAASB pronouncements. 

 Approved consultation paper, Enhancing the Value of Auditor Reporting: Exploring Options for Change 

Revision to Timing of Output for Service Delivery 

 The IAASB was scheduled to approve in Q3 2011 an ED of proposed ISA 720 (Revised), The Auditor’s 

Responsibilities Relating to Other Information in Documents Containing or Accompanying Audited 
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Financial Statements and the Auditor’s Report Thereon. The IAASB concluded at its Q3 meeting that 

further deliberation of certain issues is necessary before approving the proposed ISA as an ED. Further 

IAASB deliberation is scheduled for Q4 2011.  

Adoption and Implementation Status 

Delivery of implementation support in accordance with board work plan  

Major Achievements 

 Article in The Parliament Magazine, A Focus on Quality (submitted February 2011) 

 Article in the Institute of Chartered Accountants in England and Wales (ICAEW) Member Magazine, 

Auditing Fair Values and Impairments (submitted February 2011) 

 Article in Japanese Institute of Certified Public Accountants’ (JICPA) Auditing and Accounting Journal, 

Striving for Audit Quality (March 2011) 

 Article in the Institute of Chartered Accountants in England and Wales (ICAEW) Financial Services 

Faculty’s FS Focus Magazine, Fair Value: Risk with Little Reward? (published April 2011) 

 Interview for an article in the Association of Chartered Certified Accountants (ACCA) Accounting and 

Business Magazine, Spreading the Clarity Word (submitted May 2011) 

 Articles in the British Accounting and Finance Association’s Newsletter (submitted May 2011): 

o Clarified ISAs, Audit Regulation and Academic Contributions  

o National Public Interest Served by an International Perspective 

 Interview for an article in the Canadian accounting publication, The Bottom Line, on the IAASB’s Auditor 

Reporting Consultation Paper (June 2011). 

 Interview for an article in FAR’s journal, Balans (August 2011) 

 Text of a speech given in Buenos Aires, Argentina, International Auditing and Assurance Standards: 

Implementation Challenges and Success Factors 

Representation  Status 

Presentations at and participation in relevant events and meetings  

o Development/maintenance of relationships with key stakeholders  

o Development of public policy positions and external submissions  

Major Achievements 

 Participated in or presented at the following conferences or forums: 

January 2011 

o American Accounting Association Auditing Section Mid-Year Conference in Albuquerque, New Mexico 
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 Service Delivery   

February 2011 

o European Commission Conference, Financial Reporting and Auditing: A Time for Change in Brussels, 

Belgium 

March 2011 

o IFAC Small and Medium Practices Committee Forum, Partnering with SMEs to Build and Sustain Value 

in Istanbul, Turkey 

o SMP Forum in Istanbul, Turkey 

o April 2011 

o Forum of Firms meeting (London, United Kingdom (UK))  

o International Forum of Independent Audit Regulators (IFIAR) Standards Co-ordination Working Group 

meeting (London, UK) 

o World Bank REPARIS Program (Amsterdam, Netherlands) 

o May 2011 

o Baker Tilly International EMEA Conference (Paphos, Cyprus)  

o British Accounting and Finance Association Auditing Special Interest Group’s Audit and Assurance 

Conference (Edinburgh, Scotland) 

o European Federation for Accountants and Auditors of Small and Medium Entities (SMEs) Conference 

(Berlin, Germany) 

June 2011 

o CReCER Conference (Buenos Aires, Argentina) 

o Institute of Independent Auditors of Brazil’s (IBRACON) 40th Anniversary Conference (São Paolo, 

Brazil) 

o Fédération des Experts Comptables Européens (FEE) Conference on Audit Policy (Brussels, Belgium) 

o International Symposium on Audit Research (Québec City, Canada) 

July 2011 

o FEE roundtable on Reviews and Compilations project (Brussels, Belgium) 

o HLB International Audit & Financial Reporting Conference (London, UK) 

August 2011 

o Inter-American Accounting Association (IAAC) Conference (San Juan, Puerto Rico) 

September 2011 

o Consiglio Nazionale dei Dottori Commercialisti e Degli Esperti Contabili National Conference on Audit 
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 Service Delivery   

Standards  (Santa Margherita di Pula, Italy) 

 Submitted comment letters1 to the International Accounting Standards Board (IASB) on: 

o IASB ED, Hedge Accounting (ED/2010/13) 

o IASB’s ED, Offsetting Financial Assets and Financial Liabilities (ED/2011/1)  

o Supplement Document to IASB’s ED, Financial Instruments: Impairment  

 Submitted1 comment letter to Financial Accounting Standards Board (FASB) on its Discussion Paper, 

Selected Issues about Hedge Accounting (Including IASB Exposure Draft, Hedge Accounting) 

