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Detailed Analysis of Respondents’ Comments on Exposure Draft: Amendments to Preface — IAASB Due Process and
Working Procedures

l. General Statements of Support

Comment

ACCA In the context of the wider reforms taking place at IFAC and the need to respond to calls for clarity and greater convergence to International Standards on Auditing (ISA), we
welcome the proposed amendments, which will enhance the status of IAASB as a standard setter.

APB The APB observes that the proposed changes to IAASB’s due process and working procedures are largely consequential to arrangements that were agreed between IFAC and the
Monitoring Group as to how IAASB can best be seen to serve the public interest. The APB was not involved in the discussions that led to these arrangements and makes no
comment on them in this letter.

EY We are supportive of the proposed amendments as they will serve to increase the transparency of the IAASB standard setting process.

FEE FEE is supportive of the proposals made as the amendments are an improvement in comparison with the existing preface and will increase the transparency in the IAASB standard
setting process which we consider is in the public interest. The perceived quality of the due process at IAASB is particularly important at this time as the adoption of ISAs is
being considered in the European Union.

GT The IAASB’s issuance of the proposed amendments is appreciated and we welcome the Board’s intention to consider modifications in the light of comments received before
issuing the final form.

ICAEW In general, we welcome the proposals which should serve to enhance the transparency of IAASB processes and the perception thereof. The perceived quality of due process at
IAASB is particularly important at this time in the UK and elsewhere in Europe as the adoption of ISAs is being considered. In general, we support the proposals which are largely
unobjectionable and reflect common sense and current best practice in standard setting.

ICANZ We believed it is important that matters such as these are reviewed on a regular basis, and that they are subject to a transparent due process. Overall we agree with the amendments
proposed and do not have any specific matters to raise.

ICAR We welcome the work carried out by the IAASB to achieve greater transparency and believe that the amendments contained in the exposure draft are consistent with IFAC’s
Reform Proposals and other published material. We therefore support the proposed changes and consider that they will assist in ensuring that IAASB’s process is rigorous,
transparent and properly responsive to the public interest.
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Overall, we welcome the IAASB’s effort to clarify its due process and make that process more transparent. In fact, we agree with almost all of the proposed amendments.

We strongly support the work of the IFAC and IAASB in their efforts to enhance its due process and working procedures. The exposure draft considers current procedures and
draws upon best practices followed by other standard setters, mainly by strengthening the deliberative process and enhancing the responsiveness to comments made on proposed
standards. We support the proposals in the exposure draft on the basis that the enhancement will strengthen public confidence in the global auditing profession and serve the public
interest.

The Instituto Nacional de Contadores Publicos, Colombia, International Committee has analyzed the document and has found it appropriate and applicable.

We note that the IAASB has made a number of significant enhancements in its transparency and due process over the last two years and want to acknowledge this progress. It has
been very useful to have the Board Agenda papers posted on the IAASB website, and to have Board meetings open to the public. We are pleased to see further efforts to aid
transparency and improve the Board’s due process as evidenced in this ED, and we encourage ongoing improvement.

Our overall impression is that this paper contains the following essential elements for the understanding of professional accountants:

-the explanatory memorandum contained in the draft international standards or statement (paragraph 31 of the ED);

-the possible discussion of IAASB with certain members on the reasons for not having accepted their proposals for amendment, following the exposure draft comment submission
period (paragraph 35 of the ED);

-the basis of opinion, to be provided with each final standard or statement (paragraph 41 of the ED).
The JICPA generally supports this Exposure Draft and agrees with some revisions proposed in the Exposure Draft

We agree that proper due process procedures are an important element of high quality standards that are responsive to the public interest. We support the proposed changes to the
IAASB’s due process procedures and expansion of the Preface to reflect more fully the procedures followed by the IAASB.

A generally accepted due process is critical to the credibility of the IAASB as a recognised global auditing standard setter and the quality of the International Standards of
Auditing. Accordingly, we strongly support IAASB’s decision to make improvements to its due process and working procedures and, subject to the comments below, broadly
support the proposed amendments to the Due Process Exposure Draft. There are a few matters where, in our opinion, amendments could be made to improve the clarity of the
proposed wording before finalising the revised Preface and we offer a number of suggestions for IAASB’s consideration. However, on balance, we believe the proposed
amendments are both important and helpful to practitioners.
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1. General Statements of Concern and Related Matters for Consideration

GT

ICAEW

FEE

Respondents Comment

The comments made in this submission are designed to encourage the IAASB in its attempt to operate with working procedures that
are rigorous and transparent. At the same time we would like to call on the IAASB to ensure that this transparency is well-balanced
with the Board’s need for involvement and timely decision making.

... we urge that IAASB consider the possibility of taking some of the proposals further, as set out below. We are aware of the amount
of work involved in implementing such suggestions even where they might appear, to those not familiar with the standard setting
process, to be ‘minor’ points of procedure. But we believe that taking these additional steps would help avoid the need to re-consider
due processes and working procedures within a relatively short time period.

The majority of practitioners are those serving SMEs which are the backbone of most developed economies. The standards issued by
the IAASB should be accessible and useful to practitioners serving small and medium sized entities. The Preface should therefore
include a statement to the effect that IAASB standards are developed in a manner that facilitates their efficient use by practitioners
serving SMEs.

The Preface should also set out a clear policy on the quality of written English IAASB intends to achieve in its output. The benchmark
should be standards that are ‘readily comprehensible to the audience for which they are intended and, wherever possible, are kept as
simple as possible in order to facilitate translation’. The standards are used by many jurisdictions in which English is not the first
language and in which the standards themselves need to be incorporated into law. Convoluted wording and complex sentences act as a
significant bar to the proper adoption of IAASB standards in many such jurisdictions, as recognised in the IAASB’s current work on
clarity.

In our opinion the Proposed Preface is currently difficult to read and understand. The main reasons are the use of a lot of
abbreviations and acronyms and the consolidation of an overwhelming amount of information in one document. To adequately
understand the Proposed Preface and the due process it promotes, a very good pre-existing understanding of IAASB’s structure is
required. For example, the composition, the objectives, terms of reference, etc of the Monitoring Group, the IAASB Consultative
Advisory Group, the Public Oversight Interest Board, the IAASB Steering Committee and other IFAC Committees and Task Forces, as
well as the distinction between these different groups, are not clearly stated.

Staff Comment (where
necessary)

This is a statement of objective, rather
than a matter of due process. For
further consideration as part of Clarity
Project.

For further consideration as part of
Clarity Project.

Preface simplified and redrafted to be
more general. Description of IAASB
oversight and consultative groups
repositioned and redrafted.
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We recommend that the IAASB gives further information on the many committees and task forces referred to in the Proposed Preface,
as well as on the meaning of the abbreviations and acronyms used. As a minimum, this could be by cross-reference to other parts of
the IFAC Handbook. These modifications would enhance the readability and understandability of the Proposed Preface.

Small and medium size entities
This a statement of objective, rather

We encourage IAASB to include in the Preface specific mention of the applicability of pronouncements to the audit of small and
than a matter of due process.

medium size entities. FEE recognises that it is difficult for IAASB to prepare standards that are appropriate to a wide variety of
different sizes and types of entities and economic environments. However, the principle-based standards issued by the IAASB should
be readily and efficiently usable by auditors of small and medium-sized entities.

Ease of translation of International Standards on Auditing For further consideration as part of

In the light of the clarity project of the IAASB, we believe that the Proposed Preface should set out a clear policy on the standard of ~ Clarity Project.
written English IAASB intends to achieve in its output. For example, avoidance of long, complex sentences and idiomatic phrases
would facilitate translation into the 20 languages of the European Union.

The IFAC Website

There are multiple references to information on the IFAC and IAASB websites (information which often cannot be readily located

without detailed knowledge of the website). Consideration should be given to including part of that information in the Proposed COmments submitted to IAASB staff and
Preface itself. Inclusion of the membership, terms of reference and operating procedures of the IAASB Consultative Advisory Group, 'FAC Communications team addressing
the Public Oversight Board, the IAASB Steering Committee, the Monitoring Group and IFAC Committees and Task Forces in the th€ revision of the IAASB website.
Proposed Preface might require a division of the exposure draft into different parts.

In any event the user-friendliness and structure of the IFAC website should be enhanced and the website should be made more
transparent. For example, the presentation of the standards, the “how to get to” links and the links between related areas could all be
improved. Knowledge of the structure and experience with the use of the website is often required to find a particular item. For
example, terms of reference of some IFAC groups can be found under that group’s header whereas terms of reference of other IFAC
groups are included under the more difficult to find “Members/Source Files/Auditing Related Services” directory.

Another matter which we believe should be clarified in the Proposed Preface is the legal status of the material which is archived by
IAASB. In court cases where the correct interpretation of an IAASB standard might be crucial, plaintiffs and defendants may make
reference to archived material which contributed to the development of the standard under scrutiny.
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KPMG Our largest concern with the proposed changes to the Preface is that they do not contemplate introduction of a process that enables  Under consideration by IAASB.
IAASB to issue guidance to the profession on urgent issues on a timely basis. The experience that IAASB had with the development
of first time application guidance demonstrates that there may be circumstances where it will be in the public interest for IAASB to
issue guidance on an urgent basis, even if it means not fully following the established due process. We recommend that IAASB re-
consider the need to address urgent issues and develop proposals for a process that is designed to provide guidance to practitioners on

a timely basis.
I0SCO Mix of information on ““due process™ and ““working procedures” Agreed. See Issues Paper and
We understand that the intent of this ED is to expand the information presently provided, in order to increase a reader’s understanding Iraestruztured Due Process and Working
rocedures.

about operations of the IAASB. This transparency is desirable; however, the mix of different types of information in this document
raises the question of whether all information included should be presented in the same way and should appear to have the same
weight. For example, in paragraph 33, it is stated that “an acknowledgement of receipt will be sent to every respondent.” This is an
example of a desirable operating procedure which, because it is included in this preface may be considered to be part of the principles
or elements of due process. As such, one could argue that a failure to send an acknowledgment is a violation of due process, but, it
would seem disproportionate to suggest that the failure to acknowledge one receipt from one correspondent is a failure of due process.

Paragraphs in the preface which are more in the nature of detailed administrative information and day-to-day working procedures
might be more appropriately placed in an operations document, one that could be more easily modified as the need arises. Such a
document could be posted on the IFAC website to provide the necessary transparency. Much of the remainder of this section
(paragraphs 34-36) might more appropriately be placed in a working procedures document.

Broad statements of policy, principles, and elements of due process, are the types of matters that should be included in the Preface, if it
is intended to be an overarching part of all the auditing standards. Detailed working procedures could be presented in another way that
provides more flexibility for change when the need arises, while retaining the benefit of transparency

Clarity of standards, including the Preface

Paragraphs 2 — 22 of the Preface, addressing the format and typeface of the standards and other matters, will be significantly affected
by the outcome of the Clarity project that is underway. As we have previously commented, the Board needs to address and resolve the
issues of bold and grey lettering, use of language and other aspects of the clarity of standards as soon as possible. The clarity of
standards is a fundamental issue for all of the guidance issued by the Board, including the Preface to the international standards, and
we strongly encourage the Board to move forward as rapidly as possible on this project. Meanwhile, care should be taken to be clear

Agenda Item 3-E
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about requirements for due process that are included in the Preface.

We do not know if an IAASB analysis has been performed to compare the processes of the IASB and the IAASB. If this has not been
done, we believe it would be useful to do so, and to consider whether the experience of the IASB suggests any further improvements
that might also be appropriate for the IAASB.

An analysis was performed as a basis for
the ED. An updated analysis is presented
in Agenda Item 3-D.

ACCA We have, however, suggested some further improvements where it appears to us that they are justified, taking into account the need for  See Issues Paper on items (i) and (ii).
IAASB to make efficient use of its resources: (i) We call for increased transparency in project selection, in selecting membership of  Item (iii) — the issue of documentation of
Task Forces and in resolving any issues over the operation of due process. (ii) We recommend that full information on all IFAC bodies all IFAC bodies in a formal document —
and their interaction be incorporated in a formal document rather than rely only on website publication. (iii) We want all new is outside the remit of this project.
pronouncements to be accompanied by a ‘basis of conclusions’ document.

We are concerned to ensure that all IFAC standard-setting Committees adopt best practice in due process and working procedures. We
are, therefore, using this opportunity to comment to those Committees on the wider issues of consistency and stakeholder
responsiveness.

General Comments

The success of international standards depends on their being relevant, usable and authoritative. The latter depends generally on the
characteristics of the issuing body and, for each pronouncement, on due process being observed.In the context of the wider reforms
taking place at IFAC, we welcome the proposed amendments, which will enhance the status of IAASB as a standard setter.

The Preface will be affected by the outcome of the IAASB consultations on clarifying professional requirements and improving clarity
and structure. There is also a need for IAASB to consider action as proposed in the recently published Challenges and Successes in
Implementing International Standards: Achieving Convergence to IFRSs and ISAs. We support its clear recommendation that IAASB
develops standards in a manner that takes account of small and medium-sized audit considerations.

