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To:   IAESB CAG 

From:  Prof. Arnold Schilder  

Chairman, International Auditing and Assurance Standards Board (IAASB) 

   

International Auditing and Assurance Standards Board (IAASB) – 2017 Progress Report 

Note from IAASB Chairman 

I am pleased to report on the IAASB’s achievements and progress on its agenda this year. In this letter I will focus on 
some of these achievements in the first nine months of 2017. 

Progress on our Work Plan 

In our June 2017 Board meeting and July 2017 teleconference, the Board discussed ways to advance our projects while 
continuing to consider the needs of our broad range of stakeholders. This included discussions about how to make the 
the Board’s activities more effective and efficient, as well as how the Board’s capacity could be increased to explore new 
and emerging areas. This may include using external staff resources or funding for further considering the responses to 
the recent Emerging External Reporting and Data Analytics consultations, as well as explore how to further address the 
scalability issues of audits of smaller/ non-complex entities.  

ISA 540 (Revised) 

In March 2017 the IAASB unanimously approved the exposure draft of proposed ISA 540 (Revised), Auditing Accounting 
Estimates and Related Disclosures. The comment period ended August 1, 2017 and we have received 68 responses 
from many jurisdictions and a broad range of stakeholder groups. The responses showed support for the IAASB’s 
objectives in revising ISA 540. However, concerns were raised about the understandability and applicability of the 
proposals. Among other matters, respondents questioned the scalability, and whether the proposals will be capable of 
consistent application. In our September 2017 meeting, the Board discussed a preliminary analysis of the responses and 
for our extra October meeting the task force will prepare a detailed analysis and the way forward.  

ISA 315 (Revised) 

In 2017 the Board has made good progress on the revision of ISA 315 (Revised), Identifying and Assessing the Risks of 
Material Misstatement through Understanding the Entity and Its Environment.  In progressing changes to the areas where 
significant implementation issues have been noted, the Board continues to consider how the standard can be made more 
scalable, and modernized for evolving technologies used by entities and firms. The Task Force responsible for both this 
project and the ISA 540 revision also continue to collaborate on crossover matters between the standards. The board 
expects an exposure draft of the changes to ISA 315 (Revised) be published in June 2018.  

Quality Control 

In the first nine months of 2017, we also made good progress on the project to revise quality control at the firm and 
engagement level to build in a greater focus on quality management. We do not underestimate the impact that these 
revisions may have on networks and firms and the Board therefore decided to seek input at an early stage of 
development about how the proposals can be efficiently and effectively implemented. Accordingly the Task Forces have 
undertaken or are planning separate specific outreach with, among others, the Global Public Policy Committee (GPPC) 
(with observer invitations to the Public Interest Oversight Board (PIOB) and the International Forum of Independent Audit 
Regulators (IFIAR)), the Forum of Firms and the Small- and Medium-Sized Practices Committee in September and 
October 2017 to seek input on the practicality of the proposals. We also presented a webcast on the new proposals in 
September 2017 to help inform a broader range of stakeholders about the proposed changes. As a consequence we 
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envisage a later timing of approval of Exposure Drafts for the revised standards (i.e., September 2018 rather than 
December 2017).  

Group Audits  

In 2017, the Group Audits Task Force focused on supporting the Quality Control Task Force, ISA 220 Task Force and 
ISA 315 (Revised) Task Force, to help ensure that the requirements in those standards provide appropriate connection 
points between those projects and ISA 600, Special Considerations‒Audits of Group Financial Statements (Including the 
Work of Component Auditors). The Task Force published a project update to update stakeholders about the issues under 
consideration in the revision of ISA 600 and other projects that address other international standards, including ISA 220, 
Quality Control for an Audit of Financial Statements, and ISQC 1, Quality Control for Firms that Perform Audits and 
Reviews of Financial Statements, and Other Assurance and Related Services Engagements. It also explains the linkages 
between these projects as they relate to group audit issues. 

Small- and Medium-Practitioners 

In our Work Plan for 2017−2018, we made a strong commitment to continue to explore ways to address the needs of 
small- and medium-practitioners. As part of our efforts in this area we co-hosted a two-day working conference in Paris, 
attended by over one hundred interested stakeholders from 28 jurisdictions, to obtain views about the scalability and 
proportionality of the ISAs, as well as the needs of this stakeholder group relative to the IAASB’s suite of standards. 
Feedback from this event was discussed with the Board in March 2017, and the Board agreed to continue to focus in the 
current projects on scalability and proportionality, as well as explore other related matters, including the discussion about 
the benefits and challenges a separate standard for audits of small and medium entities.  

