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Proposed federal legislation will 
expose the extent to which 
companies are managing the risks  
of human rights violations among 
their supply chains. 

The proposed legislation, HR 2759,  
the Business Transparency on Trafficking 
and Slavery Act, will require companies 
to disclose in their annual reports to the 
Securities and Exchange Commission 
(SEC) their efforts to identify and 
address the risks of forced labour, 
slavery, human trafficking and the  
worst forms of child labour. 

The bill was introduced on 1 August 
2011 and is in the early stages of its 
legislative journey. If it passes into law  
it will apply to all companies with 
annual worldwide gross receipts of  
over US$100m that file annual reports  
to the SEC, whether publicly-traded  
or private.

The Act would also require a company’s 
suppliers to certify that materials used 
in the manufacture of their products 
comply with the law, in the countries 
where they operate.

Companies would be required to make 
disclosures stating the extent to which:

•	 Policies and internal accountability 
standards are in place

•	 Product supply chains are verified

•	 Suppliers are audited, including 
whether independent and 
unannounced

•	 Management and procurement 
systems of suppliers are assessed

•	 Employees are trained and suppliers’ 
recruitment practices comply with 
company standards

•	 Remediation is provided to victims

As well as disclosures being made public 
through annual reports submitted to the 
SEC, companies will need to disclose the 
information on the home page of their 
website via a link to their policies. This 
step will make companies increasingly 
transparent about their efforts to 
eradicate violations of human rights.

CSR

New EU strategy 
2011-2014 published

US

Call for clarity  
on human rights

The European Commission’s new 
strategy for corporate social 
responsibility (CSR), issued on  
25 October 2011, promises legislation 
to promote an across-the-board 
improvement in disclosure of social 
and environmental performance.

Defining CSR as “the responsibility of 
enterprises for their impacts on society”, 
the commission recognises that a growing 
number of European enterprises are now 
providing social and environmental 
information. But it notes that only 2,500 
of the EU’s 42,000 large companies 
currently publish CSR or sustainability 
reports and promises to introduce 
legislation under the Single Market Act 
covering “the transparency of the social 
and environmental information provided 
by companies in all sectors”.

The commission warns that with 
non-financial disclosure requirements in 
some countries going beyond existing 
EU legislation, compliance costs may be 
an issue for companies operating in 
more than one member state. The paper 
highlights developments in 

internationally-accepted frameworks, 
including the GRI, and the IIRC’s work 
on integrated financial and non-
financial reporting as key goals.

Work is already under way on an  
impact assessment of the commission’s 
legislative options, which will include a 
competitiveness proofing and SME test. 
A policy to promote a common life-cycle 
based methodology for measurement, 
benchmarking and disclosure of 
environmental performance is also  
in the works.

A workplan for developing and 
implementing the EU’s CSR strategy will 
be published by the end of 2011. In the 
meantime, the commission has called  
on business leaders in all sectors to 
make public statements before mid 2012 
of their commitment to introducing 
responsible business conduct among EU 
enterprises. A major review of progress 
is promised before mid 2014.

www.ec.europa.eu/enterprise/
newsroom/cf/itemlongdetail.
cfm?item_id=5511
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The Singapore Exchange (SGX)  
has introduced a voluntary guide  
to sustainability reporting for its 
listed companies, which is the first  
of its type from an Asian securities 
exchange. Aimed at newcomers  
to the practice, the guide outlines 
general principles to help companies 
draw up their approach to 
sustainability reporting.

Singapore’s revised corporate 
governance code identifies the 
consideration of sustainability issues, 
including environmental and social 
factors, as a key aspect of the board’s 
strategic role. But most Singapore 
companies do not yet produce 
sustainability reports, with SGX  
citing cost concerns, scope and lack  
of information as possible causes.  
The guide aims to start listed  
companies on their way.

“The sustainability reporting guide  
is the first step for listed companies  
who are new to sustainability reporting.  
A few are already practising and 
reporting fully on sustainability 
matters,” said Magnus Böcker, SGX  
CEO. “Among them are even some 
award-winners. With time, more SGX 
companies will join the ranks of those 
with international acclaim.” 

In keeping with Singapore’s 
international outlook, the guide 
encourages companies to consider 
adopting internationally accepted 
reporting frameworks, and the  
Global Reporting Initiative (GRI) 
Sustainability reporting guidelines  
in particular. While sustainability 
reporting remains voluntary in 
Singapore, SGX recognises that  
growing local and global interest  
may lead to mandatory requirements  
in the future.

A new FEE guide to the most widely 
used sustainability frameworks calls 
for a common methodology for 
selecting relevant environmental, 
social and governance (ESG) indicators.

The Federation of European 
Accountants (FEE) has issued an 
analysis of the five most influential 
sustainability reporting guidance 
documents used by companies to 
identify and use ESG indicators, key 
performance indicators and reporting 
principles. In the absence of a globally 
recognised standard, the FEE identifies 
a “need for a commonly agreed 
methodology on how to use the various 
guidance documents to meet 
stakeholders’ needs”.