We note that the proposed amendments to the Preface have been prepared on the understanding that information on the membership,
terms of reference and operating procedures of certain bodies will be published on the IFAC or IAASB website. Certainly, without
such information the Preface does not properly explain the context in which IAASB must be seen. We believe that it is important to
incorporate relevant information in a formal document (such as the IFAC Handbook) rather than rely only on its publication on a
website. In addition, as well as information on each body, it is important to set out how the bodies interact.

Agenda Item 3-E
Page 6 of 50



Comments Received on Due Process Exposure Draft

IAASB Main Agenda (March 2005) Page 2005-97

Wider Considerations

We are sending a copy of this response to the Chairman of the IFAC Ethics Committee and the IFAC Education Committee aswe are ~ See Issues Paper re: IFAC common due
concerned to ensure that all IFAC standard-setting Committees adopt best practice in due process and working procedures. process initiative.

The IAASB proposed revisions highlight differences between the way IAASB and other IFAC Committees and Task Forces operate
and publish information that is of public interest. For example, in contrast to IAASB, the IFAC Ethics Committee publishes its terms
of reference but does not issue an informative Preface to its pronouncements (other than a very brief ‘Preface’ to the Code of Ethics).

The published ‘Meeting Summary’ of the 20 — 21 September 2004 meeting of the IFAC Ethics Committee, states that the Committee
‘discussed and approved: (i) Planning Committee Terms of Reference; and (ii) Due Process and Operating Procedures for the Ethics
Committee.’There is, however, no mention of exposure for comment. We believe it is important for there to be consistency between
IAASB and other IFAC bodies in the manner in which operational matters are determined.

This is not to say, however, that best practice for each IFAC body has to be identical. Indeed, we would caution against putting too
much emphasis on IAASB when deciding what is right for other bodies. Each body has a different stakeholder mix and should be
responsive to that, for example through appropriate selection of members of a Consultative Advisory Group, or the degree to which
national standard setters become involved.

CPAAus  We would like to encourage the IAASB to promote active involvement and cooperation on joint projects with the PCAOB. Our Cooperation on joint projects with
ultimate goal is eliminating any significant difference whilst maintaining a principles-based approach. We encourage the IAASB to  national standard setters under separate
enter into an agreement with the PCAOB, similar to the Norwalk agreement, between FASB and the IASB. consideration by the IAASB.

Successful development of auditing standards requires active participation from the reporting community in the development and
application of standards, and we consider that active participation can only arise when the standard-setter is open to comment from its
constituency. There are a number of areas where we support enhancements to the IAASB’s processes in order to enhance the dialogue
between the IAASB and its constituency. In general, given the IASB has recently strengthened their deliberative processes, we
encourage the IAASB to consider the improvements that the IASB has made and benchmark any further enhancements accordingly.

We encourage increased board consultation related to setting the priorities and reviewing the processes of the IAASB, such as is done
through this consultative document. Some standard-setters or their oversight bodies provide an opportunity for the broader community
to comment on priorities and other matters of general interest. For example, the former AUASB (now AUASB) surveys its
constituency seeking input on its priorities and other matters. We acknowledge that the IAASB has an extensive range of formal
channels for soliciting comments, but we consider that some individuals may find it difficulty to use these channels to provide
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PwC

ICAR

CNDC
CSOEC

/

comments other than on particular documents. For example, whilst the IAASB holds a NSS meeting yearly (10 countries) and a
European NSS meeting (21 standard setters), some NSS are not included in this consultation process. We believe that all countries
that have adopted, converged or have indicated that they are intending on adopting or converging with ISAs in the future, should have
the opportunity to provide input into identifying, prioritizing, and approving projects. Such individuals would be able to express their
views through a board consultative mechanism, whether it is part of the wider NSS meeting or through regional NSS meetings such as
the European NSS, but extended to regions such as Asia- Pacific, America and Africa.

Whilst the proposals are consistent with a full and transparent due process, they are not without costs and it is important that IAASB
and its stakeholders fully appreciate the impact of the proposals on IAASB’s timetable and resources. For example, the proposal to
consult with respondents regarding their letters of comment (at the discretion of the IAASB) to “explain to them the reasons for not
having accepted their proposals” should serve to enhance confidence in IAASB’s commitment to due process by reassuring
stakeholders that their views have been appropriately considered. It will, however, also add—potentially quite significantly—to both
the time and effort needed to finalise a new International Standard. The impact on IAASB’s timetable and resources needs to be
carefully factored into IAASB’s planning and it is important that there is a common understanding of the expectations of members,
technical advisors, staff and other task force members, and that those expectations are practicable.

We believe that in order to fully understand the proposed preface it is necessary to have a good knowledge of the IAASB’s structure.
It would be helpful to provide further detail on the structure and indicate how the various components of it interact with each other in
the revised preface.

The two French Institutes consider that the preface, as currently drafted, is too detailed and is therefore very difficult to read and
understand. The frequent use of acronyms referring to the many groups put in place by the IFAC reform makes the preface very
difficult to understand for anyone who is not extremely familiar with the organisation. The preface, as drafted in the ED, therefore runs
the risk of failing to meet the objective of demonstrating to the public the existence of a transparent due process in the IAASB.

The two French Institutes therefore recommend that the drafting of the preface be simplified as much as possible, either by defining at
the beginning of the document each of the various committees it refers to or, perhaps, by inserting a diagram to explain the
interrelationships between the various Committees and Boards, similar to the way in which the handbook explains the hierarchy of the
ethics committee, the quality control standards and the various other standards (ISAs, ISREs...).

The French Institutes note the absence in the proposed due process of the IAASB, of a “structure” or “due process” dealing with
emerging or urgent issues. Although it could be argued that there are fewer emerging or urgent issues in the auditing field than in the
accounting field because new issues generally arise in auditing from changes in laws or regulations, there may be a need for an

Noted. The issue of basis of conclusions
documents, which may be the more cost
effective and transparent route, is
proposed. See Issues Paper.

Comment submitted to IAASB staff and
IFAC Communications team addressing
the revision of the IAASB website.

Preface simplified and redrafted to be
more general. Description of IAASB
oversight and consultative groups
repositioned and redrafted.

Under consideration by IAASB.
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Interpretations Committee to deal with the interpretation of the standards. Does the IAASB plan to create such a structure?

Finally, the French Institutes consider that the proposed Preface should clearly state, given that all documents (including drafts) which
di d at the IAASB meeti d ilable to the public through the website, that all draft: d inth f th See lssues Paper. Comments also
are discussed at the meetings are made available o. <.epu ic through the website, that all dra sprepa{re in eprocessp € ubmitted to IAASE staff and IFAC
development of a standard have no value once the standard is issued and they cannot be used to subsequently interpret the meaning of S .
R . . . . . i . Communications team addressing the
a standard. This point links back to the earlier point we made regarding the setting up of an interpretations committee. . .
revision of the IAASB website.

Agenda Item 3-E
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1. Other Comments

ACCA Unchanged Paragraphs 2 to 22 Editorial matters noted for purposes of

Although not reproduced in the exposure draft, we have identified some issues arising in relation to unchanged paragraphs 2 to 22. IFAC 2005 Handbook edition.

The Forum of Firms is mentioned in paragraph 2 and further information is given in a footnote. We suggest that the method of
providing further information on the Forum of Firms be the same for other bodies in the new paragraphs. Paragraph 24 refers to the
IFAC Transnational Auditors Committee. The relationship between the Forum of Firms and the Transnational Auditors Committee
should be made clear.

Paragraph 6 contains almost-duplicated text as follows: ‘Candidates put forward, including the Chair of the IAASB, are considered for
appointment by IFAC’s Nominating Committee. Candidates put forward, including the Chair of the IAASB, are considered by IFAC’s
Nominating Committee.” This error should be corrected.

Paragraph 17 refers to departure from an Engagement Standard. The Preface should also deal with circumstances where there may be
a necessary departure from an International Standard on Quality Control.

Agenda Item 3-E
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AVA Detailed Comments

No. Respondent Respondent Comment ED Staff Comment
Change (where necessary)

Introduction
Paragraph 1 - This preface to the International Standards on Quality Control, Auditing, Review, Other Assurance and Related
Services (International Standards or IAASB’s Standards) is issued to facilitate understanding of the objectives and operating
procedures of the International Auditing and Assurance Standards Board (IAASB) and the scope and authority of the
pronouncements it issues, as set forth in the IAASB’s Interim Terms of Reference.

1 ICAEW The title to this document, like other titles of some other documents recently issued by IAASB would more clearly indicate to No Title conforms to
readers the subject matter dealt with if it were shorter. Preface to the IAASB International Standards would suffice, would not be IAASB Handbook.
technically incorrect and would allow for flexibility going forward. The types of standard issued could then be dealt with in an
introductory paragraph.

Project Identification, Prioritization and Approval

Paragraph 23 - Projects to develop new, or revise existing, International Standards or Practice Statements are identified based on
international and national developments, input from IAASB members and their technical advisors, or recommendations received
from interested parties including, but not limited to, audit oversight authorities, regulators, national standard setters, the IAASB
Consultative Advisory Group CAG) and the Public Interest Oversight Board(PIOB).

Footnote: The objective of the IAASB Consultative Advisory Group (CAG) is to provide a forum where the IAASB can consult
with individuals, or representatives of organizations, interested in the development of high quality international standards on
quality control, audits, reviews, other assurance and related services designed to serve the public interest in order to obtain: (a)
views on the IAASB’s agenda and project timetable (work program), including project priorities; (b) technical advice on
projects; and (c) the views of CAG on other matters of relevance to the activities of the IAASB. The membership, terms of
reference and operating procedures of CAG are published on the IAASB website

Footnote: The Public Interest Oversight Board (PIOB) oversees IFAC standard setting activities in the areas of audit standards,
independence, and other ethical standards for auditors, audit quality control and assurance standards. It also oversees IFAC’s
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No. Respondent Respondent Comment ED Staff Comment
Change (where necessary)

proposed Compliance Program. The objective of the PIOB is to increase the confidence of investors and others that the public
interest activities of IFAC (including the setting of standards by IFAC boards and committees) are properly responsive to the
public interest. The membership, terms of reference and operating procedures of the PIOB are published on the IFAC website.

2 IDW Footnote 2: We do not believe that the CAG is necessarily in a position to provide “technical advice” to the IAASB. Rather, the No Wording conforms to
CAG’s composition means that its advice would be of a political or general nature. We therefore suggest that the term CAG Terms of
“technical” be replaced with “general”, or that no adjective be applied to the term “advice”. Reference.

3 JICPA By considering that observers from the Japan Business Accounting Council, etc. attend the IAASB meeting, the JICPA proposes Yes Paragraph redrafted to
to add IAASB observers in paragraphs 23 as follows “...input from IAASB members, their technical advisors and IAASB be more general.
observers,”

4 GT [Editorial suggestion] Footnote 3 -The Public Interest Oversight Board (PIOB) oversees IFAC standard setting activities in the Yes Editorial.

areas of auditstandards;-independence, and other ethical standards for auditors, audit quality control, AUDITING, REVIEW, ard
OTHER assurance AND RELATED SERVICES standards. It also oversees IFAC’s propesed Compliance Program.

[Editorial suggestion] The need to improve the due process and to increase transparency comes from interested and affected Yes Paragraph redrafted to
parties such as oversight authorities etc. We would therefore change the sequence and phrase the sentence as follows: "... be more general.
BASED ON INTERNATIONAL AND NATIONAL DEVELOPMENTS, RECOMMENDATIONS RECEIVED FROM

INTERESTED PARTIES INCLUDING THE PIOB ... OR INPUT FROM IAASB MEMBERS AND THEIR TECHNICAL

ADVISORS" in order to demonstrate the importance that the IAASB assigns to these parties.

5 ICAEW The ED refers to several different bodies working with and/or overseeing the work of IAASB. These include the CAG, the Yes Description of IAASB

Monitoring Group, the PIOB and various different steering groups. The interaction of these bodies is complex and their purposes oversight and
could be set out more clearly. We suggest that the Preface would be greatly enhanced by a chart or diagram showing the consultative groups
interaction of these bodies with the IAASB, supplemented by a statement of the purpose of each body and a description of the repositioned and
individuals and groups represented on each body. This material currently appears in footnotes which are difficult to follow. redrafted.

6 ICAEW Footnote 3 should briefly explain the nature of IFAC’s Compliance Program Yes Reference deleted.
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No. Respondent Respondent Comment ED Staff Comment
Change (where necessary)

7 FEE In respect of footnote 2 in paragraph 23, FEE will also comment on the IAASB Consultative Advisory Group (IAASB CAG) No Wording conforms to
Chair Memorandum on “The Future of the Consultative Advisory Group” which includes the proposed objectives of the IAASB CAG Terms of
CAG. In particular we include in that letter our recommendation that the IAASB CAG should not be expected to provide detailed Reference.

technical advice but that a form of words such as “strategic and directional advice on technical and other issues” more closely
reflects the CAG’s role (item b).