  

Communications Status 

Issues of press releases; annual, quarterly and monthly reports; and other communications   

Maintenance of the website and related initiatives  

Major Achievements 

 Issued 2010 Annual Report (March 2011) 

 Updated IAASB Clarity Centre with information regarding Clarified ISAs adoption and implementation 
efforts (March 2011) 

  Issued press releases to announce the following: 

o Issuance of Proposed Strategy and Work Program for 2012–2014 (January 2011) 

o Issuance of ED of proposed ISAE 3410, Assurance Engagements on Greenhouse Gas Statements 

(January 2011) 

o Issuance of ED of proposed revised ISRE 2400, Engagements to Review Historical Financial 

Statements (January 2011) 

o Issuance of Discussion Paper, The Evolving Nature of Financial Reporting: Disclosure and Its Audit 

Implications (January 2011) 

o Issuance of Publication, Audit Quality: An IAASB Perspective (January 2011) 

o Issuance of 2010 Annual Report (March 2011) 

o Issuance of ED of proposed International Standard on Assurance Engagements (ISAE) 3000, 

Assurance Engagements Other Than Audits or Reviews of Historical Financial Information (April 2011) 

o Issuance of consultation paper, Enhancing the Value of Auditor Reporting: Exploring Options for 

Change (May 2011) 

 Updated listing in the IAASB Clarity Center on jurisdictions that use the clarified ISAs, or have indicated 

that the clarified ISAs will be used in 2011 and beyond. 

                                                 
1
  Submitted by the IAASB Fair Values Working Group. 

http://www.ifac.org/Guidance/EXD-Details.php?EDID=0151
http://www.ifac.org/Guidance/EXD-Details.php?EDID=0153
http://www.ifac.org/Guidance/EXD-Details.php?EDID=0153
http://web.ifac.org/publications/international-auditing-and-assurance-standards-board
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Project Update 

 IAASB Strategy and  Work Program, 2012-2014 

 The IAASB issued its Consultation Paper, Proposed IAASB Strategy and Work Program for 2012–2014, in 

January 2011. The IAASB considered significant comments received on the Consultation Paper and a 

preliminary draft of its final Strategy and Work Program for the period at its September 2011 meeting.  The 

IAASB will consider a revised draft of the Strategy and Work Program for approval as its medium-term 

strategy at its December 2011 meeting. 

Audit Quality 

 In March 2011, the IAASB agreed the objectives and scope of a project to develop an international audit 

quality framework. The proposed framework is intended to describe audit quality holistically, including the 

influences of input, output and contextual factors, stakeholders’ varying perspectives on audit quality, and 

the importance of relationships between auditors and other key participants in the financial reporting supply 

chain. The project task force includes representation from the regulatory oversight community, SMP and 

public sectors, and the IAESB and IESBA.  

 In June 2011, the IAASB considered a preliminary draft of a consultation paper on the proposed 

framework. Amongst other matters, the IAASB discussed the comprehensiveness of the proposed 

framework; the organization and structure of the consultation paper in setting out the various elements of 

the framework, and the tone and level of detail in the description of those elements; considerations relating 

to smaller entities and the public sector; and the plan for consultation with stakeholders.  

 The IAASB will consider further issues in the development of the consultation paper at its December 2011 

meeting. 

Audit of Financial Statement Disclosures 

 The IAASB issued its Discussion Paper, The Evolving Nature of Financial Reporting: Disclosure and its 

Audit Implications, in January 2011. IAASB leadership took the opportunity during outreach activities 

throughout Q1-Q3 to brief stakeholders on the issues raised in the Discussion Paper and to encourage 

them to provide their input and perspectives.  

 The IAASB will consider an initial analysis of responses received on the Discussion Paper at its December 

2011 meeting. 

Auditor Reporting 

 In May 2011, the IAASB issued its Consultation Paper, Enhancing the Value of Auditor Reporting: 

Exploring Options for Change. The consultation paper seeks to determine whether there are common 

views amongst users of audited financial statements and other stakeholders about the usefulness of 

auditor reporting. It describes issues with current financial reporting, including a perceived "information 

gap," identified by some stakeholders. It then sets out possible options for change and seeks input as to 

whether such options might be effective in enhancing auditor reporting and the communicative value of the 

auditor's report. 

 IAASB leadership took the opportunity during outreach activities in Q2 and Q3 to brief stakeholders on the 

Consultation Paper and to encourage responses from them.  

 The PCAOB is undertaking a similar project on auditor reporting and, in June 2011, issued a concept 
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release on possible revisions to its standards related to reports on audited financial statements. Given this 

development, IAASB leadership met PCAOB members and staff in Q3 to, amongst other matters, explore 

opportunities for collaborating with the PCAOB with a view to minimizing differences in approaches to 

addressing common issues. 