While the FEE guide does not present 
such a methodology, it recommends four 
equally important criteria for choosing 
ESG indicators: relevance, materiality, 
consistency and reliability. Taking this 
approach will help reporters include all 
relevant and material KPIs, whichever 
framework is followed.

SINGAPORE

Stock exchange  
issues 
sustainability 
reporting 
guidelines

SUSTAINABILITY REPORTING

Guide to sustainability 
frameworks
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The frameworks summarised in the 
report are: 

•	 Accounting for Sustainability  
(A4S) – The Prince’s Accounting  
for Sustainability Project – 
Connected reporting framework, 
which has links with the 
International Integrated Reporting 
Committee’s proposed integrated 
reporting framework

•	 Deutsche Vereinigung für 
Finanzanalyse und Asset 
Management (DVFA) – KPIs for ESG

•	 Global Reporting Initiative (GRI) 
– Sustainability reporting guidelines

•	 European Academy of Business in 
Society (EABIS) – Sustainable value

•	 United Nations Conference on  
Trade and Development (UNCTAD) 
– Guidance on corporate responsibility 
indicators in annual reports.

www.fee.be/publications/default.
asp?library_ref=4&content_ref=1392
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The Global Reporting Initiative (GRI)  
is considering the comments it has 
received on its initial consultation  
on the fourth generation of the GRI 
sustainability guidelines. The feedback 
will be an important part of the 
development process and covers 
fundamental issues, such as the reasons 
for sustainability reporting, minimum 
content of a GRI sustainability report 
and reporting formats. 

The GRI is one of the stakeholders 
involved in the development of a 
broader integrated reporting framework 
with the International Integrated 

The International Organisation for 
Standardisation (ISO), the world’s 
largest developer of voluntary 
international standards, and the GRI 
signed a Memorandum of Understanding 
(MoU) to increase their cooperation on 
5 September 2011. One of the objectives 
of the GRI’s G4 guidelines is to harmonise 
with the other main sustainability  
and reporting frameworks, including 
ISO 26000, which gives guidance on 
social responsibility.

The cost of producing group luxury 
sport and lifestyle brands is to be 
reported in an environmental profit and 
loss account (EP&L) by 2015, according 
to the brands’ owner PPR Group. 

Having taken the lead with its Puma 
brand (see page 10), the initiative will  
be implemented across brands such as 
Gucci and Yves Saint Laurent to give  
an across-the-board analysis of the 
environmental impact and monetary 

GLOBAL REPORTING INITIATIVE

GRI is considering initial 
comments on its G4 guidelines

INTERNATIONAL ORGANISATION FOR STANDARDISATION

ISO and GRI sign cooperative agreement

PPR GROUP

Counting the environmental impact

Reporting Committee. G4 is intended  
to be a useful building block for those 
moving towards more integrated 
reporting and aiming to give 
stakeholders a more holistic view of 
their performance. 

The GRI has been running a series of 
workshops and events to enable people 
to provide feedback. A first draft of G4 is 
being developed by a working group and 
will be available for public comment in 
2012. The final draft is expected to be 
ready for approval by GRI’s governance 
bodies in late 2012, before the planned 
launch in 2013.

The GRI was one of the 42 public  
and private sector organisations  
that participated with the 
representatives of 99 ISO member 
countries in its development.  
Following the launch of the standard, 
GRI published a document on how  
to get the best out of ISO 26000 in 
conjunction with its guidelines –  
GRI and ISO 26000: How to use the  
GRI guidelines in conjunction with  
ISO 26000.

valuation linked to production and sales 
of all the group’s luxury sport and 
lifestyle brands.

“An EP&L helps to reveal the cost of 
business to nature and in order to 
manage and reduce our environmental 
impacts, we need to measure them,” 
said Jochen Zeitz, chief sustainability 
officer, PPR. “A group EP&L will help us 
pinpoint and understand our issues so 
that we can set clear targets against 

“�G4 needs to reflect stakeholders’ 
needs,” said Nelmara Arbex, GRI 
deputy chief executive. “This is why 
GRI develops its guidelines through 
a multi-stakeholder process. Public 
comment periods are crucial parts 
of this development, and workshops 
are a great way to gather feedback. 
We encourage people to sign up for 
events and have their voices heard!”

For information on events and workshops 
around the world, see the GRI website.

www.globalreporting.org 

The MoU is intended to leverage the 
activities of the two organisations 
related to sustainable development  
and reporting by business. The increased 
collaboration will include sharing 
information on ISO standards and GRI 
programmes, teaming up with other 
partners, participating in the development 
of new and revised documents, and joint  
promotion and communication.

www.iso.org

them to operate on a more sustainable 
level across all areas of the business.”

PPR is ramping up its sustainability 
resource to support the brands during 
the group EP&L implementation stages. 
The addition of an energy management 
specialist and conservation and 
ecosystem services specialist will help 
identify opportunities to reduce the 
carbon footprint.
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Financial reporting News

ACCA

Global reporting standards 
gain popularity

According to the survey respondents – 
163 CFOs and investors from the US, 
Europe, Asia and the Middle East – the 
financial woes of the past few years have 
served to improve their perception of 
global standards. Over half (52%) now 
support IFRS, with a majority believing 
the benefits outweigh the costs of 
implementation. More than 40% of 
respondents said that IFRS has improved 
access to capital, with about a quarter 
saying adoption has lowered costs. 