8 RR In paragraph 23, the word “input” is a bit of a jargon word and would be better replaced by either “comments” or “suggestions”. Yes Editorial.
Furthermore, this one sentence paragraph seeks to do two things: to say how the IAASB identifies projects, and to introduce the
Consultative Advisory Group (CAG) and the Public Interest Oversight Board (PIOB). It would be better to do that in two
separate sentences and probably in two separate paragraphs.

Although it is worth noting somewhere the breadth of consultation that the IAASB undertakes and the various structures that ~ Yes Changes adopted as
have been set up within IFAC, | am not sure that the best place to do this is within the section of the document dealing with proposed.

project identification, prioritization and approval. | believe that there should be separate paragraphs dealing with public interest

oversight that introduce the PIOB and the CAG and that those paragraphs should be in a separate section. In particular, the

introduction of the PIOB seems particularly out of place here, and the further introduction of the Monitoring Group in paragraph

35 makes it difficult to get a full understanding of the substantial efforts that IFAC and the IAASB have taken to ensure

sufficient oversight.

I am also not sure what purpose is served by listing some of those deemed to have an interest in suggesting projects. Is there any
need to name the parties (or their types) at all? Surely the IAASB will listen to all suggestions whoever submits them, it is just
that some parties will have greater attention paid to their suggestions than others. In addition, the list is heavily biased towards
audit and does not consider regulators or preparer groups of other assurance services. For example, in England the Law Society
requires that solicitors engage a professional accountant to report on their handling of clients’ money. Although the report is
currently set up as an agreed-upon procedures engagement, it is not beyond the realms of imagination to see that in future it
might be set up as an assurance engagement. If similar reports were required internationally then bar associations, law societies
and their international groupings would be another category that would be regarded as having an interest in the IAASB’s work. |
also think it is important to make sure that the list indicates that the relevant interested parties should be those that have an
interest in international standards rather than purely domestic ones.
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I would suggest a heading immediately above, and with the same weight as, the heading “IAASB Due Process and Working
Procedures” dealing with public interest oversight. The heading would be “Public Interest Oversight of the IAASB” and would
contain the following paragraphs.

IFAC has set up the Public Interest Oversight Board (PIOB) to oversee IFAC’s standard setting activities in the areas of audit
standards, independence and other ethical standards for auditors, audit quality control, and other assurance standards. The
P1OB’s objective is to increase the confidence of investors and others that IFAC’s public interest activities (including the setting
of standards by IFAC boards and committees) respond properly to the public interest. This includes oversight of the IAASB. Its
current membership, terms of reference and operating procedures are published on the IFAC website.

IFAC has also sponsored a group known as the Monitoring Group, whose purpose within the IFAC constitution is to agree the
PIOB’s budget. The Monitoring Group is a group of regulatory and international organizations that have a responsibility to
protect and advance the public interest and are committed to strongly supporting the development of high quality international
auditing and assurance standards by IFAC and of related high quality implementation practices by the international auditing
profession.

The IAASB has set up a Consultative Advisory Group (CAG) to provide it with more direct assistance in serving the public
interest. The CAG provides a forum where the IAASB can obtain views on its agenda, timetable and priorities; technical advice
on projects; and the views of CAG members on other matters of relevance to the IAASB’s activities. The CAG is comprised of
individuals and representatives of organizations who have an interest in the development of high quality international standards
on quality control, audits, reviews, other assurance services, and services related to them. Its current membership, terms of
reference and operating procedures are published on the IAASB’s website.

There should be a footnote to the paragraph dealing with the Monitoring Group that sets out its current composition, as that
information is not available on the IFAC web site at present. If the Monitoring Group has any other function within the IFAC
scheme of governance then that function should be included in the description of the group in the body of the document.

This change would then allow the current proposed paragraph 23 to be revised to deal only with the way in which the IAASB
identifies, prioritizes and approves it is projects. This would be something like the following.

The IAASB identifies projects to develop new, or revise existing, International Standards or International Practice Statements

Agenda Item 3-E
Page 14 of 50



Comments Received on Due Process Exposure Draft

IAASB Main Agenda (March 2005) Page 2005:105

No. Respondent Respondent Comment ED Staff Comment
Change (where necessary)

based on its own review of national and international developments and on comments and suggestions from those who have an
interest in the international development of assurance and related services or an interest in the development of international
standards covering those services. It consults the PIOB and CAG to help establish its priorities, including its priorities for
reviewing current developments.

This would have the advantage of removing the need for the two footnotes. If this suggestion is not adopted, | would remark that
footnote 2 is very long and the wording seems somewhat obscure. In particular the main point, the serving of the public interest,
is buried somewhere in the middle and the wording seems to suggest that it is the other assurance and related services that are
designed to serve the public interest rather than the IAASB or its Consultative Advisory Group. If the above suggestions are not
adopted, I suggest that footnote 2 be rephrased as follows:

The objective of the IAASB Consultative Advisory Group (CAG) is to help the IAASB serve the public interest by providing a
forum where the IAASB can obtain views on its agenda, timetable and priorities; technical advice on projects; and the views of
CAG members on other matters of relevance to the IAASB’s activities. The CAG is comprised of individuals and representatives
of organizations who have an interest in the development of high quality international standards on quality control, audits,
reviews, other assurance services, and services related to them. Its current membership, terms of reference and operating
procedures are published on the IAASB’s website.

This paragraph identifies the individuals and organisations that may input to the development or revision of international
standards or practice statements. We suggest that the groups should be extended to other IFAC committees — to be consistent
with paragraph 24 —as follows: “Projects to develop new, or revise existing, International Standards or Practice Statements are
identified based on international and national developments, input from IAASB members and their technical advisors, or
recommendations received from interested parties including, but not limited to, audit oversight authorities, regulators, national
standard setters, the IAASB Consultative Advisory Group (CAG)-and-_the Public Interest Oversight Board (P1OB) and other
IFAC committees.”

9 PwC Yes Paragraph redrafted to

be more general.

With regard to footnote two, there is a reference to “The membership, terms of reference and operating procedures of CAG are
published on the IAASB website.”” At the time of the Exposure Draft, this information was not available on the website. The
IAASB should ensure any references in the footnotes can be easily located.
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We are a little concerned that projects may become reactive than pro-active if too great an emphasis is given to

10 ICAR recommendations from certain interested parties. Additionally, it is unclear as to the length of time, which will ¢S Paragraph redrafted to
elapse between project initiation and approval. Itis important to balance wide research and consultation at the initial be more general, with
stages with the advancement of projects on a timely basis. emphasis placed on

IAASB involvement.

Footnote 2 mentions the fact that the objective of the CAG is to provide a forum where the IAASB can obtain, .
amongst other things, technical advice on projects. The French Institutes consider that the role of the CAG should ~ 'O Wording conforms to
not be to provide technical advice on projects but rather to provide strategic views on the orientations and priorities CAG Terms of

of the IAASB as stated in (a) and (c) of footnote 2 to paragraph 23. Reference.

11  CNDC/CSOE

12 Paragraph 24 Based on research and appropriate consultation with the IAASB CAG, a project proposal is prepared for
consideration by the IAASB Steering Committee.* Project proposals are circulated to other IFAC Committees and Task Forces,*
including the IFAC Ethics Committee, the IFAC Transnational Auditors Committee, the IFAC Small- and Medium-Sized
Practices Task Force and the IFAC Developing Nations Task Force, to identify matters of possible relevance to the project.

Paragraph 25 - The IAASB Steering Committee determines whether to recommend the project proposal for approval by the
IAASB. If a project proposal is recommended to the IAASB, the IAASB discusses the proposal in an open meeting and if it
accepts the proposal, approves the commencement of the project. The IAASB Chair determines the priorities of approved
projects in consultation with the IAASB Steering Committee. Where the IAASB CAG or the PIOB has recommended a project
for consideration by the IAASB, the IAASB Chair informs the IAASB CAG and the PIOB of the decisions of the IAASB.

Footnote: The IAASB Steering Committee (Steering Committee) is a standing committee of the IAASB. The purpose of the
Steering Committee is to formulate views and advise the IAASB on matters of strategic and operational importance to the
IAASB, while also relieving the IAASB of the need to address certain administrative matters that do not necessarily require
deliberation by the IAASB. The membership, terms of reference and operating procedures of the Steering Committees are
published on the IAASB website.

Footnote: The membership, terms of reference and operating procedures of IFAC Committees and Task Forces are published on
the IFAC website.

13 IDW Paragraphs 24 to 27 address the decisions that need to be made and the consultations that need to take place in proposing, Yes See editorial changes to
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accepting, rejecting, and preparing projects. In particular, these paragraphs address which parties take these decisions and with
whom the consultations take place. Our review of these paragraphs appears to indicate that the IAASB has lost control over its
own project initiation and preparation processes. Furthermore, with the exception of the consultation of the Steering Committee
with the IAASB over the assignation of responsibility for a project to a Project Task Force after approval of the project proposal,
it appears that every relevant body — both internal and external to IFAC — is consulted over the initiation and preparation of
projects except for the IAASB!

In our view, effective due process requires that the body ultimately responsible for pronouncements — the IAASB — must retain
final authority over the project initiation and preparation processes and be consulted throughout all phases of these processes. In
this context, the IAASB Steering Committee should not issue documents on its own authority to third parties outside of the
IAASB (whether within or outside of IFAC) without having first obtained the approval of the IAASB (whether within a meet-
ing, or by less formal means, such as an e-mail ballot) that such documents may be issued to third parties for the purpose(s)
specified.

In line with these recommendations, we suggest the following wording changes to paragraphs 24 to 27:

24, “Based on research and appropriate consultations with the IAASB and the IAASB CAG, a project proposal is prepared
for consideration by the IAASB Steering Committee. The IAASB Steering Committee consults with the IAASB to determine
whether the project proposal ought to be circulated to other IFAC bodies, the PIOB and major national standards setters, to
identify matters of possible relevance to the project. These other IFAC bodies include the IAASB CAG and other IFAC
Committees and Task Forces, such as IFAC Ethics Committee, the IFAC Transnational Auditors Committee, the IFAC Small-
and Medium-Sized Practices Task Force and the IFAC Developing Nations Task Force, and their respective CAGs, if
applicable.”

25. “Based upon the consultations relating to the project proposal circulated, the IAASB Steering Committee recommends
to the IAASB ei-ther that a project proposal leading to the commencement of a new project be approved or that no new project
be initiated at that time. Arecommendation by the IAASB Steering Committee to commence a project encompasses the IAASB
Steering Committee’s recommendations in relation to the priorities of approved projects and any proposed assignment of
responsibilities for the project to a Project Task Force established for that purpose. The IAASB discusses the IAASB Steering
Committee recommendation in an open meeting and either approves or amends the recommendation of the IAASB Steering

ED
Change

Staff Comment
(where necessary)

paras 24-27 taking
account of these and
similar suggestions by
other respondents. See
also Issues Paper on
discussion about
achieving the
appropriate balance
between the IAASB
and the IAASB
Steering Committee.
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Committee as appropriate. Where the IAASB CAG or the PIOB has suggested a project for consideration by the IAASB, the
IAASB Chair informs the IAASB CAG and the PIOB of the decisions of the IAASB.”

26. “The IAASB Project Task Force assigned responsibility for the project will ordinarily be chaired by a member of the
IAASB and may contain participants, such as external experts who are not members of the IAASB but have experience relevant
to the subject matter being addressed by the Project Task Force. In addition, a separate group of experts may be established to
advise a Project Task Force. ...”[See our comments below for our suggested wording in relation to the last two sentences of this
paragraph].

217. “The Project Task Force has initial responsibility for the preparation of a draft International Standard or Practice
Statement. The Project Task Force develops its positions based upon appropriate research and consultations, which may include,
depending on the circumstances: commissioning research, consulting with the IAASB or its CAG, practitioners, regulators,
national standards setters and other interested par-ties, as well as reviewing professional pronouncements issued by IFAC
member bodies and other parties. Project Task Force meetings are not open to the public.”

14 GT The IAASB has necessarily and appropriately responded to the IFAC reforms, whereby new bodies or groups have been n/a See Issues Paper.

established, and the Preface now refers to these groups or bodies and their importance for the process of developing International
Standards or Practise Statements. Grant Thornton International is also pleased that the preface stresses the requirement for
appropriate consultation with the IAASB CAG during the preparation of project proposals which allows input from individuals
as well as representatives of organisations interested in the development of high quality standards. However, we also feel the
need to express our concern that extensive consultation at an early stage, such as the preparation of proposals, could be in
contradiction with the IAASB’s desire to balance the nature of its working procedures with the need for timely decision-making.
This could be amplified due to the circulation of project proposals within IFAC committees and Task Forces (refer paragraph
24). The IAASB will need to monitor the operation of its due process to ensure that the balance between working procedures
and timely decision-making is kept appropriate.