As part of our efforts in this area, the Board approved a project proposal to revise ISRS 4400, Engagements to Perform 
Agreed-Upon Procedures Regarding Financial Information, in its September 2017 meeting. The current standard is over 
twenty years old and the responses to the discussion paper highlighted that the standard has not kept pace with the 
significant changes that have occurred in the business environment and therefore needs to be modernized. 

SSB Coordination 

I would also like to note our continued efforts to enhance the coordination with the other standard-setting boards. In June 
2017 meeting, our Steering Committee and the Planning Committee of the International Ethics Standards Board for 
Accountants (IESBA) met to discuss the coordination of the standard-setting boards, and we were also joined by the 
Chair and Deputy Chair of the International Accounting Education Standards Board (IAESB). In September 2017, the 
IAASB and the IESBA had, for the first time, a joint Boards session on key areas of common interest, which was attended 
by the deputy chair of the IAESB. In addition, the IAASB, IESBA and IAESB issued a joint publication that outlines 
observations about the current environment and sets out actions the global standard-setting boards will take in enhancing 
professional skepticism. 

Adoption of the ISAs 

Finally, I would like to bring to your attention that the number of countries that are using the ISAs or have committed to 
using them in the near future has increased to 124 because of the addition of 11 countries in mid-Africa.  

Explanations of Changes to Project Plan 

Standards and 
Guidance 

The IAASB continues to evaluate the project plan in order to ensure sufficient board time is allocated 
with respect to the IAASB’s priority projects and also to accommodate the necessary sequencing of the 
various projects that are interrelated.  

The IAASB has also further discussed how to progress its projects more effectively and efficiently and 
is implementing actions arising from the discussions as appropriate. In addition, the IAASB has further 
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considered how its capacity based on current Staff resources can be increased, and has initiated 
working with others to progress initiatives being explored on Emerging Forms of External Reporting, 
Data Analytics and the scalability issues of audits of smaller/ non-complex entities.    

Project Updates 

ISA 540 
In March 2017, the IAASB approved the release of proposed ISA 540 (Revised) for public exposure, including related 
conforming amendments to other International Standards. The Exposure Draft was issued in mid-April, for comment by 
August 1st.  

In advance of the release, the IAASB discussed the ISA 540 Task Force’s proposals relating to the revision of ISA 540, 
including proposals related to the threshold for the work effort, referring directly to inherent risk, and the development of 
auditor’s point estimate and ranges. The IAASB also agreed to include in the proposed ISA two appendices to better 
explain how accounting standards can give rise to accounting estimates and the implications of complexity, the need for 
the use of judgment by management, and estimation uncertainty on the auditor’s risk assessment and related 
responses.  

In September 2017, the Board received an overview of the comment letters received on the Exposure Draft. The Board 
discussed respondents’ concerns about the complexity of the proposed ISA and potential difficulties in understanding 
and applying it in practice, and asked the ISA 540 Task Force to look at ways to restructure the proposed ISA to 
improve its clarity and readability. The Board also discussed the scalability of the ISA, how risk factors could be taken 
into account, and how best to structure the response to the assessed risks of material misstatement. The Board 
highlighted the importance of achieving the right balance between issuing a high-quality standard and the public interest 
in finalizing the ISA in a timely fashion. The IAASB is holding an additional meeting in October to progress proposed 
ISA 540 (Revised). 

ISA 315 (Revised)1   
In March 2017, the IAASB discussed possible changes to ISA 315 (Revised), including some of the elements of internal 
control and the related work effort, as well as provided initial views in relation to the impact of information technology 
(IT) emphasizing the need for enhanced application material to illustrate the work effort in relation to less complex IT 
systems. The Board also supported retaining the concept and further exploration of a definition to clarify what a 
significant risk should be, as well as the interaction of significant risks with a spectrum of risks.  

In September 2017, the ISA 315 Task Force presented proposed changes to the requirements in ISA 315 (Revised) to 
address identified issues relating to understanding the entity and its environment, including the applicable financial 
reporting framework, and internal control, including obtaining an understanding of the five components of internal 
control. The Board broadly supported the proposals, but asked for consideration about some of the proposed changes 
to the definitions, as well as the perceived focus on controls in obtaining the necessary understanding of the 
components of internal control. 

In September 2017, the Board confirmed their support for a separate identification and assessment of inherent and 
control risk, instead of a combined approach. However, the Board asked that the ISA 315 Task Force further consider 
how this works practically and highlighted that further clarification is needed relating to the assessment of control risk.  