The survey, Towards greater convergence 
– Assessing CFO and investor perspective 
on global reporting standards, was 
undertaken by the Association of 
Certified Chartered Accountants (ACCA) 
in the summer of 2011. The findings 
were published in October. The ACCA is 
urging the US Securities and Exchange 
Commission (SEC) to take note of the 
findings ahead of delivering its verdict 
on IFRS.

“The growing support among CFOs and 
investors for global standards must be 
considered by the SEC as it considers its 
decision about whether the US should 
adopt IFRS,” commented Helen Brand, 
chief executive of ACCA. “We believe  
a positive answer from the SEC would 
give a tremendous boost to the cause  
of financial reporting and, more 
importantly, the world economy.”

The research found increasing familiarity 
with global standards is breaking down 
resistance to their implementation.  
In addition, 60% of respondents see 
international standards as facilitators  
of more consistent regulation.

Support for global standards for accounting, audit and non-financial reporting is on the rise, with 
standards such as IFRS now viewed more positively than before the economic crisis, according to a  
recent survey of CFOs and investors.

When asked for their views on the  
value of global standards for audit, 
investors voiced the strongest support, 
with 44% seeing benefits from a move  
to International Standards of Auditing 
(ISAs) in terms of quality and cost. 
Among CFOs, only 27% were 
supportive, with 49% saying they  
see little or no benefit.

Appetite for non-financial 
reporting
Rising demands from investors and 
customers for greater disclosure is 
fuelling an appetite for global standards 
in non-financial reporting. Far more 
CFOs (37%) believe standards will 
improve non-financial reports, such as 
those on corporate social responsibility 
and environmental risk, than the  

9% who think otherwise. Further, 
respondents see global standards  
on non-financial reporting as a tool  
that could contribute to the better 
management of environmental risk.

There is also a clear recognition of  
the potential benefits of integrated 
reporting, with more than two  
thirds of those surveyed saying  
there is much to be gained – both  
in terms of better decision-making  
(39%) and a more accurate picture  
of overall performance (28%)  
from the presentation of financial, 
governance and sustainability 
information in an integrated report.

www.accaglobal.com
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The International Accounting Standards 
Board has a number of priority projects 
on its convergence agenda with the US 
Financial Accounting Standards Board 
that are proving difficult to conclude. 
Despite having a target date of June 
2011 for completion of these projects, 
final standards are still some way off.

Lease accounting
The reform of lease accounting has  
been through a long process, with an 
exposure draft issued in August 2010. 
The IASB’s objective was to issue a final 
standard by June 2011, but the IASB 
encountered a number of problems 
during 2011, leading to their decision in 
July 2011 to re-expose the document. It 
seems likely that the basic proposition – 
that all leases should be on balance 
sheet for lessees – will survive. However, 
the boards are still debating a number of 
important details, such that it is difficult 
to predict the nature or timing of the 
final standard with any confidence. The 
exposure draft is now scheduled for the 
first half of 2012, with a final standard 
by the end of 2012. A likely application 
date seems to be 2015 at the earliest.

Revenue recognition
The story with revenue is similar.  
Again, the target was to issue a standard 
by June 2011, but it was not to be.  
The IASB issued a new exposure draft  
in November 2011, with a view to 
delivering a final standard by the end  
of 2012. The core revenue recognition 
model and scope have not changed  
from the June 2010 exposure draft, 
although various proposals on how to 
apply that core principle have now  

At the request of the IASB, the Scottish 
and New Zealand Institutes of Chartered 
Accountants recently published Losing 
the excess baggage – reducing disclosures 
in financial statements to what’s 
important. Weighing in at a wonderfully 
ironic 138 pages, this report tries to 
establish a high threshold before 

been included. Again application looks 
likely to be around 2015.

Financial instruments
The development of a standard to 
replace IAS 39, Financial instruments: 
Recognition and measurement, is also a 
major project for the IASB. IFRS 9, 
Financial instruments (the new 
standard), is being developed in stages. 
The first part – dealing with classification 
and measurement of financial assets and 
liabilities – is in place. The second and 
third parts – on impairment and hedge 
accounting – have been issued as exposure 
drafts but are still not finished. 

The question of impairment of financial 
assets has been very much in the 
spotlight recently in connection with 
holdings by banks and insurers of Greek 
government debt. 

The current situation is that the IASB 
continues to work on trying to convert 
the proposals on impairment and hedge 
accounting into further parts of IFRS 9. 
These are difficult technical challenges. 

disclosures are necessary, and seeks to 
approach materiality in a different way.

This is certainly a topical issue. The 
forthcoming revenue standard, for 
example, includes very extensive 
disclosures and this has been true of 
many new or revised standards recently. 

Hedge accounting is being split into  
two aspects: general hedge accounting 
and ‘macro hedge accounting’, with  
the former, which applies to most 
companies, being finalised first. Macro 
hedge accounting is something that 
primarily affects financial institutions. 