15 FEE FEE recommends that IAASB should make the project proposal process more transparent and open. In particular, the stage No See Issues Paper.
between the general identification of projects as described in paragraph 23 and the project proposal selection by the IAASB
Steering Committee as described in paragraph 24, needs to be more transparent. This should explain the methods of selection of
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projects for further consideration by the IAASB Steering Committee from the pool of projects identified. There should be
appropriate communication with all those who make an initial recommendation for a project as to whether the project was
accepted, and if not, the reason(s) for rejection. The transparency promoted by the process described in paragraphs 34, 35 and
48 should also be reflected in paragraphs 23 and 24.

With regard to paragraph 24, we support IFAC in considering the involvement of other IFAC Committees and Task Forces in the
project proposal process. Although we understand that it is not the purpose to provide a complete list of groups to consult with,
we are in favour of increased consultation and we recommend that, for example, the involvement of the Sustainability Expert
Panel and regional organisations is also considered.

16 10SCO Though the heading for this section, as noted above, states that there is information on project prioritization, there is little Yes See Issues Paper.
coverage in this section on how prioritization would be made. Paragraphs 23 and 24 would be improved by including some
reference to criteria that are considered in establishing priorities for selection of Board projects. We believe that the Chair
should not solely determine the project priorities and that, in particular, the Consultative Advisory Group (“CAG”) should have
an opportunity to provide input before Board project priorities are finalized. This process should be clearly stated in the
operating procedures guidance.

17 RR In paragraph 24 | do not think it is particularly important to note, even by footnote, that details of the various IFAC committees Yes Paragraph redrafted to

can be found on the IFAC website. There does not seem to be any reason to distract people interested in the IAASB’s processes be more general.

with references to other committee’s processes unless the information about those committees is particularly relevant to the

IAASB’s process of project identification. (People accustomed to using the Internet to find out such information will not need

telling it is there in any case). Indeed, | do not think it is necessary to set out all the various IFAC committees and task forces by

name. Whilst there is always an element of political correctness in including references to small and medium-sized practices and

to developing nations, there are other IFAC committees left out that could also legitimately seek to be named. If necessary, one

could include a footnote indicating that there are formal consultation procedures with particular committees.
Footnote retained to
avoid over-
complicating the flow
of the document.

On the other hand, the IAASB steering committee has such an important role to play that | do not think its description should be No
relegated to a mere footnote. Accordingly, | suggest rewording paragraph 24 as follows. “The IAASB has established the IAASB
Steering Committee (the Steering Committee) as a standing committee. Its purpose is to formulate views [1 think the document
should say views of what] and advise the IAASB on matters of strategic and operational importance. It also relieves the IAASB
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of the need to address certain administrative matters that do not necessarily require deliberation by the IAASB. The Steering

Committee’s membership, terms of reference and operating procedures are published on the IAASB web site. A project proposal

is prepared for consideration by the Steering Committee. The project proposal is based on research and appropriate consultation

with the CAG and is also circulated to other IFAC committees and task forces to identify matters of possible relevance to the
project.”

We are concerned that Paragraphs 24 to 27, which address “Project Identification, Prioritization and Approval” and

“Research, consultation and Debate”, do not establish an appropriate role for the IAASB in the project development

process. There are few references to the need to obtain IAASB’s approval in these paragraphs. In our view, effective due

process requires that the IAASB, which has ultimately responsibility for the pronouncements, retain final authority over the
project initiation and preparation processes and that it should be consulted throughout all phases of these processes. It is not

appropriate to delegate that authority to the IAASB Steering Committee. Accordingly, we suggest that paragraphs 24 to 27

are amended to reinforce the approval role of the IAASB as follows:

24. Based on research and appropriate consultation with the IAASB and the IAASB CAG, a project proposal is prepared for
consideration by the IAASB Steering Committee. The IAASB Steering Committee consults with the IAASB to determine
whether the project proposals are circulated to other IFAC bodies, the PIOB and major national standards setters, to identify
matters of possible relevance to the project. These other IFAC bodies include the IAASB CAG and other IFAC Committees
and Task Forces, such as IFAC Ethics Committee...., and their respective CAGs, if applicable.

25. Based upon these consultations, the IAASB Steering Committee recommends to the IAASB either that a project proposal
leading to the commencement of a new project be approved or that no new project be initiated at that time. A
recommendation by the IAASB Steering Committee to commence a project includes the IAASB Steering Committee’s
recommendations in relation to the priorities of approved projects and any proposed assignment of responsibilities for the
project to a Project Task Force established for that purpose. The 1AASB discusses the IAASB Steering Committee
recommendation in an open meeting and either approves or amends the recommendation of the IAASB Steering Committee
as appropriate. Where the IAASB CAG or the PIOB has suggested a project for consideration by the IAASB, the IAASB
Chair informs the IAASB CAG and the PIOB of the decisions of the IAASB.

26. The 1AASB Project Task Force assigned responsibility for the project will ordinarily be chaired by a member of the IAASB
and may include participants, such as external experts who are not members of the IAASB but have experience relevant to
the subject matter being addressed by the Project Task Force. In addition, a separate group of experts may be established to

ED
Change

Yes

Staff Comment
(where necessary)

See editorial changes to
paras 24-27 taking
account these and
similar suggestions by
other respondents. See
also Issues Paper on
discussion about
achieving the
appropriate balance
between the IAASB
and the IAASB
Steering Committee.
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advise a Project Task Force. The IAASB may also conduct projects jointly with a national standard setter(s) or other
organisations with relevant expertise. In such cases, the joint Project Task Force is ordinarily chaired by a member of the
IAASB, or chaired jointly.

27.The Project Task Force has initial responsibility for the preparation of a draft International Standard or Practice Statement.
The Project Task Force develops its positions based upon appropriate research and consultations, which may include,
depending on the circumstances: commissioning research, consulting with the IAASB or the IAASB CAG, practitioners,
regulators, national standards setters and other interested parties, as well as reviewing professional pronouncements issued
by IFAC member bodies and other parties. Project Task Force meetings are not open to the public.

In paragraphs 24, 25 and 26, responsibilities which might be expected to be assumed by the full International Auditing and
Assurance Standards Board (the “Board”), have been transferred to the IAASB Steering Committee. These paragraphs appear to
indicate that the IAASB will give up control over its own project initiation and preparation processes. It appears that every
relevant body — both internal and external to IFAC — is consulted in relation to the initiation and preparation of projects except
for the IAASB. In our view, effective due process requires that the body ultimately responsible for pronouncements — the IAASB
—must retain final authority over the project initiation and preparation processes and be consulted throughout all phases of these
processes. In this regard we are of the opinion that the Board should be charged with the power to consider project proposals, the
recommendation of the project proposals and their prioritisation.

Also, we believe that the responsibilities of the Board and IAASB Steering Committee as proposed in Article 26 should be
reversed whereby the Board consults with the IAASB Steering Committee and assigns responsibility for the project to a Project
Task Force.

The transparency proposed for dealing with comments on exposure drafts should also extend to project origination. There
should be open disclosure of the identity of those proposing projects. Once a project is proposed, there should be disclosure of
the reasons for non-acceptance and for any extended delay in taking it forward.

Staff Comment
(where necessary)

See editorial changes to
paras 24-27 taking
account these and
similar suggestions by
other respondents. See
also Issues Paper on
discussion about
achieving the
appropriate balance
between the IAASB
and the IAASB
Steering Committee.

Project proposal to
identify, where
applicable, the identity
of those proposing the
project.

Agenda Item 3-E
Page 21 of 50



Comments Received on Due Process Exposure Draft

IAASB Main Agenda (March 2005) Page 2005-112

No. Respondent Respondent Comment ED Staff Comment
Change (where necessary)

Research, Consultation and Debate

Paragraph 26 - After approval of a project proposal and appropriate consultation with the IAASB as necessary, the IAASB
Steering Committee assigns responsibility for the project to a Project Task Force established for that purpose. The Project Task
Force will ordinarily be chaired by a member of the IAASB and may contain participants, such as external experts who are not
members of the IAASB but have experience relevant to the subject matter being addressed by the Project Task Force. In
addition, a separate group of experts may be established to advise a Project Task Force. The IAASB may also conduct projects
jointly* with a national standard setter(s) or others. In such cases, the joint Project Task Force is ordinarily chaired by a member
of the IAASB, or chaired jointly.

Footnote: Joint projects are subject to the due process described in this paper. If exposed separately both internationally and by
the national standard setter with whom the project is being jointly developed, IAASB may additionally have regard to comments
received by the national standard setter, where they may be relevant internationally. The final document approved by IAASB
becomes an International Standard or Practice Statement in the normal way. It may differ from the corresponding document, if
any, approved by the collaborating national standard setter.

21  IDW Paragraph 26 addresses the possibility (of which the IAASB has already availed it-self, both in the past and currently) of joint Yes See Issues Paper.
projects with national standards setter(s) or others. Since joint projects allow a pooling of technical and professional talent and
other resources to carry out important projects that the IAASB may not be able to carry out on its own given its heavy project
schedule, as a matter of principle, the IDW supports the concept of joint projects. However, we believe that the term “joint
projects” does not imply “bilateral” projects. The performance of bilateral projects involves the danger that the nature of the
project, the structure of any resulting pronouncement and the content of such pronouncement may be heavily influenced by a
single standards setter or other party — especially if the standards setter involved is a strong standards setting organization. In
these circumstances, the development of a pronouncement in a joint project may then be subject to greater bias reflecting the
views of the particular jurisdiction in which the participating standards setting organization resides than if the project had been
undertaken by the IAASB alone. We are not convinced that the IAASB will always be able to counteract this kind of bias by
means of the due process mechanisms and the final determinations of the IAASB described in the amended Preface because
such bias is often of a subtle, yet significant, nature.
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In our view, all joint projects of the IAASB involving national standards setters or others ought to be on a multilateral basis —
that is, at least two national standards setting organizations ought to be directly involved to ensure that no one standards setting
body exercises undue influence over the development of a pronouncement. Further-more, the IAASB’s standards are more
important to those jurisdictions where these standards have been, or will be, adopted, compared to those jurisdictions where not.
This means that at least one of the national standards setters involved in joint projects ought to be from jurisdictions where
IAASB standards have been adopted or will be adopted in the near future. An additional consideration in these circumstances to
ameliorate potential bias may be to ensure that there be at least one standards setter from a jurisdiction with a legal framework
that differs from the other standards setter(s) directly involved in the project (e.g., common law vs. civil law jurisdictions).
Given these considerations, we also believe that it is doubtful whether, generally, a non-IAASB chair (whether alone or jointly
with an IAASB member) would be appropriate to lead task forces for IAASB projects.

To this effect, we suggest the following amended wording for the last two sentences of paragraph 26:

“The IAASB may also conduct joint projects on a multilateral basis with national standards setters or others. Such multilateral
task forces involving the participation of national standards setters or others should include at least one national standards setter
from a jurisdiction that has adopted, or soon will be adopting, IAASB standards and include standards setters or others from
jurisdictions with differing legal frameworks. Joint Project Task Forces are ordinarily chaired by a member of the IAASB.”

22 GT We support the idea of having the possibility to establish separate groups of experts to advise a Project Task Force. The present Yes Reference to expert
Exposure Draft however does not give any indication as to who will have the right or responsibility for establishing such a groups deleted.

group of experts and under which operating procedures it will function. See Issues Paper.

Yes
Jointly chaired Project Task Forces give rise to concern as they run the risk of being ineffective due to missing guidelines of
how to solve disputes or disagreements among their joint leaders.
23  FEE In respect of paragraph 26, we encourage IFAC to enhance the transparency of the composition of each Project Task Force by No See Issues Paper.
making its origination or formation public. Interested parties should be offered the possibility to put forward names of possible
candidates.

Paragraph 26 also addresses the possibility of joint projects with national standard setter(s) or others. FEE is supportive to the
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possibility of joint projects because this would allow pooling of technical and professional resources to carry out important Yes See Issues Paper.
projects that the IAASB cannot resource on its own. However, as the IAASB’s standards are more important to those

jurisdictions where these standards have been or will be adopted, at least one of the national standard setters involved ought to

be from a jurisdiction where IAASB standards have been adopted or will be adopted in the near future. In addition, it should be

considered to involve not just one but a number of different standard setters in these joint projects.

24 KPMG The proposed Preface does not, however, address how membership for Task Forces is established and approved. We believe Yes See Issues Paper.
that Task Forces comprised of individuals who represent the IAASB’s key stakeholders and who have the appropriate
knowledge and experience in the subject matter of the standards being developed contribute significantly to high quality
standards. We therefore recommend that the Preface specifically address responsibility for identification of Task Force
members and that this responsibility should be assigned to the Steering Committee.

