
 

  Page 1 of 5 

Minutes of the Meeting of the 

INTERNATIONAL AUDITING AND ASSURANCE STANDARDS BOARD 

Held on 9–14 June 2002 

At the Camino Real Hotel, Mexico City 
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1. Chairman’s Greeting and Opening Remarks 
Mr Mertin opened the meeting and thanked the Instituto Mexicano de 
Contadores Públicos for its hospitality and help in arranging the meeting. 
He welcomed the members to the first meeting of the IAASB and noted that 
Ms Esdon had agreed to accept the post of Vice-Chairman. 
 
Mr Mertin advised the board of the discussions at the recent meeting of the 
Consultative Advisory Group and of his meetings with representatives from 
IOSCO. 
 
The minutes of the previous meeting of the IAPC were approved. 

 

 

2. Fraud 
The board discussed the draft response letter to the AICPA concerning its 
recent exposure draft. Concern was expressed that the wording of the 
exposure draft would serve to increase the gap between what was expected 
of auditors and what they would be able to deliver. Concern was also 
expressed that the wording of the exposure draft seemed to require the 
auditor to presume that management was dishonest. The board believed that 
a more appropriate wording would be to require the auditor to consider what 
risks would exist if management were to be dishonest and to address those 
risks. Changes to the draft having been made, the board approved the 
revised letter, and agreed that it be submitted to the AICPA 

 

 

3. Fair Values 
The board discussed the draft document and in particular whether the 
document should be issued as a standard or a practice statement. After 
considering the arguments, the board voted by 13 votes to 3 to issue the 
document as a standard. One member abstained from voting. Ms Esdon and 
Messrs Plaistowe and Kana voted against issuing the document because 
they believed that it does not introduce any new basic principles and 
essential procedures from those already stated in existing ISAs and that it 
contains extremely detailed guidance on the application of existing ISAs to 
the audit of fair value measurements and disclosures that is usually the 
subject of an IAPS. They indicated that they would have been prepared to 
support the issue of the document as a practice statement. 

 

 

4. Quality Control 
The board discussed whether the project should result in one standard that 
addressed quality control matters at the firm level and at the engagement 
level, or whether there should be two documents: one that dealt with firm-
wide matters and one that dealt with engagement matters. As part of this 
debate it discussed whether the firm-level standards should form part of the 
International Standards on Auditing or whether they should form part of a 
separate series of quality control standards. 

 



 5. Moderate Assurance  

 

 
The board decided that it should issue separate standards for quality control 
at the firm level and that these should be a self-standing series of documents 
that do not form part of the International Standards of Auditing. The board 
decided that the firm level quality control standards should cover all 
services that are covered by the board’s remit. The board would also issue 
standards that are part of the ISAs that would deal with engagement-level 
quality control matters. The first of these would deal with quality control on 
audit engagements only. 
 
Staff was instructed to amend the IAASB’s draft terms of reference to 
reflect this discussion and to present them to the IFAC Board at its July 
meeting. Staff was also instructed to create a cohesive plan for addressing 
the rewriting of IPPS 1, “Assuring the Quality of Professional Services” 
alongside the two IAASB quality control documents. 
 
The board went on to discuss the draft document in detail. It believed that 
the document was too prescriptive at the firm-level as in many areas in that 
it set out requirements for how the firms should implement quality control 
procedures when what was required was guidance on the areas where firms 
should have quality control policies and the matters those policies needed to 
cover. Some members commented that they would like the engagement-
level standard to keep the material from the appendix. The subcommittee 
agreed to send the appendix to IFAC’s Small and Medium-Sized Practitioner 
Task Force for the task force to adapt and issue. 
 

5. Moderate Assurance 
The board discussed the draft document and in particular whether there are 
inconsistencies and a lack of clarity in some of the wording of ISA 100, 
“Assurance Engagements”. It also discussed the question of how the 
practitioner should report on a moderate-level engagement. The board 
considered whether to allow both positive and negative assurance, but 
believed that this would be too confusing at a generic level. Accordingly, the 
board decided that the document should require negative assurance 
(“nothing has come to our attention”) for moderate-level engagements 
except to the extent that standards dealing with specific topics allowed or 
required the use of positive assurance. The task force was asked to consider 
the board’s views and to bring an amended exposure draft to the next 
meeting. 

 

 

6. Audit Risk Model 
The board discussed the draft standards presented with the agenda papers. 
Mr Fogarty reported that the draft documents have been reviewed by Public 
Oversight Board and the US Auditing Standards Board and although there 
are still some issues to be addressed by the subcommittee, there was 
substantial approval for going forward with the project. The most significant 
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remaining issues relate to more guidance on extent and better linkage of 
risks at the assertion level and procedures. 
 
The board discussed the documents in detail and made suggestions to be 
incorporated in the next versions. The board also indicated that there would 
be a need to explain very carefully what the changes were and how the 
board expected auditors to adopt them. It believed that there should be a 
strategy for issuing and explaining the documents to make sure that auditors 
around the world knew how they would be expected to implement them. It 
believed this to be particularly important for small and medium-sized 
practitioners. The board asked the task force to bring the exposure drafts to 
the next meeting for approval, together with explanatory material. 
 

7. Compliance with International Financial Reporting Standards 
The board discussed the draft document that was presented with the agenda 
papers. It decided that the document should deal only with compliance with 
International Financial Reporting Standards (IFRSs) and should not attempt 
to deal with bases of accounting other than IFRSs or a national financial 
reporting framework. 
 
The board considered the position where financial statements were prepared 
in accordance with a national financial reporting framework but also 
mentioned in the notes compliance with IFRSs. The board believed that 
even if the auditor was reporting only on compliance with the national 
financial reporting framework it was necessary to issue a qualified opinion 
if the notes to the financial statements gave misleading information about 
compliance with IFRSs. 

 

 

8. Strategy and Planning 
The board considered the structure of the standards it will issue, and in 
particular whether it believed that audits and reviews of historical financial 
statements should be seen as examples of an assurance engagement or 
whether they should be regarded as engagements unique to themselves. The 
board decided that they were types of assurance engagement, but had 
special characteristics such that separate series of standards were needed to 
deal with audits and reviews of financial statements and with other 
assurance engagements. 
 
The board discussed its revised draft terms of reference and suggested 
changes for the IFAC Board to consider. It also discussed the documents 
dealing with the types of document to be issued. It agreed that the preface to 
ISAs would need to be revised to take into account the changes to the 
IAASB’s constitution and operating procedures, and that the preface and 
supporting documents should be issued as an exposure draft for public 
comment before being finally approved. 
 
The board approved the commencement of projects dealing with ISA 320 
“Audit Materiality”, ISA 540 “Audit of Accounting Estimates”, and ISA 700 

 



 8. Strategy and Planning  

 

“The Auditor’s Report on Financial Statements”. It requested that enhanced 
project proposals be developed and agreed these would be reviewed with 
CAG at its next meeting scheduled for October 2002. It asked for further 
work on the project proposal for comfort letters in initial public offerings, 
and it instructed staff to discuss with the Center for Continuous Auditing at 
Texas A&M University the extent to which its work program would be 
addressing the issues identified in the IAASB’s project proposal. Further 
reports on these two possible projects will be made at a future meeting. 
 
9. Acknowledgements and Closing 
Mr Mertin thanked the members for their efforts and closed the meeting. 
 
 