There are three other projects relating to 
financial instrument accounting. One is 
the measurement of fair value, on which 
IFRS 13, Fair value measurement, was 
issued in May 2011. This applies to any 
items that are measured at fair value, not 
just financial instruments. The second is 
a project on asset and liability offsetting. 
The IASB has decided not to make any 
substantive changes other than to 
enhance disclosures to allow users to 
understand the differences between  
IFRS and US GAAP on the offsetting of 
derivative contracts. And finally, the 
IASB did some work recently on the 
distinction between debt and equity. 
However, this is not currently scheduled 
for any further work. 

www.ifrs.org

The IASB has recognised this – in the 
new agenda consultation (see page 15), 
they float the idea of a presentation and 
disclosure framework. 

One of the challenges is to reduce the level 
of disclosure while keeping accounting 
information relevant and useful. 

IFRS

New standards still some way off

IFRS

Disclosure reductions and increases
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Segment reporting by FTSE 350 companies

Results show a greater focus on reporting external drivers and financial performance by segment. 
But there is room for improvement in other areas of the PwC integrated reporting model, where a 
group level focus is more prevalent.

Source: PwC 

Companies’ segment reporting lacks 
clarity and depth of insight, according to 
PwC research, which means that 
investors often don’t have the evidence 
they need to assess whether management 
is making the right resource allocation 
decisions to meet current and future 
challenges and opportunities. Investors 
say that segment reporting is the 
“biggest gap” in the information set 
provided by companies today. 

“�Investors look to alternative sources 
of information to help them assess 
group performance and future 
potential,” said Alison Thomas, 
former analyst, and PwC corporate 
reporting director. “The bottom line 
is that share valuations and capital 
availability can suffer. Investors see 
segment reporting as an essential 
building block for all valuations’ 
analysis. It is the area that offers the 
greatest opportunity for management 
teams to show how their approaches 
and skills differ from those with 
competing offerings.”

Ms Thomas adds that when you ask 
investors what they want from corporate 
reporting, two themes come up again 
and again. First, investors want to know 
what evidence there is that management 
is spending capital wisely. Second, they 
ask whether management is providing 
sound data – financial (underlying 
performance, cash, capital returns, etc) 
and non-financial (KPIs, market trends, 
risks, etc) – so that investors can make 
confident forecasts about the company’s 
prospects. In most cases, such analysis 
only makes sense if each business 
segment is analysed separately.

Our survey shows that 43% of FTSE 350 
companies go deeper than high-level 
summaries to provide segment-specific 
insights – either by business, product, 
service or geography – into external 
market drivers. However, 37% fail  
to provide any insights into their 
company’s priorities by segment and 
42% do not explain how strategy 
execution and value creation differ by 

SEGMENT REPORTING

Investors want clarity and 
depth of insight

segment. Only 19% offer any 
information on business risks affecting 
specific segments of their business.

The lack of cash flow information by 
segment is striking – reported by only 
6% of companies. Just over half of 
companies disclose some KPIs by 
segment as evidence of operational 
performance for the business unit. 

While 87% offer high-level information 
by segment on underlying drivers of 
revenue or profits (such as volumes, 
pricing, currency, acquisitions), perhaps 
by including it in narrative discussions, 
only one third of these companies 
comprehensively quantify their impact 
on performance.

When segment information fails to  
give investors the information they  
need to analyse performance for 
forecasting purposes, Ms Thomas 
reports that it raises uncomfortable 
questions about the quality of 
management information used 
internally for decision-making. 
Inconsistencies between descriptions  
of segments within the annual report 
and accounts do not help. In the survey, 
8% of companies provided segment 
information in the narrative that  
was at odds with the operating  
segment performance presented  
in the financial statement notes. 
Differences mainly arose in the 
underlying financial numbers or  
the segmentation presented.

External drivers

Strategy

Risks

Business operations

Measurement of success

Performance fundamentals
 – cash

Sustainability

% of companies

0 20 40 60 80 100

Performance fundamentals
 – revenue and profit

Comprehensive segment reporting

Some segment reporting

No segment reporting

Financial R
eporting – N

ew
s



42	 PwC

The Asian-Oceanian Standard-Setters 
Group (AOSSG), representing 25 
national standards-setting 
organisations, has set out its vision for 
continued IFRS adoption in the region.

In A driving wind for IFRS from Asia-
Oceania, the AOSSG details its work  
to date and future plans. Much of the 
AOSSG’s work so far has focused on 
improving communications between its 
member organisations and representing 
their views in consultations with the 
International Accounting Standards 
Board (IASB). Future plans include 
intensifying AOSSG engagement with 
the IASB at the same time as it expands 
membership and promotes further 
understanding and consistent 
application of IFRS across the region.

The AOSSG was established in 2009  
to represent the region’s jurisdictions  
in a global standards-setting debate  
largely dominated by US and European 
participants. Its 25 national members 
cover diverse economies – including 
Dubai, Iraq and Saudi Arabia in the 
Middle East, Australia and New Zealand 
in Oceania, Singapore, Vietnam, 
Indonesia and Malaysia in Southeast 
Asia, as well as Japan, China, Hong 
Kong and India.