Paragraph 26 also permits the establishment of a separate group of experts to advise a Project Task Force. The Exposure Draft Yes
does not provide details as to when such a group would be required and the role it would play vis-a-vis a Project Task Force.

We question the need for such a group assuming Task Forces are comprised of members with the appropriate knowledge and
experience. We are concerned that involving another group in the development of standards may unnecessarily slow down the

work of Project Task Forces. We therefore recommend that IAASB reconsider the need for a separate group of experts to advise

Project Task Forces. If IAASB concludes that there is a need for such a group, we recommend that the Preface better explain

the role that such a group would play in relation to a Project Task Force.

Reference to expert
groups deleted.

Lastly, paragraph 26 suggests that projects might be conducted jointly with national standards setters. We believe that national
standards setters play a very important role in the development of international standards by virtue of their participation and
involvement on the IAASB and Project Task Forces and by responding to IAASB Exposure Drafts on behalf of their
constituencies. Joint projects with national standards setters may be a very good way of sharing scarce resources. They may Yes
also be an effective way of eliminating differences in standards, provided the process can be managed to avoid undue delays that
may be caused by essentially having two levels of due process (e.g., international and national). We therefore support the
reference in the Preface to joint projects with national standards setters but recommend that IAASB carefully consider how a
due process that essentially involves two boards will be managed to avoid unnecessary delays in the finalization of standards.
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It would aid transparency for paragraph 26 to explain fully how project task forces are constituted and how experts may be
brought on to a task force.

Information on who is serving on and assisting the task forces should be public information that is posted on the IFAC website.

We believe that the principal criterion for selection of Project Task Force members should be “‘best person for the job’. This is
likely to be promoted through making the process public, with the IAASB Steering Committee able to consider nominations for
membership of suitably expert external candidates.

In the fourth line of paragraph 26 there is a comma missing after “experts”.

We believe the word “contain” in the second sentence of this paragraph should be replaced with “include”. We have included
this suggestion in our wording amendments above. The fourth sentence of paragraph 26 states that The IAASB may also
conduct projects jointly with a national standards setter(s) or others”. We believe the IAASB should clarify whom the “others”
referred to in that sentence might be, or at least explain the intention behind the term such as “other organisations with relevant
expertise”. We have included this suggestion in our wording amendments above.

In paragraph 26 it is stated that “in addition, a separate group of experts may be established to advise a Project Task Force”,
whilst in the preceding sentence it is explained that experts who are not members of the IAASB can be members of a Task
Force. The French Institutes agree with the proposal that experts who are not members of the IAASB should be allowed to join
Task Forces but question whether it is necessary in this case to provide for the creation of a separate group of experts to advise
the Task Force. The French Institutes therefore recommend that the sentence “In addition, a separate group of experts may be
established to advise a Project Task Force” be deleted.

In the same paragraph 26, it is stated that” the IAASB may also conduct projects jointly with a national standard [...]”. The
French Institutes consider that there is a risk in a project conducted jointly with a national standard setter that the discussions

ED
Change

Yes

Yes

Yes

Yes

Yes

Yes

Staff Comment
(where necessary)

See Issues Paper.

Additional disclosure
of TF members on
website proposed.

See Issues Paper.

Editorial. Agreed.

Editorial adopted as
suggested.

Reference to expert
groups deleted.

Joint chair eliminated.
See Issues Paper.
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and deliberations of the Task Force be overly influenced by the national debate in the country participating in the joint project.
The French Institutes therefore recommend that in the case of a joint project the Task Force should always be chaired by a

member of the IAASB and should not be chaired jointly.
See revised footnote

pertaining to joint
projects.

Furthermore the French Institutes consider that the progress of the joint project at the IAASB should not be dependent on the
progress of the same topic at the national level. In other words the IAASB should not be prevented from approving a project at Yes
the international level, even though it may not have been approved in the country with which the project was jointly conducted.

Paragraph 27 - The Project Task Force has the initial responsibility for the preparation of a draft International Standard or
Practice Statement. The Project Task Force develops its positions based on appropriate research and consultation, which may
include, depending on the circumstances: commissioning research, consulting with the IAASB CAG, practitioners, regulators,
national standard setters and other interested parties, as well as reviewing professional pronouncements issued by IFAC member
bodies and other parties. Project Task Force meetings are not open to the public.

30 IRE It could be beneficial to provide some wording to explain transparently why the Project Task Force meetings are not open to the No TF meetings are not
public. The draft Eight European Directive on statutory audit (March 16, 2004) contributes to the reporting of and the open for practical
transparency related to the additional national audit requirements on top of International Standards on Auditing (ISAs). To be purposes.
able to eliminate in time these additional national audit requirements, IFAC Member bodies have the opportunity to participate
in the exposure draft process set up by the International Auditing and Assurance Standards Board (IAASB). The IRE believes No
that European IFAC Member bodies that have decided or will decide shortly to incorporate ISAs directly and for 100% into See Issues Paper
their national standards, should be preferred candidates for joining the Project Task Force meetings, to be able to discuss ab
initio the incorporation of those “plusses” into the international standards;

31 FEE Although we are not in favour of making the meetings of Project Task Forces public as to do so may militate against their No TF recommendations
effective working, we believe that their working processes should be fully transparent. Therefore, we encourage IFAC to are transparent through
demonstrate in paragraph 27 of the Proposed Preface how full transparency will be achieved while the meetings of the Project IAASB’s public agenda
Task Force are not public. papers.

32 ACCA Paragraph 27 states that Project Task Force meetings are not open to the public. We recognise that the nature and intensity of No See Issues Paper.

Project Task Force work argues against the need for full public access. The working procedures should, however, allow for the
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possibility that some meetings might be open to the public. This could be for reasons of inviting comment, in a similar way to a
public forum, or simply to allow access to the public and the press in a location not regularly used by IAASB for meetings.

33 RR ... | recommend deleting the phrase “, depending on the circumstances:” as it does not add anything to the meaning of the Yes Editorial.
sentence.

Paragraph 28 - Agenda papers, including issues papers and draft International Standards or Practices Statements prepared by
Project Task Forces, for the IAASB’s review and debate are published on the IAASB website in advance of each IAASB
meeting.* IAASB meetings to discuss the development, and to approve the issuance, of International Standards and Practice
Statements are open to the public* The meetings and agenda papers are in English which is the official working language of
IFAC. Minutes of the immediately preceding meeting of the IAASB are published on the IAASB website in advance of each
IAASB meeting.

Footnote 1: Historical copies of agenda papers are retained on the IAASB website and highlights of each meeting and updated
project summaries are posted to the website after each meeting.
Footnote 2: Matters of a general administrative nature or with privacy implications may be dealt with in closed sessions.

34 IRE The IRE favours a publication of the draft minutes of the IAASB meetings on IFAC’s website earlier than “in advance of each Yes Posting of draft
IAASB meeting” as mentioned in the ED. We believe that a swift publication of the draft minutes will contribute to a more minutes set for six
effective reporting on the decisions taken by the IAASB. weeks after each

Furthermore, the IRE believes that other initiatives can contribute to more transparency in dealing with standard setting issues. IAASE meeting.

For instance, in providing the necessary understanding of the structure, the working, the decisions and the final standards of the
IAASB, we believe that an important contribution to this end would be to enhance the structure of IFAC’s website. At present, No
the IAASB projects at hand are not clearly linked to the related standards and meetings, as well as to draft standards as
developed by IAASB’s Task Forces with the support of the staff members. Persons who do not have any experience with
accessing IFAC’s website find it most difficult to access the information in a transparent and direct way. We believe that a
restructuring of the website content would be beneficial towards a more global understanding of the working of the IAASB.

Comments submitted to
IAASB staff and IFAC
Communications team
addressing the revision
of the IAASB website.

3B GT Grant Thornton International considers the availability of extended meeting agenda material a further enhancement to the Yes Posting deadline of
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37

38

39

40
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ICAEW

FEE

ACCA

RR

CPA Aus

IAASB’s due process and working procedures. It is worth mentioning that while English stays the only official language,
availability of such material will need to be made well in advance (refer paragraph 28). [Editorial suggestion] Minutes of the
immediately preceding meeting of the IAASB are published on the IAASB website WELL in advance of each IAASB meeting

We believe that IAASB should commit to publishing minutes of meetings on the IAASB web-site within a given period after the
relevant meeting, rather than simply “in advance’ of the following meeting. This would is of considerable help to those with
responsibility for updating audit systems in planning their workload.

We believe that the process as described in paragraph 28 could be improved by publishing a bullet point summary including all
Board decisions within two weeks following each meeting of the Board. Such a summary should include sufficient information
to understand the decisions taken at the Board meeting.

We note that, for more than two years, IAASB has made its detailed agenda papers publicly available. We support this practice
but suggest that the commitment to provide minutes of the immediately preceding meeting in advance of each IAASB meeting
(paragraph 28) be extended to mention the valuable document which is also currently produced — the ‘Meeting Summary’. A
commitment to continue to produce such a summary, within say ten working days of each meeting, would be welcome.

In footnote 7 ...I do not think the adjective “historical” is needed and I also think there should be some time limit for retention
of the documents on the web site otherwise the IAASB might need to hold 10 years worth of papers on its website. Although the
IAASB itself might wish to hold papers going back 20 years or more | am not sure that there is a huge public interest in having
copies of those papers available from the website rather than on request. | suggest rewording the footnote to read “Copies of
agenda papers and highlights of each meeting are retained on the IAASB’s website for at least six years from the date of the
meeting. Updated project summaries are posted to the website after each meeting.”.

...the IAASB should explore ways to improve access to its meetings that are both cost effective and technologically feasible.
We agree that agenda papers, including the issues papers and draft standards and practice notes should be published on the

ED

Change

Yes
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No

Yes

Yes

Staff Comment
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three weeks prior to
each meeting set.

Posting of draft
minutes set for six
weeks after each
IAASB meeting.

A “Meeting Summary”
is currently produced
after each meeting.

See footnote 6.

A three-year retention
period has been stated
in the revised Preface.
See also Issues Paper
for discussion about
IFAC wide retention

policy.

Subject to the results of
webcast field tests.
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website, but believe that interested parties are currently prevented from attending the meeting due to the expenses and time
involved in travel. We believe that the IAASB should develop the appropriate technology to allow interested parties to observe
meetings in the not-too-distant future.

This paragraph considers the timing and transparency of documents published by the IAASB. We suggest that the amendments
would be enhanced if this sentence included a minimum posting period when Agenda papers are ordinarily made available in
advance of IAASB meetings, as follows: “Agenda papers...for the IAASB’s review and debate are published on the IAASB
website ordinarily no later than three weeks in advance of each IAASB meeting.”

41  PwC Yes Agreed. Change

processed.

Paragraph 29 - The Project Task Force recommends, and the IAASB specifically considers, whether there is a need to hold a
public forum or roundtable, or issue a consultation paper, soliciting views on a matter under consideration at any stage, whether
before or after a draft International Standard or Practice Statement is issued for public exposure. Web cast technology may be
used to conduct a public forum or roundtable in an economic and efficient manner. In deciding upon the need to hold a public
forum or roundtable or to issue a consultation paper, the IAASB considers whether the subject of the International Standard or
Practice Statement, the level of interest, the need for additional information in order to further the IAASB’s deliberative process,
or some other reason indicates that wider or further consultation would be appropriate.

42 GT The concept of holding public forums or roundtables or to issue a consultation paper, soliciting views on a matter under Noted.
consideration at any stage seems a sensible approach. However, the Project Task Forces will need to be very careful when
recommending such action. The IAASB’s obligation to consider the need for such additional consultation should be weighed
against its need to avoid unnecessary delays in its due process

43 JICPA After publication of an exposure draft, a public forum or roundtable can be held, and a consultation paper can be issued. Yes The proposed due
Therefore, a public forum or roundtable and a consultation paper as well as comments on the exposure draft may have an effect process has been
on the final ISA and IAPS. Follow up or conclusion for the opinion resulting from a public forum or roundtable or a clarified in this regard.
consultation paper may not be transparent because the procedure related to such opinion is not determined. The JICPA proposes
to determine the procedure related to the opinion resulting from a public forum or roundtable or a consultation paper. For
example, such procedure would be referred to paragraphs 33 to 36 related to comments on the exposure draft.

Agenda Item 3-E
Page 29 of 50



Comments Received on Due Process Exposure Draft

IAASB Main Agenda (March 2005) Page 2005:120

No.

44

45

46
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Public Exposure

Respondent Respondent Comment

ICAEW

I0SCO

RR

PwC

We support the decision to consider the need for public forums, roundtables and consultation papers. But the criteria listed in
paragraph 29 for making that decision are high level and somewhat vague. We believe that more specific criteria will be needed
in practice to make such decisions, such as, for example, the likely level of interest outside the profession, the likely level of
dissent, and the extent to which the proposals are likely to significantly increase costs for a large number of practitioners.