 The IAASB will consider significant comments received on the Consultation Paper, and a project proposal 

on the topic, at its December 2011 meeting.  

Compilation Engagements 

 In September 2011, the IAASB considered significant comments received on the ED of proposed ISRS 

4410 (Revised), Compilation Engagements. The Board’s discussion focused on the scope of the proposed 

standard, the practitioner’s report, use of the term “compile” versus “assists management in preparing and 

presenting financial information,” and the practitioner’s ethical obligations and required response on 

becoming aware that amendments to the financial information are needed.  

 The IAASB will consider a revised draft of ISRS 4410 for approval as a final standard at its December 2011 

meeting. 

Engagements to Review Historical Financial Statements 

 The IAASB issued its ED of proposed ISRE 2400 (Revised), Engagements to Review Historical Financial 

Statements, in January 2011. 

 The IAASB will consider significant comments received on the ED at its March 2012 meeting.  

Using the Work of Internal Audit 

 In June 2011, the IAASB considered comments received on the ED of its proposals to revise ISA 610 and 

aspects of ISA 315, Identifying and Assessing the Risks of Material Misstatement through Understanding 

the Entity and Its Environment, relating to the external auditor’s use of the work of internal audit. While 

there was generally broad support for the IAASB’s proposals, several respondents, including regulators 

and oversight bodies in particular, felt that the requirements in certain areas needed strengthening to 

varying degrees. There were also mixed views on the desirability of direct assistance.  

 The IAASB continued its discussion of significant issues and revised drafts of the proposed standards in 

September 2011.  

 The IAASB will consider final drafts of the proposed standards with a view to approval as final standards in 

December 2011. 

The Auditor’s Responsibilities Relating to Other Information (ISA 720)  

 At its March 2011 meeting, the IAASB considered first drafts of the proposed revised ISA 720 and 

proposed revised ISA 560, Subsequent Events. Issues discussed included documents in the scope of ISA 

720 and proposals to strengthen the auditor's approach to other information, in particular the auditor's 

responsibilities and actions to be taken depending on the nature of the other information and whether the 

matter relates to the audited financial statements or the other information.  

 As discussed in the Standards and Guidance section above, further IAASB deliberation on ISA 720 is 

scheduled for Q4 2011. 

Special Considerations in Auditing Complex Financial Instruments, and Status and Authority of IAPSs 

 As part of its project to develop IAPN 1000, the IAASB deliberated whether to provide additional 

authoritative guidance in ISA 500, Audit Evidence, and ISA 540, Auditing Accounting Estimates, Including 

http://www.ifac.org/IAASB/Meeting-BGPapers.php?MID=0244&ViewCat=1481
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Fair Value Accounting Estimates, and Related Disclosures, to address specific matters relating to the audit 

of complex financial instruments, including use of third party pricing sources.  

 The IAASB asked the project Task Force to consider the matter further and to present issues for its 

consideration in due course. 

Assurance Engagements Other than Audits or Reviews of Historical Financial Information 

 The IAASB issued its ED of proposed ISAE 3000 (Revised), Assurance Engagements Other than Audits or 

Reviews of Historical Financial Information, in April 2011. 

 The IAASB will consider significant comments received on the ED at its March 2012 meeting.  

Assurance Engagements on Greenhouse Gas Statements 

 The IAASB issued its ED of proposed ISAE 3410, Assurance Engagements on Greenhouse Gas 

Statements, in January 2011. 

 The IAASB will consider significant comments received on the ED at its December 2011 meeting.  

ISA Implementation Monitoring  

 In September 2011, the IAASB approved Phase 2 of its Clarity ISA Implementation Monitoring Project. The 

objective of this phase will be to gather information about the use of the clarified ISAs to assist the IAASB 

in determining what, if any, changes are needed (a) in order to increase the consistency of practitioners’ 

understanding of the ISAs; and (b) for the revised ISAs covered by the review to achieve the IAASB’s goals 

in revising them, in an effective and efficient manner. 

 In this regard, the IAASB expects to gather and analyze information from various stakeholders through 

targeted outreach in 2012.  

Meeting Updates 

IAASB Meetings 

The IAASB met 5 times since the November 2010 Council Meeting: 

 September 19-23, 2011 in Beijing, China 

 June 20-23, 2011 in New York, United States 

 May 5, 2011 by teleconference 

 March 14-18, 2011 in Paris, France 

 December 6-10, 2010 in Orlando, United States 

The IAASB is scheduled to meet on December 5-9, 2011 in Los Angeles, United States 

IAASB CAG Meetings 

The IAASB CAG met twice during 2011: 

 September 12-13 in Prague, Czech Republic 

 March 8-9 in New York, United States 

 


