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For the attention of Jim Sylph
International Federation of Accountants
545 Fifth Avenue, 14th Floor
New York, NY, 10017
USA

4 January 2008

Dear Sir

IAASB Consultation Paper – Proposed Strategy for 2009-2011

We appreciate the opportunity to comment on the IAASB’s Proposed Strategy for 2009-2011

Following extensive consultation with members of the PricewaterhouseCoopers network of firms,
this response summarises the views of member firms who commented on this Consultation Paper.
“PricewaterhouseCoopers” refers to the network of member firms of PricewaterhouseCoopers
International Limited, each of which is a separate and independent legal entity.

Overall Comments

We commend IAASB for starting now to focus on what the Board’s strategy should be post-Clarity
in 2009-2011. It is important for a standard-setting body, such as IAASB, to have clear sight of its
vision and goals in order to guide its priorities and allocation of resources, and to provide a
benchmark to measure its success.

Overall, we support the three broad focuses of the world’s capital markets, the implementation of
standards and the needs of SMEs. We note, however, that the first two are not entirely mutually
exclusive – effective implementation of the Clarity standards is vital if the ISAs are to meet the
needs of the world’s capital markets. We also note that, unless auditing standards remain
principles-based, there is potential for conflict between meeting the needs of the world’s capital
markets and the needs of SMEs. IAASB’s strategy needs to explicitly address the tensions
amongst these focuses and articulate how the Board intends to balance them.

From our perspective, facilitating the effective operation of the world’s capital markets is of upmost
importance and, therefore, maintaining high-quality auditing standards that strengthen public
confidence in financial reporting should remain IAASB’s primary focus.

Defining IAASB’s vision

We were disappointed that the strategy doesn’t articulate a vision or attempt to define what would
represent success. Whilst we can appreciate that such a vision might be contingent on the plans
and actions of others, we don’t believe that should dissuade IAASB from setting out where it thinks
international standards should be in, say, ten years time. Indeed, failure to do so could result in
inefficient or ineffective use of resources. In the absence of identifying what the Board is ultimately
trying to achieve, there is a very real risk of work expanding to fill the time and resources available
rather than the Board’s priorities driving the agenda. Indeed, we felt that there is some evidence of
this in the proposed work programme (e.g. the proposal to “identify and develop implementation
guidance for an “additional topic””).
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implementation. It is important to assess whether those aims have been achieved. The result of
such a review might be the identification of specific requirements or guidance that have proven
difficult to implement and, therefore, reconsideration of their cost/benefit might be warranted. The
review might also identify impediments to implementation that the Board might be able to alleviate.

Again, we recommend that this assessment or review be defined as a project in its own right so
that appropriate consideration can be given to how best to design an effective assessment
process.

Allocation of resources

We are strong proponents of a need for a stable platform as we believe this will allow member
bodies, firms and others to devote attention to the implementation of the new Clarity ISAs. We
believe that two years is the minimum amount of time that should be allowed and wonder whether
a longer time might be needed. We believe that the moratorium should not be limited only to
development of new ISAs. New pronouncements in other areas will equally demand time and
resource to provide input as they are developed and to implement once promulgated. As explained
in our comments on specific proposed activities, we question whether the case has been made in
relation to all of them, at least in the shorter term.

That being said, we believe that the moratorium period provides an opportunity for IAASB to
conduct research and thought leadership. IAASB has traditionally not been particularly forward
looking. The moratorium provides an opportunity to do so in a more structured way than in the past.
We accept that the Board itself is not a body best positioned to undertake the research, but it could
commission appropriate research and deliberate on the implications of the results from a
standards-setting perspective. Any academic research should be commissioned now so that it is
available for consideration by IAASB in the post-Clarity period.

We suggest that a productive avenue of thought leadership would be looking at the long-term
trends affecting the environment for audit and demand for audit services. For example, the Board
could explore audit reporting and communications in a broad and comprehensive manner, reaching
out to engage with stakeholders and fully exploring alternatives. Indeed, stakeholder engagement
is vital if the standard setting process is to produce high quality auditing standards that meet the
needs of the financial reporting supply chain. More could be done to reach out – not just through
IAASB’s own structures (e.g., the Consultative Advisory Group), but through robust survey
methods.

