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May 9, 2013

International Auditing and Assurance Standards Board
529 Fifth Avenue 6th Floor

New York, New York 10017

U.S.A.

Cc: Canadian Auditing and Assurance Standards Board

Subject: A Framework for Audit Quality — Consultation Paper

Dear IAASB Members:

The Canadian Securities Administrators (CSA) is @aoization of Canada’s provincial and
territorial securities regulators whose objectiveigiiprove, coordinate and harmonize
regulation of the Canadian capital markets. The C&®fAccountants Committee is
comprised of the Chief Accountants from the province®mthrio, Quebec, Alberta and British
Columbia. We are submitting this letter to you in respaoghe invitation to comment from the
International Audit and Assurance Standards Board (theSB)/on its consultation papér
Framework for Audit Quality (the Framework).

We appreciate the opportunity to comment on the Framewd support the IAASB’s efforts
to engage stakeholders in exploring ways to improve the yoélgudits. The terms “audit
qguality” and “a quality audit” are being used with increasmegjfiency in various settings and
the IAASB’s Framework project provides an opportunity to @xpivhat these terms mean.
However, we are very concerned that the Framewor& doeclearly communicate how the
concept of audit quality relates to compliance with maéional Standards on Auditing (ISAS).
We think that clarity on this issue is critical to avo@hfusion among stakeholders about the
nature of an audit and what investors should expect froaudih.

The Framework includes several statements about tit@redhip between the concept of “audit
qguality” and ISAs. These statements provide some infeaomabout the relationship between
the two, but also raise several questions. In partieudanote the following:

1. The IAASB'’s vision statement on page 8 of the Fraonkwncludes the statement:
“Auditors are required to comply with relevant auditinghgierds and standards of quality
control within audit firms, as well as ethics and ottegyulatory requirements. The
Framework is not a substitute for such standards, na ilestablish additional standards or
provide procedural requirements for the performance of andiéigements.”



This statement explains how the Framework dmeselate to ISAs, but fails to clearly
explain how the Framewodoes relate to ISAs.

2. Paragraph 3 of the invitation to comment states: “Aglgtandards provide an important
foundation supporting audit quality. In particular, the $S#sued by the IAASB describe
the auditor’s objectives and establish minimum requirémeHowever, the majority of the
requirements in ISAs either provide a framework for tltgments made in an audit or need
judgment for them to be properly applied.”

The first sentence of this quote raises the questiarhether or not an audit, done in
compliance with ISAs, is a “quality” audit. The reface to “minimum requirements” in the
second sentence seems to suggest that complianceS&ghmay be insufficient to ensure an
acceptable audit. Finally, it is not clear how tHenmence to judgments and ISAs in the third
sentence relates to the Framework. In particul#s,unclear whether one of the intended
purposes of the Framework is to provide guidance on procas$ésas to ensure that
auditors do a good job in making judgments required by ISKs.think the Framework
should clearly explain whether compliance with ISAen$y one component of a “quality
audit” or alternatively whether the various elemerfitsualit quality described in the
Framework are integral to the goal of compliance withslS

3. Paragraph 18 of the Framework (duplicated on page 9) sasiéer questions about the
relationship among sufficient appropriate audit evidenesenhts of audit quality, and
reliability of an auditor’s report.

4. Paragraphs 13 and 14 of the Framework explore vatskshelders’ views about what
“audit quality” means. Paragraph 15 states: “balancing thiéferent views suggests that a
quality audit involves an effective audit being performdatiehtly, on a timely basis and for
a reasonable fee.” It is not clear whether audit queditild also involve elements other than
those listed in paragraph 15. The meaning of “an effeatidd” in paragraph 15 is also
unclear as is the relationship between “an effectiddtaand compliance with ISAs. In
addition, it is not clear how the five features desim paragraph 18 relate to the elements
described in paragraph 15 and in particular, whether therésatiescribed in paragraph 18
go beyond the elements contemplated by paragraph 15.

Although paragraphs 15 and 18 are not described as definitioagjagfity audit”, these
paragraphs appear to provide the IAASB’s working definitibthe term. The Framework
seems to use the terms “a quality audit” and “audit qualitgrchangeably, although the
Framework does not specify if these two terms measdhe thing. The Framework seems
to imply that an acceptable level of quality is achievelg when all the elements described
in paragraphs 15 and 18 are present (effectiveness, efficiemeliness, reasonable fee,
etc.). We agree that a comprehensive definition oft augility may be useful for auditors
and standard-setters. However, we think the Framevinaikid more explicitly acknowledge
that there cannot be one single definition of “a quaidit” or “audit quality” because some
stakeholders value certain elements described in paratbagid 18 differently than other
stakeholders.
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Securities legislation in Canada requires an audit tgoowith specified assurance standards
(including ISAS); our legislation does not refer togiaality audit” or the various elements
described in paragraphs 15 and 18 such as efficiency, timelotass {han filing deadlines) or
reasonable fee. Similarly, auditor’s reports in Camatiar to compliance with assurance
standards, but do not refer to audit quality. We are coaddahat stakeholders may interpret the
Framework’s discussion of the term “audit quality” as sutiggshat compliance with ISAs
would not, on its own, result in an audit that meetestors’ needs.

Section 3.4.2 (p.51), section 3.10 (p. 52) and item 4 of Appdn(hx65) discuss the inspections
of audit firms conducted by audit regulators. Consistetfit the issues discussed in the
preceding paragraph, we support an approach to audit reguiagpesttions that focuses on
compliance with auditing standards, standards on qualityrapand ethics standards. We agree
that audit regulators are in a unique position to assesstioeis elements of audit quality
described in the Framework, and may have opportunities to edste&eholders and promote
good practices relating to those elements of audit qudtiowever, we think that “deficiencies”
identified, and disciplinary actions imposed by audit regu$a should relate to compliance with
auditing standards, standards on quality control, and edf@indards We are concerned that the
phrase “inspection of audit quality” in section 3.10, imbaation with the Framework’s
description of “a quality audit” in paragraphs 15 and 18, magesst a different approach.

We request the IAASB to address the above issues inrdéneelvork.

If you have any questions about our letter, please do nibdtieet® contact us.

Yours truly,

The CSA Chief Accountants Committee

Carla-Marie Hait Lara Gaede

Chief Accountant Chief Accountant

British Columbia Securities Commission Alberta Securities Commission
(604) 899-6726 (403) 297-4223
chait@bcsc.bc.ca lara.gaede@asc.ca

Cameron Mclnnis Sonia Loubier

Chief Accountant Chef comptable

Ontario Securities Commission Autorité des marchés financiers
(416) 593-3675 (514) 395-0337 ext.
cmcinnis@osc.gov.on.ca Sonia.loubier@lautorite.gc.ca
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