..., we are pleased to see discussion of the need to hold a public forum or roundtable, whether before or after the drafting of an
ISA or practice statement. We encourage such roundtables for significant projects, especially when responses to an Exposure
Draft show a significant and controversial divergence of views.

Paragraph 29 is not particularly well constructed and | also do not see the need to refer to one particular medium. Unless there is
something that prohibits the use of web-cast technology there does not seem to be a need to say specifically that it might be used
as opposed to any other means of conducting proceedings in an economic and efficient manner. The wording of the first
sentence implies that the project task force always makes a recommendation as to the holding of a public forum. I do not think
this is the intention. I suggest this entire paragraph be reworded along the following lines.

A project task force may recommend that the IAASB solicit views on a matter under consideration by holding a public forum or
roundtable, or by issuing a consultation paper. This recommendation may be made at any stage before or after a draft
International Standard or Practice Statement is issued for public exposure. If a project task force makes such a recommendation,
the IAASB decides whether to do so. In making the decision the IAASB considers whether the subject matter, the need for
additional information to further the IAASB’s deliberative process, or the level of interest is such that wider or further
consultation would be appropriate; or whether there are other reasons for doing so. The IAASB will use whatever means it
considers appropriate to conduct the consultation in an economic and efficient manner.

This paragraph addresses the concept of conducting a public forum. Unless there is a specific criterion or criteria that details
when or why the IAASB might choose to hold a public forum, the benefits of such a forum may be undermined by the lack of
proper process. We suggest that the final Preface include the criteria that should be considered by IAASB in making this
decision.
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Additional examples
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Rewording proposed,
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Agenda Item 3-E
Page 30 of 50



Comments Received on Due Process Exposure Draft

IAASB Main Agenda (March 2005) Page 2005:121

No. Respondent Respondent Comment ED Staff Comment
Change (where necessary)

Paragraph 30 - When approved, the IAASB exposes proposed International Standards for public comment, and ordinarily
exposes proposed Practice Statements for public comment.

48  ICAEW We believe that IAASB should set out criteria for the circumstances in which it is possible or likely that IAPSs will not be Yes See Issues Paper.
exposed, and in which the comment period is likely to be less than 90 days. The decision to issue a document as an ISA or an
IAPS may be controversial and a decision not to expose an IAPS may attract unwarranted criticism from those who believe that
the subject matter should have been dealt with as an ISA. Setting out clear criteria for the non-exposure of an IAPS would help
deflect such criticism. Short consultation periods also often attract criticism that might also be deflected if clear criteriawere in
place.

49  FEE In paragraph 30, the exposure for public comment of Practice Statements is qualified. As this could be seen as a lack of Yes See Issues Paper.
transparency, the Proposed Preface should explain the limited circumstances where exposure may not take place.

50 ACCA We do not believe that a commitment to ‘ordinarily’ expose proposed Practice Statements for public comment is sufficient. All Yes See Issues Paper.
pronouncements should be exposed for comment.

51  CPAAus In the interest of a robust and transparent due process, the IAASB should expose Practice Statements for public comment. Yes See Issues Paper.

Paragraph 31 - Each exposure draft is accompanied by an explanatory memorandum that highlights the objective(s) of, and the
significant proposals contained in, the draft International Standard or Practice Statement. The explanatory memorandum may
also direct respondents to aspects of the draft International Standard or Practice Statement on which specific feedback is sought..

52  FEE .... we welcome the initiative to send an exposure draft to all interested people. We recommend IAASB include with the No The ED proposes that
exposure draft a cumulative summary of all significant decisions made by IAASB on matters related to this project. significant proposals be

highlighted in an
explanatory
memorandum. A
cumulative summary of
all decision is already
proposed as an element
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53 ACCA ...where an exposure draft is re-exposed, the explanatory memorandum should include the reasoning for re-exposure and
sufficient information to allow users to understand the changes made as a result of the earlier exposure.

54 RR ...[replace] the jargon wording “feedback is” with “comments are”.
Responses to Exposure Drafts and Consideration of Respondents’ Comments

Paragraph 32 - Exposure drafts are placed on the IAASB’s website where they can be accessed free of charge and are widely
distributed to member bodies of IFAC, regulatory bodies, organizations that have an interest in quality control, auditing, review,
other assurance and related services standards and practice statements, and the general public. To allow adequate time for due
consideration and comment from all interested parties, the exposure period will ordinarily be 90 days.

55 APB As you know the APB has recently issued exposure drafts of ISAs (UK and Ireland) which add UK specifics to the text of ISAs.
It is our intention to adopt new or revised ISAs as they are finalised and to apply new standards from the effective dates
established by IAASB. To facilitate this harmonisation we plan to issue exposure drafts of ISAs (UK and Ireland) in parallel
with the IAASB exposure process. In this context we are concerned that the proposed change to paragraph 32 of the Preface
seems to suggest a shortening of the IAASB exposure process. We believe the reverse is necessary and that the IAASB exposure
period should be extended to a minimum 4 months to allow national standard setters to translate and, if necessary, to add
national specifics. We ask the IAASB to reconsider the exposure period to better accommodate the convergence of countries
such as the UK with international standards.

56  FEE ... there should be an explanation of the circumstances which might result in a shorter or longer exposure period than 90 days.
For instance for complex or pervasive changes, more time than 90 days might be needed for translation of the exposure draft
into the national language to make wider consultation possible. As far as a shorter exposure period is concerned, we consider
this to be appropriate only in exceptional circumstances, for instance for a very short exposure draft for which translation is
readily available.

ED
Change

Yes

Yes

Yes

Yes

Staff Comment
(where necessary)

of IAASB’s public
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57 ACCA We do not believe that a 90—-day exposure period is sufficient to allow for comment from jurisdictions where linguistic
translation of proposals is necessary or where a national standard setter wishes to expose for comment national supplementary
material. A 90—day period is, in any case, relatively short for representative bodies to consult and achieve consensus on their
comments with due process. We note that the exposure draft of ISA 230 (Revised) Audit Documentation, has a four-month
exposure period and see no reason why a minimum of 120 days or more could not be adopted as the norm.

58 CPAAus ...we would prefer that all EDs are open for comment for at least four months. This will provide time for the proposals to be
analysed and comments to be prepared whilst also allowing for regional differences such as timing of major reporting deadlines
and holiday periods. It will also allow National Standard Setters (NSS) the opportunity to consider fully the views of their local
constituents, for whilst some countries are harmonizing with the IAASB standards, some countries still add paragraphs to take
account of local regulations and practices. An extended exposure period may allow this to occur as part of the global exposure
process and therefore would provide for a more robust due process. We consider that an extended comment period is especially
appropriate for those jurisdictions using a language other than English.

59  PwC This is a complicated sentence and it might help readers’ understanding if split into two sentences and if semi-colons were used
in the list rather than commas.

60 ICAR ... itwould be helpful if clarification could be given when the exposure period will be lass than or greater than 90 days.

Responses to Exposure Drafts and Consideration of Respondents” Comments

Paragraph 33 - An acknowledgement of receipt is sent to every respondent to an exposure draft. Respondents’ comments are
considered a matter of public record and are posted in a readily accessible format on the IAASB website after the end of the
exposure period. IAASB members, their technical advisers and task force members who are not members of the IAASB are
notified when comment letters have been made available on the IAASB website. A number of printed copies of the exposure
draft and comment letters are also made available for the reference purpose of IAASB members at the IAASB meeting in which
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the project is scheduled for discussion. Task Force members may request such printed copies at any time if they prefer to work
with this format rather than electronic copies.

61  JICPA By considering that observers from the Japan Business Accounting Council, etc. attend the IAASB meeting, the JICPA proposes Yes Editorial.
to add IAASB observers in paragraphs 33 as follows “...IAASB members, their technical advisors, IAASB observers, and task
force members who are not members of the IAASB are notified when...”

62 GT While we accept the wish for paper copies of Exposure Drafts being available to IAASB and Task Force members it seems Yes Last sentence deleted
unnecessary to explicitly state this in the Board’s due process and working procedures [Editorial suggestion is to delete the last from “due process” as
two sentences of the paragraph] suggested, but retained

as a “working
procedure”.

63 ICAEW Paragraph 33 should be altered to make it clear that comments will be made available on the web-site to IAASB members, No Timing of distribution
technical advisors and task force members before they are made available to the public at the end of the comment period, if that to members versus the
is what is intended. public is not relevant to

due process.

64  CNDC/CSOE In paragraph 33, the last sentence which states that “a number of ...rather than electronic copies” deals with administrative and Yes Last sentence deleted
secretarial matters which do not have their place in the description of a due process and should therefore be deleted as suggested.

Paragraph 34: - The comments and suggestions received within the exposure period as a result of public exposure are read and
considered by the Project Task Force* To facilitate the deliberative process the IAASB is ordinarily provided with a revised
proposed International Standard or Practice Statement and an Issues Paper that analyzes the comments received, summarizes the
main issues raised and outlines the recommendations of the Project Task Force. The Issues Paper also includes the rationale of
the Project Task Force in arriving at its conclusions and, as considered appropriate by the Task Force, the reason(s) why
significant changes recommended by a respondent(s) were or were not accepted. In addition to careful study of the Issues Paper,
IAASB members make themselves aware of key points made by respondents within the context of the response letters.

Footnote: The Project Task Force, and thereby the IAASB, may not be able to give full consideration to comments received after

Agenda Item 3-E
Page 34 of 50



Comments Received on Due Process Exposure Draft

IAASB Main Agenda (March 2005) Page 2005:125

No. Respondent Respondent Comment ED Staff Comment
Change (where necessary)

the end of an exposure period.

65 ICAEW Paragraphs 33 to 35 of the ED deal with the disposition of comments received. Whilst the procedures set out seem sensible, it Yes See Issues Paper.
seems likely that many of those outside IAASB and its task forces will remain unclear as to how their comments have been dealt
with. We appreciate the logistical and other problems associated with showing exactly how comments have been dealt with,
particularly where comments are many and varied. However, we believe that assuring commentators that their comments have
been taken account of is an increasingly important part of due process. There are two ways of achieving this. The first is to make
public a detailed summary of all comments received and how they were disposed of before a final document is issued. The
second is to issue a basis for conclusions. We do not agree with the statement in paragraph 41 that due process obviates the need
for the issue of a basis of conclusions, unless IAASB follows the first course of action described above (making public a detailed
summary of all comments received and how they were disposed of before a final document is issued). We imagine that the latter
course of action (publication of a basis of conclusions) would be the most efficient and effective method of providing assurance
to commentators. This is an increasingly common practice at many standard setters. It imposes a necessary discipline which
helps avoid criticism, hasty and confused decision making (particularly where there are time pressures), and forces clarity of
thought regarding the need for re-exposure (see below). We therefore strongly suggest that IAASB publish a basis for
conclusions in all cases.

We also believe that a basis for conclusions is an appropriate document in which to describe how due process has been followed,
rather than the proposed simple statements to the effect that due process has been followed.

66 FEE The Issues Paper, that analyses the comments received including a summary of the main issues raised and the recommendation Yes Rewording clarifies
of the Project Task Force as described in paragraph 34, should be a public document for which the chairman of the Project Task that Issues Papers are
Force takes ultimate responsibility. publicly available
documents.

In addition to the Issues Paper (or as part of it) as discussed in paragraph 34, IAASB could usefully introduce a feedback
statement to discuss the main comments and the reasons why they are rejected (as far as not yet discussed in the Issues Paper).
Our experience with feedback statements issued by the Committee of European Securities Regulators (CESR) and the European

Commission is very positive in this respect.
Yes See Issues Paper re:

proposal to issue a
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of suggestions from comments submitted or whether they have been accorded consideration in terms of their validity or basis of conclusions.
importance. They also allow to determine whether particular emphasis is given to the consideration of comments submitted by
specific bodies.

67 10SCO There is an unclear sentence in Paragraph 34 that states “...|AASB members make themselves aware of key points made by Yes See Issues Paper.
respondents within the context of the response letters.”

The standards should state what the expectations are for board members, rather than making a rather general statement like this.

Standards setting in the public interest is an important activity that carries with it the obligation to do whatever is required to
develop standards of high quality. We believe that such work includes the obligation to be aware of, and consider fully,
comment letters that have been developed by outside parties to provide views about proposed standards.

In our view, it is essential that Board members thoroughly familiarize themselves with the issues raised in comment letters on
proposed standards, so that they are able to make well informed decisions as they finalize the standards. The description now
contained in the ED does not adequately describe the responsibilities and commitments involved. Furthermore, saying only
what the Board and its members “do” as opposed to stating clearly what they “should do” could make it difficult to confirm that
due process was in fact followed.

68 EY The due process outlined in paragraph 34 would be strengthened if the last sentence were modified to read: ‘In addition to the Yes See Issues Paper.
thorough study of the Issues Paper, IAASB members review the key points made by respondents in their comment letters.’