Around 80% of AOSSG members are  
in the process of implementing IFRS  
and are facing challenges including 
difficulties in application and practice,  
a lack of technical expertise, lack of 
support from the community, financial 
constraints and language barriers. The 
AOSSG says it would consider assisting 
the IASB in post-implementation 
reviews in order to identify and address 
implementation issues. 

A key goal for the AOSSG is to become a 
major regional voice in global standards-
setting, shifting the focus of debate 
towards issues facing the emerging 
economies it represents. It is therefore 
eager to cooperate with the IFRS 
Foundation’s liaison office, due to be  
set up in Tokyo in 2012.

www.aossg.org/docs/About_Us/
Vision_Paper.pdf

A recent announcement in Japan that 
companies would be given a five to 
seven year preparation period from 
the date of any decision to make 
adoption of IFRS mandatory, implies  
a one to three year delay from the 
existing IFRS roadmap. 

The announcement was made by Japan’s 
financial services minister, Shozaburo 
Jimi, at a recent meeting of the Business 
Accounting Council (BAC) hosted by the 
Financial Services Agency (FSA). Under 
the existing roadmap, IFRS is scheduled 
for adoption by 2015/2016. 

Shozaburo Jimi’s views do not constitute 
a formal announcement by the BAC or 
the FSA. The BAC continues to deliberate 
whether or not to adopt IFRS, and the 
timetable to be followed. A formal 
announcement is expected in 2012. 

The discussion around a delay in 
mandatory adoption comes amid 
pressure from Japan’s business 
community to extend the deadline in the 
aftermath of the March 2011 earthquake 
and tsunami, to ease the additional 
burden that would be placed on 
companies impacted on by the disaster. 

Voluntary adoption of IFRS has been 
permitted for listed companies in Japan 
since 2009, and many companies have 

JAPAN 

Pressure to extend 
the IFRS timeline

already started preparing for the 
planned transition to IFRS. The reaction 
to Shozaburo Jimi’s words from most 
leading companies has been to either 
continue with preparations as previously 
planned (keeping the option to adopt 
IFRS voluntarily in the 2015/16 time 
frame), or perhaps most commonly,  
to keep momentum going but over an 
extended period of time to allow for  
a steadier paced build-up towards 
adoption of IFRS. 

“�The consensus among the business 
community seems to be that 
mandatory adoption of IFRS is  
still coming,” said Hitoshi Kiuchi, 
the leader of Accounting Consulting 
Services at PwC in Japan.  
“The reluctance to lose momentum 
in transition projects, despite  
the announced delay, applies 
particularly to those companies that 
have taken the opportunity to align 
their transition to IFRS with other 
business initiatives, such as system 
and process change.” 

While the most likely adoption scenario 
seems to be a slightly delayed timeline 
along the lines of that put forward by 
Shozaburo Jimi, the US situation is still 
being closely monitored and the path 
ultimately chosen by the US could result 
in further changes to Japan’s roadmap.

Asia-Oceania 

Standards setters 
plan stronger 
regional focus
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Recent proposals to financial reporting 
requirements in New Zealand will result 
in fewer companies there preparing 
their annual reports under International 
Financial Reporting Standards (IFRS). 

The introduction of a tiered approach  
to accounting is similar to that being 
proposed in the UK and elsewhere. 
However, what separates the proposals 
being put forward by the External 
Reporting Board (XRB) is that there  
is currently one set of sector-neutral 
standards in use by listed and unlisted 
companies, public sector and not-for-
profit entities, based on IFRS.  
Under the proposed new financial 
reporting framework, public sector  
and not-for-profit-entities will have to 
report under accounting standards 
based on International Public Sector 
Accounting Standards (IPSAS).

The Ministry of Corporate Affairs (MCA) 
has mandated the use of XBRL for the 
filing of audited financial statements by 
certain Indian companies, to include 
those listed on any stock exchange in 
India and entities with a specified 
amount of capital and turnover.

The MCA made the announcement in 
March 2011, with a deadline for 
implementation of November 2011. “The 
short deadline for companies to prepare 
for implementation is causing concern 
among affected companies,” commented 

The Malaysian Accounting Standards 
Board (MASB) has issued an exposure 
draft detailing its proposed IFRS-
compliant financial reporting framework 
and has reaffirmed its plan to fully 
converge with IFRS on 1 January 2012.

“Accounting professionals and non-private 
entities are advised not to delay their 
preparations to converge with IFRS,” said 
Mohammad Faiz Azmi, MASB chairman 

These proposals represent the most 
significant change in financial reporting 
since the New Zealand decision to adopt 
IFRS in 2005. 

Although the tiered framework will have 
little impact on domestic listed companies, 
others such as large subsidiary companies 
with an overseas parent will have the 
option of moving to a reduced disclosure 
framework. Smaller subsidiaries of 
overseas companies will need to look  
at the new requirements more carefully 
as some may find the requirements for 
local GAAP financial statements or an 
audit no longer exist.

“Although some entities will welcome 
the introduction of reduced disclosures, 
or not having to produce general 
purpose financial statements, those 
companies could find themselves 

Debdas Sen, executive director at PwC in 
India. “Since the MCA’s mandate affects a 
large number of companies, this concern 
is quite widespread.”

