IAASB Main Agenda (September 2005) Page 2005-1935

Agenda Item
4-F.1

Analysis of ISA 300 and Mapping Document

Exhibit 1 sets out statements in ISA 300 that use the present tense to describe auditor actions,
and the proposed treatment of whether the actions should be redrafted as a requirement, or
redrafted to make clear that it is explanatory material. Paragraph references to extant ISA 300
and to the redrafted ISA 300 (presented in Agenda Item 4-F) are provided.

Exhibit 2 sets out extant ISA 300 and maps each of its paragraphs (which may have been
reworded as necessary) to the redrafted ISA 300 (Agenda Item 4-F). The highlight material
indicates sentences and paragraphs that are proposed to be deleted as part of the redrafting. An
explanation of the proposed deletion and other comments are provided, where appropriate.

Exhibit 1

Para

Existing Present Tense Statements

Change
to “shall”

New
Para

Rationale and Comments

Introduction

... However, in planning an audit, the auditor considers
the timing of certain planning activities and audit
procedures that need to be completed prior to the
performance of further audit procedures. For example,
the auditor plans the discussion among engagement
team members...

No

Explains and illustrates the
planning process.

... The auditor’s consideration of client continuance and
ethical requirements, including independence, occurs
throughout the performance of the audit engagement as
conditions and changes in circumstances occur.
However, the auditor’s initial procedures on both client
continuance and evaluation of ethical requirements
(including independence) are performed prior to
performing other significant activities for the current
audit engagement.

Covered by extant para. ISA
300.16 (see redrafted [ISA
300.10).

...In developing the overall audit strategy, the auditor
also considers the results of preliminary engagement
activities (see paragraphs 6 and 7) and, where
practicable, experience gained on other engagements
performed for the entity...

Yes

7(c)

Appears integral to formulating
the overall audit strategy.

17

... In such circumstances, the auditor re-evaluates the
planned audit procedures, based on the revised
consideration of assessed risks at the assertion level for
all or some of the classes of transactions, account
balances or disclosures.

Explains the existing
requirement in extant [ISA
300.16.

20

The auditor plans the nature, timing and extent of
direction and supervision of engagement team
members based on the assessed risk of material
misstatement. As the assessed risk of material
misstatement increases, for the area of audit risk, the
auditor ordinarily increases the extent and timeliness of
direction and supervision of engagement team
members and performs a more detailed review of their
work. Similarly, the auditor plans the nature, timing
and extent of review of the engagement team’s work
based on the capabilities and competence of the

Explains how to carry out the
existing requirement in extant
ISA 300.18.
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Para | Existing Present Tense Statements Change | New Rationale and Comments

to “shall” | Para
individual team members performing the audit work.

21 In audits of small entities, an audit may be carried out No - The “needs to be satisfied” is
entirely by the audit engagement partner (who may be an implicit “should” that is
a sole practitioner). In such situations, questions of unnecessary in the context of
direction and supervision of engagement team the paragraph. It is therefore
members and review of their work do not arise as the deleted in the redrafted
audit engagement partner, having personally conducted paragraph.
all aspects of the work, is aware of all material issues.

The audit engagement partner (or sole practitioner)
nevertheless needs to be satisfied that the audit has
been conducted in accordance with ISAs.

23 The auditor’s documentation of the overall audit No - Explains how to carry out the
strategy records the key decisions considered necessary existing documentation
to properly plan the audit and to communicate requirement.
significant matters to the engagement team.

24 The auditor’s documentation of the audit plan is No - Explains how to carry out the
sufficient to demonstrate the planned nature, timing existing documentation
and extent of risk assessment procedures, and further requirement.
audit procedures at the assertion level for each material
class of transaction, account balance, and disclosure in
response to the assessed risks. The auditor may use
standard audit programs or audit completion checklists.

However, when such standard programs or checklists
are used, the auditor appropriately tailors them to
reflect the particular engagement circumstances.

25 The auditor’s documentation of any significant changes Yes 12¢ Clarifies the nature and extent
to the originally planned overall audit strategy and to of documentation required for
the detailed audit plan includes the reasons for the significant changes to the audit
significant changes and the auditor’s response to the strategy and audit plan.
events, conditions, or results of audit procedures that
resulted in such changes.

27 ...When discussions of matters included in the overall Yes/No - Requirements and guidance on
audit strategy or audit plan occur, care is required in communication addressed by
order to not compromise the effectiveness of the audit. ED ISA 260 (Revised).

For example, the auditor considers whether discussing The example is an illustration
the nature and timing of detailed audit procedures with No - of the principle.

management compromises the effectiveness of the
audit by making the audit procedures too predictable.

*Note: Highlights indicate material that has been deleted.
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Other Statements

Para Change | New Rationale and Comments

to “shall” | Para
Introduction

3 ... Planning involves the engagement partner and other Yes 4 Statement of sufficient
key members of the engagement team to benefit from importance that it should
their experience and insight and to enhance the become a requirement.
effectiveness and efficiency of the planning process.

9 The establishment of the overall audit strategy involves: Yes 7 Appears essential in terms of
(a)Determining the characteristics of the engagement that formulating an adequate overall
define its scope... audit strategy and in fulfilling
(b)Ascertaining the reporting objectives of the the objective stated in the [SA.
engagement to plan the timing of the audit and the nature
of the communications required. ..

(c)Considering the important factors that will determine
the focus of the engagement team’s efforts...

10 The process of developing the overall audit strategy Yes 8 Adequate planning for
helps the auditor to ascertain the nature, timing and resources necessary to perform
extent of resources necessary to perform the the engagement appears
engagement. The overall audit strategy sets out clearly, essential to the objective of the
in response to the matters identified in paragraph 9, and ISA.
subject to the completion of the auditor’s risk
assessment procedures:

(a) the resources to deploy for specific audit areas...; No - [lustrates nature, timing and
(b) the amount of resources to allocate to specific extent considerations.
areas..., (c) when the resources are deployed ...; and

(d) how such resources are managed...

15 The audit plan includes: Yes 9 Appears essential in terms of

e A description of the nature, timing and extent of formulating an adequate audit
planned risk assessment procedures sufficient to plan and in fulfilling the
assess the risks of material misstatement. .. objective stated in the ISA

e A description of the nature, timing and extent of
planned further audit procedures at the assertion
level ...; and

e  Such other audit procedures required to be carried
out for the engagement in order to comply with ISAs
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