The ISA 315 (Revised) Task Force will continue to work with the Data Analytics and Professional Skepticism Working 
Groups in progressing this project. 

                                                 
1  ISA 315 (Revised), Identifying and Assessing the Risks of Material Misstatement through Understanding the Entity and Its Environment 
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Quality Control (Firm Level) 
In June 2017, the Board discussed the Quality Control Task Force’s recommendations on the possible revisions to 
ISQC 1,2 which included a discussion of a working draft of ISQC 1 (Revised) and how the proposals are expected to 
change firm behaviors. The discussion also included the following key topics:  

• How a quality management approach has been incorporated into ISQC 1.  

• The overall structure of ISQC 1, including the proposed new components and how they are related.  

• The extent to which the requirements in extant ISQC 1 should be retained in order that the robustness of ISQC 1 
is maintained.  

• The scalability of the revisions to ISQC 1 and the application of the standard by SMPs.  

• The specific proposals in relation to the components addressing: 

o Governance and leadership, including organization, culture and strategy.  

o Information and communication.  

o The quality management process, comprising the process of establishing quality objectives, identifying and 
assessing quality risks and designing and implementing responses to the quality risks.  

o Monitoring and remediation, which forms part of the quality management process.  

The Board was supportive of the overall direction proposed by the QCTF and emphasized the importance of outreach 
with a variety of stakeholders to seek input on the practicality of the proposals. The Board also encouraged the QCTF to 
develop guidance and examples to accompany the revised standard in order to explain the implementation and 
application of the standard.  

In September 2017, the Board discussed the Quality Control Task Force’s recommendations on the documentation of 
the system of quality management, and was generally supportive of the proposals, subject to various refinements. 

Engagement Quality Control Reviews 

In March 2017, the IAASB discussed the Quality Control Task Force’s recommendations on the criteria in respect of the 
eligibility of the EQC reviewer and how the firm selects the EQC reviewer. The IAASB agreed that further coordination is 
needed with the IESBA relating to aspects of the objectivity of the EQC reviewer. 

In June 2017, the Board agreed that a separate standard addressing EQC reviews should be developed.  

In September 2017, the Board discussed the proposals in relation to EQC reviews that would be incorporated in ISQC 1 
and the proposed new standard for EQC reviews, ISQC 2.3 In its discussions, the Board confirmed that the purpose of 
the EQC review is to evaluate the significant judgments made by the engagement team. In addition to various 
recommendations to further enhance and clarify the requirements and application material, the Board encouraged the 
QCTF to improve the robustness of the requirement relating to the scope of the engagements subject to EQC review 

Networks 

In June 2017, the Board discussed proposals relating to how networks should be addressed in the IAASB’s Standards, 
which were presented by the Quality Control Task Force, the ISA 2204 Task Force and the Group Audits Task Force 
(the Task Forces). The Board:  

                                                 
2  International Standard on Quality Control (ISQC) 1, Quality Control for Firms that Perform Audits and Reviews of Financial Statements, and Other 

Assurance Engagements and Related Services Engagements 
3  Proposed ISQC 2, Engagement Quality Control Reviews 
4  ISA 220, Quality Control for an Audit of Financial Statements 
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• Supported the overall direction proposed by the Task Forces, including not revisiting the definition of networks 
used in the IESBA Code of Ethics for Professional Accountants and the IAASB’s International Standards, and not 
to further consider establishing requirements for networks in the IAASB’s International Standards.  

• Discussed various aspects of firms or engagement teams using information from networks as part of their quality 
management, including the appropriateness of terms used and associated challenges of using the information.  

The Board encouraged the Task Forces to move forward in considering how changes could be made to the relevant 
standards to reflect the Board’s discussions.  

Quality Control – Engagement Level  
In June 2017, the IAASB discussed proposed changes to the requirements in ISA 220. Although some aspects of the 
changes were supported by the IAASB, such as strengthening the engagement partner’s leadership responsibilities for 
the engagement, and the consideration of all resources relevant to an engagement, the Board highlighted that many of 
the changes, as currently drafted, would likely be difficult to implement in practice. The Board also added that it would 
be difficult to demonstrate compliance with some of the new proposed requirements.  

The Board encouraged the ISA 220 Task Force to focus its efforts on changes that would enhance audit quality through 
refocusing the engagement partner’s efforts, or involvement, on areas of high-risk in the audit (i.e., where the issues are 
complex and require more judgment) and to further consider the way that quality management could be built into some 
of the other elements of ISA 220 as appropriate.  