The Ministry has also mandated that  
for the first year of implementation the 
XBRL financial statements will need to 
be certified by a professional, such as a 
chartered accountant, company 
secretary or cost accountant.

“Indian regulators are following the  
lead of their counterparts in countries 

INDIA

Following the XBRL lead

NEW ZEALAND

Backtracking on sector-neutral standards
disadvantaged,” commented Michele 
Embling, PwC partner in New Zealand. 
“Banks and others in the financial 
reporting supply chain will still want  
to see transparent reporting of an 
entity’s financial health if they are to 
invest in it.

“We are generally supportive of the 
proposed changes as it is clear that  
the current ‘one size fits all’ approach 
to accounting standards in New Zealand 
is not sustainable in the long term, 
particularly when the underlying 
standards (IFRS) are developed for  
the capital markets, rather than the 
public sector.”

www.pwc.com/nz/en/ifrs/ifrs-in-
brief-september-2011-for-profit-
entities.jhtml

such as the US and UK, which have 
already recognised the reduced  
manual effort and greater accuracy  
that XBRL can bring to corporate  
reporting,” continued Mr Sen.  
“XBRL also has the potential to  
become the standard for internal 
financial reporting. By reducing  
the time for data collation and 
reconciliation, XBRL can leave  
more time for data analysis.”

www.mca.gov.in/xbrl/sitemap.html

MALAYSIA

IFRS adoption on track
and PwC partner. “In fact, non-private 
entities should have already developed 
and implemented a formal transition plan. 
On an individual level, all accounting 
professionals must make a personal 
commitment to be conversant with the 
new IFRS-compliant framework.” 

Malaysia’s existing framework is virtually 
the same as the IFRS framework except for 
IAS 41, Agriculture, IFRIC 15, Agreements 

for the construction of real estate, 
different effective dates and additional 
transitional provisions in a limited 
number of standards. The MASB said it 
will deal with entities affected by IAS 41 
and IFRIC 15 separately. For all other 
entities, the MASB does not expect a 
significant impact to arise from full 
convergence with IFRS.

www.masb.org.my
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New rules on foreign companies  
and new criteria to allow an audit 
exemption for small companies 
feature in proposed reforms to 
Singapore’s regulatory regime, issued 
by the Ministry of Finance (MoF)  
and the Accounting and Corporate 
Regulatory Authority (ACRA).

ACRA’s recommendations on the 
regulatory framework for foreign 
entities include a streamlining of 
registration requirements and 
procedures to make registration easier. 
At the same time, foreign entities will 
have to provide more financial 
information, bringing their 
requirements into line with those of 
locally-incorporated companies.

Small companies will qualify for the 
exemption if they meet two of three 
criteria: a turnover of less than S$10m; 
gross assets of less than $10m; and no 
more than 50 employees. Dormant 

From 1 January 2012 all listed  
and significant public interest  
entities in Nigeria will be required  
to report under IFRS. While many  
of these entities have already 
commenced their conversion  
process, it remains a daunting  
reality for those tasked with  
financial reporting in Nigeria. 

The time frame for IFRS adoption in 
Nigeria has been relatively short. 
Although some speculated initially  
that IFRS adoption would be delayed  
as a consequence, the staged adoption 
roadmap has not been amended since  
it was officially announced by the 
Nigerian Accounting Standards  
Board (NASB) in 2010. The NASB has 
since been replaced by the Financial 
Reporting Council (FRC) as the 

SINGAPORE

Review proposes new rules 
for foreign companies 

NIGERIA

Nigeria adopts IFRS

companies that are not part of a group 
will also be exempt.

The proposals were published for 
consultation in June 2011 following a 
major MoF review of Singapore’s 
Companies Act. New rights for indirect 
investors also feature among the report’s 

217 recommendations. Nominee 
companies and investors using the 
Singapore Central Provident Fund will 
be allowed to appoint multiple proxies 
to attend, speak and vote at general 
meetings, subject to qualifying criteria.

www.mof.gov.sg

country’s standard setting body through 
the signing into law of The Financial 
Reporting Council of Nigeria Act 2011. 

In Nigeria, a number of laws and 
regulations covering financial reporting 
overlap and are inconsistent with one 
another. Regulatory bodies, such as  
the Central Bank of Nigeria and the 
National Insurance Commission, also 
place financial reporting requirements 
on regulated entities, often prescribing 
formats and disclosures in financial 
statements that may not conform  
with IFRS. However, with the  
recent establishment of the FRC,  
the enforcement of IFRS is now vested 
in one body – the act aims to bring  
all financial reporting, auditing and 
corporate governance regulations 
together under one umbrella. 

Other challenges Nigeria faces with its 
IFRS implementation include: the 
shortage of sufficiently skilled accountants 
and auditors; the integration of IFRS  
into tertiary education courses; and the 
inadequate technical knowledge of users 
of financial statements. Another major 
concern remains the tax considerations  
of the conversion. The tax effect of IFRS 
adjustments, as well as some accounting 
profits and losses (such as fair value 
movements) are not currently specifically 
dealt with in the tax legislation. 