69 RR In paragraph 34 I think it is important that those who submit comments on the IAASB’s exposure drafts are aware of the need Yes Editorial. Agreed as
not to slow down the IAASB’s work through the late submission of comments. Accordingly | believe that the footnote should suggested. See also
actually be part of the main text and that instead of saying that the IAASB may not be able to give full consideration the wording Issues Paper.

should indicate that it will not be able to do so. As an editorial point | do not think there is a need to say that the comments are
considered “as a result of public exposure” but merely that they are considered. | also do not think there is a need to say the
comments are read, since consideration necessarily implies that. It may also help matters if the first sentence is written in the
active rather than the passive voice. | would therefore rewrite the sentence as follows.
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The project task force considers the comments and suggestions received. In order to meet the public interest objectives of
producing new or revised International Standards and International Practice Statements within an acceptable time, the task force,

and therefore the IAASB, will not be able to give full consideration to comments received after the end of the exposure period.

Editorial.
In paragraph 34 the word “why” after the words “the reason(s)” is unnecessary.

Yes

Paragraph 35 - Before a final International Standard or Practice Statement is issued, the IAASB gives due consideration to
comments received.® The IAASB deliberates significant matters raised in comment letters received, with significant decisions
made by the IAASB recorded in the minutes of the meeting of the IAASB. The IAASB may decide to discuss with respondents
their letters of comment or to explain to them the reason(s) for not having accepted their proposals. It is expected that this will be
regular practice for comments received from members of the Monitoring Group. The nature and outcome of such discussions are
reported and recorded in the minutes of the IAASB meeting at which the related project is discussed.

Footnote: The Monitoring Group includes representatives of the International Organization of Securities Commissions, the Basel
Committee on Banking Supervision, the Financial Stability Forum, the European Commission, the International Association of
Insurance Supervisors and the World Bank. The Monitoring Group’s responsibilities include briefing the PIOB regarding
significant events in the regulatory environment, and among other things, acting as the vehicle for dialogue between regulators
and the international accountancy profession. The membership, terms of reference and operating procedures of the Monitoring
Group are published on the IFAC website.

70 GT Itis the IAASB’s undertaking to give due consideration to comments received within the exposure period. The due process is Yes See Issues Paper.
designed in a way that significant decisions made by the IAASB are recorded in the minutes of the meeting of the IAASB. The
Task Force’s issue paper will include the reasons why significant changes recommended by a respondent were or were not
accepted. Therefore the opportunity for respondents to discuss the acceptance or non-acceptance of their comments with the
IAASB should not be part of the Board’s due process explicitly. We also feel that there is no need to make this a regular practise
for comments received from members of the monitoring group (refer paragraph 35). The IAASB must act in the public interest.
This includes difficult and critical decisions and therefore the Board will frequently not meet the concerns of all those who
comment on its proposals. Stating the requirement explicitly in the Preface runs the risk of the IAASB being subject to political
interference and stalling tactics. [Editorial suggestion is to delete the last two sentences of the paragraph]. [Editorial suggestion]
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THE BOARD DOES NOT HAVE THE RESOURCES TO REPLY TO EACH INDIVIDUAL COMMENT LETTER. Before a
final International Standard or Practice Statements is issued, the IAASB gives due consideration to comments received.
PROJECT UPDATES WILL BE POSTED ON THE BOARD’S WEBSITE ON A REGULAR BASIS.

71 FEE Regarding paragraph 35 and the decision to discuss comments with respondents, we believe that the process would be improved No See Issues Paper.
by requiring the IAASB to consider and decide systematically whether it needs to contact and discuss with respondents their
letters of comment or explain the reason for not having accepted their proposals. Clarity on the consideration of comments is
especially important in Europe and for the European Commission in the light of the expected adoption of International Standards
on Auditing (“ISAs”) into European legislation. This will also become important in other regions where ISAs will be adopted.

72  KPMG Paragraph 35 suggests that IAASB will likely discuss letters of comment or reasons for not accepting proposals with members of Yes See Issues Paper.

the Monitoring Group and other respondents as considered necessary. We recognize that the Monitoring Group is comprised of
an important constituency. However, we are concerned that it may be difficult for IAASB to actually fulfill an obligation to
discuss comments (as opposed to explaining the reasons for not adopting specific recommendations in writing) without delaying
the finalization of standards. Further, we believe that the need for IAASB to have these types of discussions will likely
disappear if IAASB implements the proposals set out in paragraphs 34 and 36 of the Exposure Draft relating to the development
of summaries of respondents’ recommendations and IAASB responses to such recommendations. We therefore recommend that
paragraph 35 be restricted to responding to comments and that the proposal for IAASB to “discuss” matters raised in comment
letters with the Monitoring Group and other respondents be deleted.

73 RR ...1 believe the detail about the Monitoring Group should be included in the part of the document dealing with the PIOB. It No See Issues Paper.
would also be helpful if the document described the basis on which the IAASB will decide which commentators to favour with
explanations or discussions and which commentators will have to make do with looking at the various agenda papers. It is not
particularly clear why members of the Monitoring Group not acting as such should routinely have a courtesy that is not routinely
extended to all commentators. In their capacities as members of the Monitoring Group their rle is one of oversight, or rather of
oversight of the oversight process. Their letters of comment to the IAASB are not made in their capacity of Monitoring Group
members but rather in their individual capacities of regulators of particular industries and in particular regions. Although their
comments may be worthy of more weight than those of other commentators, that is not because they are Monitoring Group
members, but rather because they are highly regarded regulators in their own right. However, in terms of process that does not
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seem to be a reason to grant them extra privileges.

As part of the oversight process, | can well understand that the PIOB (not the Monitoring Group) might wish to discuss with the
IAASB the weight and importance attached to comments from particular commentators. This would seem to be an important
part of its oversight function. However the purpose of those discussions is to ensure the IAASB’s process functions as it should,
it is not to ensure that favoured commentators get a second bite of the cherry when the IAASB, after due consideration, has
decided not to accept particular recommendations. Such a purpose, particularly when carried out by the Monitoring Group,
undermines the oversight process because it leaves the IAASB open to charges that it operates for the interests of particular
groups rather than for the public as a whole.

Of course, when the IAASB believes it has not understood properly the points that a particular commentator is making, it is quite
proper for it to seek clarification from the commentator. That is part of the process of ensuring that comments are considered
properly. However, the proposals in paragraph 35 go beyond this.

When the IAASB does have discussions along the lines currently suggested in paragraph 35, it is important that those
discussions are subject to the same degree of transparency as the comment letters themselves, since they are discussions about
the comment letters. Although the exposure draft notes that the nature and outcome of the discussions will be reported in the
minutes of the IAASB meeting at which the related project is discussed it is important that the discussions at the IAASB meeting
and the related minutes are included in the public sections of the meetings and minutes rather than the non-public executive

sessions.
74  ICAR .t is unclear the length of time targeted for consideration of respondents comments and the issue of a final international No Not practicable as it
standard.... will vary in the
circumstances.
Also, it would be beneficial if the process of discussing comments with contributors is clarified. Yes See Issues Paper.

Paragraph 36 - Project agenda papers contain a cumulative summary of the significant decisions made by the IAASB on matters
relating to the project, including its position on the main points raised in comment letters. In circumstances where several
iterations of significant changes to an exposure draft are made, and where practicable, a summary comparative analysis of the
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proposed revised final International Standard or Practice Statement to the exposure draft is provided to the IAASB.

75 RR ..the sentence that begins “In circumstances where” ....[should be] reworded to read: “When an exposure draft has been subject Yes Editorial.
to many changes a summary comparative analysis is presented to the IAASB. This analysis shows, to the extent practicable, the
differences between the exposure draft and the proposed final International Standard or Practice Statement”.

I think it is important not to use the word “significant” to avoid confusion with the types of substantial change that would require
re-exposure. | also believe that the important point is not how many rounds of changes (major or minor) there have been but
rather the cumulative effect of the changes that have been made to the exposure draft.

Re-exposure

Paragraph 37 - The Project Task Force recommends to the IAASB whether re-exposure is necessary, and explains the basis for
the recommendation. The IAASB formally votes whether re-exposure is required, subject to the same voting requirements as the
publication of an exposure draft or the issuance of a final International Standard or Practice Statement.

76  ACCA Paragraph 37 should state unambiguously that the Project Task Force is required to recommend for all pronouncements, whether Yes Rewording clarifies
re-exposure is necessary or not. Where re-exposure takes place, the explanatory memorandum should be used to document the that the explanatory
reasons. Where there is no re-exposure, the ‘basis of conclusions’ document should explain that decision. memorandum will

include the reasons for
re-exposure.

77 RR The wording of paragraph 37 could be improved. | suggest the following. “The Project Task Force recommends to the IAASB Yes Editorial.
whether re-exposure is necessary and explains the basis for that recommendation. The IAASB formally votes on whether to re-
expose the document. This vote is subject to the same voting rules as a vote on the issuance of a final document of the type to be
issued.”

In addition to the editorial changes, on a point of principle | believe the reference to the requirements for the publication of an
exposure draft is unnecessary and may be unhelpful should the IAASB at some stage decide to have different voting rules for
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RR

exposure drafts and final documents, or different voting rules for standards and practice statements.
We suggest that IAASB make public an explanation of the decision to re-expose a document.

Paragraph 38 - In determining the need to re-expose an International Standard or Practice Statement, the IAASB assesses
whether, as a result of the comments received on exposure, there has been substantial change to the exposed International
Standard or Practice Statement and, if so, whether those changes warrant the need to re-expose. Situations that constitute
potential grounds for a decision to re-expose may include, for example, substantial change to a proposal arising from matters not
previously deliberated by the IAASB or aired in the exposure draft, or substantial change to the substance of an International
Standard or Practice Statement.

Re-exposure is often a contentious issue and we strongly suggest that IAASB make public an explanation of the decision to re-
expose a document, and, more importantly, the decision not to re-expose a document where this has been considered.

The criteria to be used by IAASB to determine the need for re-exposure should be clearly stated in the Preface. Clearly stated
criteria will assist IAASB in its assessment of the need for re-exposure and in its documentation of the process in the IAASB
minutes.

Related to paragraphs 37 and 38 on re-exposure, we believe that the most important issue is the decision of the IAASB on the
need to re-expose. Where the Project Task Force recommends re-exposure or consideration of re-exposure by IAASB, it is
important that the circumstances surrounding the IAASB decision on re-exposure are made public for reasons of transparency

In paragraph 38 | believe that the question of whether the changes to an exposure draft are so substantial as to require re-
exposure does not depend upon whether the changes were only because of comments received on exposure but rather depends
upon the overall effect of the changes made, irrespective of the reason for them. Commentators are entitled to assume that there

ED

Change

Yes

Yes

Yes

Yes

No

Staff Comment
(where necessary)

See new para. 38(a)

See new para. 38(a).
The decision not to re-
expose a document will
be included in the
minutes.

See Issues Paper.

See new para. 38(a).
The decision not to re-
expose a document will
be included in the
minutes.

Intent of the para is to
require the IAASB to
assess the overall effect
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are no substantial points in issue unless those points have been raised specifically in the introduction to the exposure draft. In the of changes.
absence of any such indication it is likely that commentators who agree with the IAASB’s approach may decide not to comment

on the exposure draft or on particular sections of the exposure draft precisely because they agree with what is proposed and do

not wish to see it changed. It would be unfortunate if the views of such commentators were to be ignored simply because they

did not think it necessary to send in a comment letter along the lines of “We agree entirely with the proposals and would not

wish to make any changes.”

Final International Standard or Practice Statement
Paragraph 39 - At the point of approval of a final International Standard or Practice Statement, the IAASB Technical Director
confirms to the IAASB that the IAASB’s stated due process has been followed.

83 FEE In respect of paragraph 39, the Technical Director should not only confirm to the IAASB that the IAASB’s stated due process No Explaining “how” is
has been followed but explain how the due process was followed as this will depend on the circumstances of each project. not pertinent in the
majority of cases.

84 10SCO As we considered this section of the ED, the view arose that it would be more appropriate for the full-time IAASB Chairman to No Responsibility retained
confirm that the IAASB’s stated due process has been followed. We would see proper execution of the Board’s due process to be with IAASB Technical
a fundamental part of the Chairman’s responsibility. Director.

Prior to focusing on this as the Chairman’s responsibility, we had observed that Paragraph 39 should be strengthened to state the
responsibilities of the IAASB Technical Director more fully. For example, it might say “The IAASB Technical Director is
responsible for ensuring that the steps and elements of due process are followed throughout the development of a standard, and
for confirming that required procedures have been followed before the final standard is approved for issuance.”