Group Audits  
In June 2017, the IAASB received an update on the activities of the Group Audits Task Force. The IAASB supported the 
proposal of the Group Audits Task Force to engage more directly with the Quality Control Task Force, ISA 220 Task 
Force and ISA 315 (Revised) Task Force, to help ensure that the requirements in those standards provide appropriate 
connection points between those projects and ISA 600.5 The IAASB also supported the proposal of the Group Audits 
Task Force to publish a short project update and asked the Group Audits Task Force to consider topics that are related 
to standards not under revision, for example, materiality and audit evidence.  

In September 2017, the Board supported the release of the project update. 

Data Analytics  
In March 2017, the IAASB received a presentation of high-level observations from respondents to the IAASB’s Request 
for Input: Exploring the Growing Use of Technology in the Audit, with a Focus on Data Analytics. It was noted that 
respondents supported the IAASB in undertaking this work and encouraged continued active participation of the Data 
Analytics Working Group in other current standard-setting projects of the IAASB.  

In September 2017, the IAASB received a presentation of more detailed observations from the responses to the 
Request for Input and an update on the future plans for the project. 

Professional Skepticism  
In March 2017, the IAASB received an update on the activities of the Professional Skepticism Working Group and 
encouraged the continued ongoing support for coordination with the other task forces and working groups of current 
projects, as well as the continued coordination between the members of the Professional Skepticism Working Group.  

In September 2017, the IAASB received a further update on the activities of the Professional Skepticism Working Group 
and the Professional Skepticism IAASB Subgroup. The Board supported the release of a communication to update 

                                                 
5  ISA 600, Special Considerations‒Audits of Group Financial Statements (Including the Work of Component Auditors) 

http://www.ifac.org/publications-resources/isa-600-project-update
http://www.ifac.org/system/files/publications/files/IAASB-Data-Analytics-WG-Publication-Aug-25-2016-for-comms-9.1.16.pdf
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stakeholders about the actions and current status of the Professional Skepticism Working Group’s work. The Board also 
discussed the concept of “levels” of professional skepticism and supported the recommendations of the Professional 
Skepticism IAASB Subgroup not to introduce the concept into the ISAs, and not to revise its definition of Professional 
Skepticism other than marginally. 

Agreed-Upon Procedures 
In September 2017, the Board discussed the feedback on the Discussion Paper and approved a standard-setting 
project proposal to revise ISRS 4400,6 subject to clarifications around the use of judgment, independence, restriction of 
the report of factual findings and required documentation.  

Emerging Forms of External Reporting  
In June 2017, the IAASB received a presentation about the high level observations from the comment letters received to 
the Discussion Paper, Supporting Credibility and Trust in Emerging Forms of External Reporting. It was noted that 
respondents generally supported the development of guidance on how to apply existing international assurance 
standards rather than developing new standards, and that the IAASB should continue to provide thought leadership on 
assurance issues and coordinate its work with other relevant organizations.  

In September 2017, the IAASB received a presentation from a representative from the World Business Council for 
Sustainable Development on redefining value in connection with the IAASB’s project on emerging forms of external 
reporting. 

Coordination with other Standard-Setting Boards 
In March 2017, the IAASB received an update on activities undertaken to enhance the coordination with the IESBA and 
the IAESB. The IAASB provided views about how this coordination could be further enhanced. 

In September 2017, the IAASB and IESBA met for the first time in joint session. Among other matters, the two Boards 
were briefed on areas requiring or potentially requiring coordination, and a proposed approach to coordination, which 
they broadly supported subject to refinements. The Boards agreed to form a joint working group to address the topic of 
the objectivity of EQC reviewer. They also discussed how best to achieve alignment of their future strategies and work 
plans while respecting their independence, including how to align their strategy periods. The Boards agreed to meet 
again in joint session in the second half of 2018.  

SMP and SME 
In March 2017, the IAASB received feedback from the IAASB’s Working Conference for SMPs and audits of SMEs held 
in Paris in January 2017. The IAASB discussed how proportionality and scalability could be enhanced in its standards, 
and agreed to further explore what more can be done. 

International Accounting Standards Board (IASB) Liaison Working Group 
In September 2017, the Board received a presentation about the recent activities of the IASB Liaison Working Group, 
including the Working Group’s feedback to the IASB on their initiatives relating to materiality and disclosure. 

 

                                                 
6  International Standards on Related Services (ISRS) 4400, Engagements to Perform Agreed-Upon Procedures Regarding Financial Information 