To help understand more of the  
detail behind the challenges, PwC has 
produced a publication summarising  
the key differences between IFRS and  
Nigerian GAAP. For a copy, please email  
Berna Buys (Berna.buys@za.pwc.com) 
or Tony Oputa (tony.oputa@ng.pwc.com). 
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UK

Reporting 
formats 
ripe for 
experiment
An environment where corporates and 
investors can come together to develop 
pragmatic solutions to today’s reporting 
needs has been launched in the UK.

The Reporting Lab is the brainchild  
of the UK Financial Reporting Council  
(FRC). Its aim is to foster dialogue 
between preparers and users of 
corporate reports and encourage debate 
on how the effectiveness of reporting 
can be improved. 

The FRC explains that those who 
prepare corporate reports express 
frustration with the “complexity and 
overlapping requirements of the  
current regime” and want to improve 
the reporting framework to achieve  
a “significant step change in  
disclosure practice”. 

Experimentation is encouraged. 
Companies can use the Lab to test new 
reporting formats with investors, and 
investors can indicate areas where 
management can add greater value 
through the information they provide.  
The FRC is optimistic that lab users  
will develop practical, evidence-based 
innovation in corporate reporting and  
audit committee reports. 

The FRC is acting purely as a facilitator 
for the lab, the agenda being driven by 
its participants. However, a steering 
group has been established to oversee 
the lab’s activities. It will contribute 
ideas for discussion and high-level 
direction on its projects, as required.

Projects suggested to date include: 
improvements to the notes to the 
accounts, a review of the effectiveness  
of elements of narrative reporting  
and governance information, and 
materiality of specific disclosures.

Further information can be found at 
www.frc.org.uk

The Sharman Panel of Inquiry, 
established under the Financial 
Reporting Council (FRC) to consider 
going concern and liquidity risks,  
has published its preliminary report 
and recommendations.

The Inquiry was borne out of concern 
over the quality of information that 
companies provide on their financial 
health and their robustness to trading 
difficulties encountered as a result  
of the financial crisis. Its aim was  
to consider what lessons companies  
and auditors could learn from the 
economic woes and to recommend 
measures that could improve the 
existing reporting regime and  
guidance available to them.

The main recommendations from the 
inquiry were: 

•	 The purpose of the going concern 
assessment and disclosure process  
in accounting standards and the 
Corporate Governance Code should 
be harmonised and clarified.

•	 The going concern assessment  
should focus on solvency risks as  
well as liquidity risks, whatever  
the type of business.

•	 The going concern assessment  
should include stress tests of  
liquidity and solvency.

•	 A move away from the current model 
where the company only highlights 
going concern risks when there are 
significant doubts about the entity’s 
survival, to one which integrates the 
directors’ going concern reporting 
with the directors’ discussion of 
strategy and principal risks.

•	 A move away from the current ‘three 
category model’ for auditor reporting  
to an explicit statement in the auditor’s 
report that the auditor is satisfied that, 
having considered the assessment 
process, the auditor has nothing to add 
to the disclosures made by the directors.

•	 The FRC should establish protocols 
with other authorities in the UK to 
allow the review of circumstances 
and learning of lessons when 
significant companies fail.

The panel also considered whether 
banks should be treated differently. It is 
now asking for views on whether there 
should be a separate disclosure regime 
for banks and their auditors in relation 
to going concern matters and whether 
they should be subject to a separate 
financial reporting and auditing regime.

The FRC’s preliminary recommendations 
are open to comment until 31 December 
2011. The FRC expects to finalise its 
recommendations early in 2012.

UK

Recommendations on 
going concern and 
liquidity risk disclosure
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In a survey of more than 400 analysts 
and investors from around the world, 
almost half said they believe that 
companies frequently disclose material 
information in one-on-one meetings. 

Although one-on-one meetings are 
common practice between company 
executives and investors/analysts, there 
is a blurred line over whether the 
information disclosed could be 
construed as price-sensitive. Some 47% 
of analysts and investors questioned in 
the RSM global analyst and investor 
survey agreed (or slightly agreed) with 
the suggestion that “companies 
frequently disclose material information 
in one-on-ones”. However, there was no 
clear distinction between the responses 
from sell-side and buy-side.

A panel of investors and analysts has 
given its view of the current reporting 
framework and described where they 
think ‘quick fix’ improvements can be 
made to help users get a fuller picture  
of a company’s financial health.

The panel was made up of members  
of the Corporate Reporting Users’  
Forum (CRUF) – a discussion forum of 
professional analysts and investors from 

SURVEY

Material information frequently 
disclosed in one-on-ones

CRUF

What’s keeping investors awake at night?

Regulation on the release of corporate 
information varies from country to 
country and it is hard for regulators  
to enforce the rules. Partly, this is due 
to the lack of clarity around what is 
inappropriate behaviour, but also 
because they have limited knowledge  
of what goes on behind closed corporate 
doors. In the US for example, there is 
strict regulation around the release of 
corporate information, and this is 
reflected by the number of US investors 
(8% lower than globally) who say they 
have received material information.  
The percentage in Asia is 10% higher 
than average – which could be 
attributed to investors’ dependence  
on one-on-one meetings because of a 
generally lower level of transparency  
in public disclosure in the region.