Another area of thought leadership worthy of consideration is stakeholders’ views of the relevance
and cost of the financial statement audit for both listed companies and non-public interest entities.
IAASB should be interested in the possible relationship of auditing standards with such
perceptions. For example, is there a relationship between perceived relevance/value of the
financial statement audit and the standardisation of the audit process and audit reporting? Could
the more rules driven auditing standards now being released become a hindrance to innovation
and the ability to individualise audit approaches to meet the needs of stakeholders, particularly of
those outside of the capital markets? Will they also make attracting bright people into the
profession more difficult in the future?

Proposed actions

We comment in more detail on each of the proposed actions in the Appendix to this letter.

Closing remarks

In closing, we would like to reiterate our support for IAASB in consulting on its future strategy. The
current circumstances present both opportunities and challenges and we encourage IAASB to think
beyond its current structures and approaches so that the Board’s energy and resources can be
applied in the most effective manner in pursuit of the ultimate aim – developing high quality auditing
standards, and actively advocating the convergence of auditing standards around the world
towards them, so that the ISAs are broadly recognised as the global auditing standards against
which audit quality will be judged.
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We would be happy to discuss our views further with you. If you have any questions regarding this
letter, please contact Roger Marshall (+44 20 7804 4866).

Yours faithfully,

PricewaterhouseCoopers
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Appendix
Comments on specific proposed actions

PwC views

A. World’s capital markets

A.1 Enhancing public confidence in financial reporting through the development of high-quality ISAs

Performance Standards
A.1.1. Develop two ISAs – possibly
ISA 610 and ISA 720

The successful implementation of the Clarity ISAs may well be
contingent on IAASB providing a stable platform with no change for a
reasonable period of time. There is a risk that identifying, and
commencing, revision projects could have a destabilising effect by
introducing uncertainty.

Whilst recognising that standards need revision to keep relevant to
current practice, in our view, standards should only be revised or
amended if there is demonstrable need for change and clear
evidence that doing so will improve audit quality. We are not
convinced that any of the Clarified ISAs that were not subject to
revision are so in need of revision that IAASB should commence
revision project during the moratorium.

The Strategy proposes that two new ISAs be developed during the
period - ISA 610: Considering the Work of Internal Audit and ISA
720: Other Information in Documents Containing Audited Financial
Statements. The basis for these recommendations is that there have
been developments in the role of internal audit, and in the
presentation of financial statements (for example their presentation
on websites) that are likely to justify revision of those standards.

We note that with respect to Internal Audit, the PCAOB’s recently
published AS 5 has re-affirmed the validity of AU 322: The Auditor's
Consideration of the Internal Audit Function in an Audit of Financial
Statements, which first became effective in 1991. Whilst internal
audit's role may evolve in many organisations, the need to alter the
existing auditing standard related to the external auditor’s
consideration of the work of internal audit may be less clear-cut. We
question whether there is a burning platform necessitating revision of
this ISA in the near term.

ISA 720 addresses the auditor’s responsibilities with respect to other
information included in an annual report. Its scope is well defined and
relevant. Previous attempts to develop guidance that extend beyond
this scope at an international level have found consensus elusive—
perhaps in part due to differing legal and regulatory environments.
We question whether IAASB should embark on a revision to ISA 720
until the scope of the project is well defined and a reasonable basis to
believe that a globally supportable approach exists.

Reporting Standards
A.1.2. Determine actions to be taken
based on research to be conducted
with regard to the auditor’s report

ISA 700 (Revised) has been in effect since 31 December 2006. At the
time of that revision, the Board focussed on updating the current
auditor’s report and related guidance in light of the anticipated
increased use of ISAs around the world. Additional guidance was
deemed important to ensure consistent application of the reporting
principles in practice. The Board did not attempt, at that time, to
explore whether different reporting models might better meet
stakeholders needs.

Many national standard setters have not adopted revised auditor’s