Regardless of whether it is the Chairman or the Technical Director that confirms that due process has been followed, we believe
that it is the Chairman who is ultimately responsible. We note that the requirement to confirm is very interactive with whatever
steps and elements are defined as part of due process. If something is included as a requirement of due process and a person
must certify that due process has been followed, that person must have the means to determine that each requirement has been
satisfied.
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85 RR I am not sure what purpose is served by the requirement in paragraph 39 that the technical director confirms that the stated due No CAG Chair would not
process has been followed. If there is a belief that requiring the technical director to make such a declaration would make him have the means to
more likely to see that due process is followed then that belief seems to me to be both insulting and wrong. A technical director determine whether each
who had no regard for due process would not suddenly attain that regard because he is forced to utter a ritual incantation, and a due process
technical director who believed in the importance of due process would ensure that it was followed even if he was not required requirement has been
to say anything at all about it. Furthermore, if due process was not followed because of some oversight then the technical satisfied.

director is unlikely to realize that due process has not been followed and so would make a declaration anyway.

Presumably the purpose is to give assurance to somebody that due process has been followed and that somebody seems to be the
IAASB itself. This seems to be a very insular way of looking at things. If the requirement is retained, it seems to me that there
would be greater benefit if the assurance were to be given by the chair of the CAG, who is, ex officio, an observer at IAASB
meetings.

Paragraph 40 - When the revised draft is approved, it is issued as a definitive International Standard or Practice Statement. The
IAASB will set an effective date for the application of its International Standards. The IAASB will set a date from which
professional accountants should be aware of and consider a relevant Practice Statement.

86 IDW We consider it to be important that the IAASB inform users of IAASB standards of the reasoning behind the determination of an No See Issues Paper.
effective date for a standard or the date from which a practitioner should be aware of a Practice Statement. Consequently, we
suggest that in the IAASB’s communication announcing the approval of a standard, the IAASB provide reasons for the selection
of a particular effective or “awareness” date:

“In the IAASB’s communication announcing the approval of an IAASB pronouncement the IAASB will provide the reasons for
the selection of a particular effective date for a Standard or a date from which professional accountants need to be aware of and
consider a relevant Practice Statement.”

87 FEE Paragraph 40 could be enhanced by explaining in further detail the reasoning behind the determination of an effective date for a Yes See Issues Paper.
standard or the date from which a practitioner should be aware of a Practice Statement. Also, the effective date should be set
taking into account the reasonable expected minimum period needed for effective and professional implementation and the need
for translation into national languages. When deciding on consultation periods, IAASB should have regard to the need for the
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exposure draft itself to be translated into national languages. It would also be beneficial to include a planned effective date in
the exposure draft. Alternatively, it would be useful to include the principles to be followed for determination of the effective
date in the Proposed Preface.

Paragraph 41 - The features and transparency of IAASB’s due process ordinarily obviate the need for the IAASB to issue a
separate document explaining its basis for conclusions. In the rare circumstance where the IAASB decides that additional
communication is necessary, however, such a document may be issued.

88 FEE ... the requirements for the preparation and issuance of a separate document explaining the IAASB basis for conclusions should Yes See Issues Paper re:
be stronger and should be the norm rather than the exception. An increasingly important part of due process is assuring proposal to issue basis
commentators that their comments have been taken into account. The publication of a basis of conclusion would be the most of conclusions.

efficient and effective method of providing such assurance. This is increasingly common practice at many standard setters. It
contributes to dealing with criticism on the decision-making process. Although the relevant papers of the last IAASB meetings
are published on IFAC’s Website, it cannot be assumed that all relevant information regarding the basis for conclusions will be
retained on the IFAC website over a longer period. It would facilitate transparency if the basis of conclusion were also published
together with the standards in the IFAC Handbook, following the example of the IFRS Handbook.

89 10SCO Paragraph 41 states that a basis for conclusions is not published as a part of the standards because the Board’s discussion papers Yes See Issues Paper re:
throughout a project will make the Board’s decisions clear without such an explanation. We believe that some form of proposal to issue basis
explanation of how the Board has reached its conclusions is very important to have when a final standard is issued. of conclusions.

It would often be difficult for the broad base of users, and successive generations of users, to trace the path of discussions and
conclusions that have occurred over the course of a project. It is unlikely that such information would be sought or accessed
after some time has passed since issuance of a standard. As such, interested parties may not receive a clear understanding of
how the IAASB reached its conclusions. We believe the Board should identify a way to provide clear and adequate explanation
of the basis for its conclusions when a final standard is issued, so that each standard can stand fully on its own and be clearly
understandable.

90 ACCA We believe that a ‘basis of conclusions’ document is best practice for a standard setter and that the need for issue is not removed Yes See Issues Paper re:
by the proposed features and transparency of IAASB’s due process. The commitment to show appropriate reasoning in agenda proposal to issue basis
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papers is not absolute (Paragraph 34 states that, after an exposure period ‘the IAASB is ordinarily provided with a revised of conclusions.
proposed International Standard or Practice Statement and an Issues Paper that analyzes the comments received’ [emphasis

added]). Moreover, the publication of a formal document at the time of issue of a pronouncement is qualitatively different from,

and superior to, making working documentation available on a website.

91 CPAAus In the interest of a robust and transparent due process, the IAASB should provide basis of conclusions with the published Yes See Issues Paper re:
standard. proposal to issue basis
of conclusions.

92  INCP The Institute considers that documents that contain the Board's basis for conclusions are very useful to understand the Boards Yes See Issues Paper re:
rationale. Although the information will be available, a centralized document would be a better source of information. For this proposal to issue basis
reason, the Institute considers that the document should not be obviated as suggested in paragraph 41. of conclusions.

Voting

Paragraph 43 -Each IAASB meeting requires the presence, in person or by simultaneous telecommunication link, of at least
twelve appointed members.

93 GT [Editorial suggestion] =  Headline Paragraph 43 — \oting AT IAASB MEETINGS Yes Editorial.

Paragraph 44 - The affirmative votes of at least two thirds of the members present at a meeting in person or by simultaneous
telecommunications link or by proxy, but not less than twelve, is required to approve exposure drafts, re-exposure drafts,
International Standards and Practice Statements. Dissenting votes, including the reason(s) therefor, will be included in the
minutes of the meeting.

Paragraph 45 - Each member of the IAASB has the right to one vote. A member has the right to appoint a proxy in writing. The
proxy may be the member’s technical advisor or another IAASB member. The appointment of a proxy is disclosed at an IAASB
meeting and recorded in the minutes of the meeting.

Paragraph 46 - The IAASB may also use ballots where exposure drafts or final International Standards and Practices Statements
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are discussed at an IAASB meeting and a final draft is distributed and approved electronically subsequent to the meeting. Ballots
may also be used where final discussion of the exposure draft or final International Standard or Practice Statement yields a
significant number of changes and additional time for further consideration is considered necessary.

94  ICAEW Paragraph 44 should make it clear that its provisions apply ‘except where voting is by ballot’, to avoid the impression of  Yes \oting at IAASB
contradicting paragraph 46. meeting and voting by
ballot have been
separated.
95 I0SCO Paragraph 44 deals both with voting requirements for passage of a standard and with the ability of an absent Board member to Yes \oting at IAASB
use either the member’s Technical Advisor or another IAASB member as a proxy for voting purposes. We believe these two meeting and voting by
topics should be separated. One statement should deal clearly with a meeting quorum requirement and the minimum votes ballot have been
needed to approve an ED or a standard. Another should address the use of proxies. Combining the two subjects has produced a separated.

sentence which is unclear as it seems to allow for passage of a standard with only eight votes.

We are aware that the IAASB has previously made use of proxies, but our discussion of this subject within Standing Committee
No. 1 produced some concern about allowing another member to cast a vote without the absentee member having the benefit of
hearing the latest deliberations and making a final decision. This has the potential effect of giving the attending member with Yes See Issues Paper.

the proxy two votes. Some of our members suggested that the Technical Advisor of a member should be the only person Additional guidance on
authorized to hold a proxy. The reason was two-fold: the Technical Advisor would likely be more thoroughly familiar with the the voting by proxies
nuances of the absent Board member’s views on the subject, and would often be closer to the details of technical issues and/or has been proposed.
task force activities. We encourage the Board to examine the use of proxies and determine if a greater restriction would be
desirable.

96 CPAAus In the interest of a robust and transparent due process, the IAASB should document where Board members have dissented from No Paragraph 44 provides
a Pronouncement or an Exposure Draft, with the reasons therefore in the appropriate document. for dissenting options,

including the reason(s)
therefore, in the
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minutes of the meeting.

97 RR I note that the preface is silent on the matter of dissenting opinions and assume therefore that these will not be included in n/a
Standards or Practice Statements. | agree with this approach, and do not think dissenting opinions should be included... .the rdle
of the IAASB is more akin to that of a parliament or legislative assembly than to that of a court. Parliaments do not include in
legislation the reasons that some of their members voted against enactment: once the law has been passed it is the law. | believe
that the IAASB would weaken the authority of its Standards if it were to include dissenting opinions within them, and
accordingly believe that the current approach to dissenting opinions is correct.

Matters of Due Process

Paragraph 48 - If an issue over due process is raised with IAASB, whether by a third party or otherwise, the IAASB
Steering Committee assesses the matter and, should it agree to pursue it, obtains relevant information from all parties
concerned. If, based on the information so obtained, the Steering Committee concludes that there was a breach of the
IAASB’s stated due process, an appropriate resolution thereof is sought and communicated to the party raising the matter.

98 ICAEW Paragraph 48 should refer to issues “other than those that are clearly frivolous (or vexatious)’ similar to paragraph 90 of ISQC 1. Yes Editorial.

99 FEE Paragraph 48 is too short to deal adequately with the raising of issues over due process, issues should also be considered by Yes Redraft focuses on the
IAASB itself. Further information is needed on how IAASB will be made aware of such matters. Minutes should be available consideration of due
to record the resolution of issues and any associated action. process issues by the

IAASB and reporting
to PIOB. However,
minutes and other
documentation, as
necessary, would be for
P1OB consideration
only.
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100 10SCO
101 ACCA
102 RR
103 PwC

Paragraph 48 should be revised to require that the resolution of alleged breaches of due process be reported to the PIOB or its
staff as well as the party raising the matter. The guidance should be expanded to cover what steps are taken when the IAASB
Chairman, Steering Committee, or Technical staff receive a complaint, who investigates and how, what happens when the
IAASB Steering Committee decides that a complaint has no basis and is further challenged, what alternatives exist for
resolution of a complaint (e.g., from denial of a complaint to finding that a complaint is valid and taking remedial action, and
how a resolution is documented.)

As this is information of a detailed working procedures nature, it would seem most appropriate to include the description in an
operations document rather than in a Preface to the standards.

We welcome the inclusion of material relating to the adequacy of the due process itself. Consideration should be given,
however, to making the resolution of issues fully transparent and referring to the role of other IFAC bodies in such matters.

Whilst the sentiments in paragraph 48 are laudable, | think the paragraph might create more problems than it solves. For
example, acommentator who was aggrieved that his suggestions were not followed might seek to raise the same points as a due
process issue. Although the paragraph does not require the IAASB to take much action on receipt of such an issue, it does
represent a commitment of some sort on the IAASB’s part. Furthermore, the wording requires the Standing Committee (a part of
the IAASB) to investigate itself or other parts of the IAASB. This does not seem entirely satisfactory. It seems to me that
anybody who has a serious complaint about how the IAASB has acted is more likely to raise that matter with the CAG or the
P1OB rather than the IAASB. The PIOB will have its own procedures for investigating such complaints, and therefore | do not
think it is necessary to have this paragraph in the preface. If it is felt necessary to have such a paragraph I think it should state
simply that where the IAASB has become aware of an issue with its adherence to its due process it will submit the matter to the
PIOB for consideration.

We believe that this paragraph should be expanded to ensure that IAASB Members and Technical Advisors are made aware of
the issue and resolution of the matter. Unless IAASB is informed of the relevant “corrections” or otherwise that might need to

ED
Change

Yes

Yes

Yes

Yes

Staff Comment
(where necessary)

Redraft focuses on the
consideration of due
process issues by the
IAASB and reporting
to PIOB.

Noted. See Issues
Paper.

Redraft focuses on
consideration of the
due process issues by
the IAASB and
reporting to PIOB.

Redraft focuses on
consideration of the
due process issues by
the IAASB and
reporting to PIOB.

Redraft focuses on
consideration of the
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be made, appropriate changes may not be made to ensure that similar breaches are not made in the future. We suggest the due process issues by
following wording:“If an issue over due process is raised with IAASB....an appropriate resolution thereof is sought and the IAASB and
communicated to the party raising the matter and raised with the IAASB as appropriate.” reporting to PIOB.
104 EY Consideration should be given to having the IAASB Steering Committee report back to IAASB on the result of its Yes Redraft focuses on
assessment of all issues raised on due process. consideration of the
due process issues by
the IAASB and

reporting to PIOB.

105 CNDC/CSOE ... the French Institutes agree that the steering committee should investigate matters dealing with a breach of due Yes Redraft focuses on

process. However, the French Institutes also consider that, if there has been a breach of due process, the steering consideration of the
committee should bring the issue to the Board, for it to take a decision on the resolution of the problem. due process issues by
the IAASB and

reporting to PIOB.
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