Regional differences exist around the 
question of transparency: that is, when 
companies hold one-on-one meetings and 
who with. Although 48% said they are 
in favour of more transparency, Asian 
respondents were the most vocal, with 
55% wanting more. European analysts 
and investors expressed the least, with 
40% in favour, while US/Canadian 
respondents sat in the middle, with 48% 
in favour of more transparency.

The survey was conducted by the 
Rotterdam School of Management, 
Erasmus University and PwC between 
28 March and 1 April 2011.

both buy-side and sell-side, speaking  
at the 13th annual Meet the Experts 
conference in London. Among their 
recommendations were:

Segment information
Management should consider whether 
there is anything else it uses to assess 
business performance that could be 
disclosed. For example: revenue 
components, operating profit (or 
similar), operating cash flows, Capex, 
working capital, debt/capital employed.

Net debt reconciliation
Consistency of definition and 
application is needed. Investors  
want to know how debt financing has 
changed over time, whether increases  
in cash are attributable to increases in 
debt. They also want a clear definition  
of what’s in net debt as this often 
provides added insight, for example  
on debt-related derivatives.

Maturity schedules for debt
These disclosures are frequently too 
high level. Investors would like to see an 

explanation of maturity amounts within 
the next year and for each of the next 
five years. Investors would also like to 
see clarity over the reconciliation of  
the maturity schedule amounts to the 
balance sheet.

Pensions disclosures
CRUF panelists would like to see  
more focus on key expense drivers and 
planned cash flows such as: longevity 
assumptions; discount rate and duration 
of obligations; hedging; regulatory  
and other influences on expected cash 
flows. A single table to show changes  
in plan assets and obligations and their 
accounting is their preferred layout  
to show what’s going on within the 
financial statements.

Quality of disclosure
Investors want to know: what’s the  
story being told? Where is the business? 
Where is the cash? What are the tax 
impacts? And what’s management’s 
view of risk?

www.meet-the-experts.org
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US

IFRS still up in the air
The US Securities and Exchange 
Commission (SEC) continues to 
deliberate over whether US entities 
should transition from US GAAP to 
IFRS. The publication of two new papers 
provides evidence that the SEC Staff is 
still gathering insight to support the 
final decision. However this recent 
activity throws further doubt on 
whether a decision will be forthcoming 
before the end of 2011.

The papers were published by the SEC’s 
office of the chief accountant on 16 
November 2011. The first summarises 

the differences between the US GAAP 
and IFRS frameworks, noting that key 
differences still exist between the two 
frameworks. The second paper analyses 
how IFRS is applied in practice. It found 
diversity in how different territories 
apply IFRS, and a need for more robust 
disclosures from some reporters.

The SEC had been expected to announce 
its decision by the end of 2011 on: if, 
when and how the US might adopt IFRS. 
Although some form of decision is still 
expected, rumours now abound on 
whether adoption will take the form  

of a ‘condorsement’ approach 
(somewhere between convergence and 
endorsement) rather than a straight 
switch to international norms. That is, 
US GAAP would remain as the reporting 
framework under the US Financial 
Accounting Standards Board’s remit, 
with IFRS standards not on the IASB’s 
work plan being incorporated into the 
framework over time.

The papers can be downloaded from 
www.sec.gov/spotlight/
globalaccountingstandards.shtml

UK

Financial Reporting Council 
stresses ‘true and fair’
The ‘true and fair’ view has long  
been an important foundation of UK 
accounting standards and law. It was 
exported to Europe, found its way  
into the EU 4th directive, was then 
re-imported into the UK and is now set 
out in the Companies Act 2006. Hence 
UK directors and auditors both sign  
off in terms of ‘true and fair’. The IFRS 
literature refers to ‘fairly present’ but  
the two are regarded as synonymous  
for all practical purposes. 

Despite this, the notion of ‘true and fair’ 
is not so well established or understood 
outside the UK. Arguably, it is not as  
well established within IFRS as it is 
within UK GAAP. With that in mind  
the Financial Reporting Council has 
issued a paper that confirms that the 
true and fair requirement remains of 
fundamental importance in both UK 
GAAP and IFRS. 

The paper concludes that the FRC 
expects preparers, those charged with 
governance and auditors always to  
stand back and ensure that the accounts 
as a whole do give a true and fair view, 
and to be prepared, albeit in extremely 
rare circumstances, to consider using 
the true and fair override. 



Assurance News

Investors observe that auditors have a 
wealth of information and insight into 
companies and their financial reporting 
as a result of the audit, but it is not 
shared with investors – even though  
the audit is for their benefit.

As a result, audit standard setters on 
both sides of the Atlantic have issued a 
series of consultation documents that 
explore options for significantly 
enhancing today’s audit reporting.

•	 In May, the International Audit and 
Assurance Standards Board (IAASB) 
released its much anticipated 
consultation paper – Enhancing the 
value of auditor reporting: Exploring 
options for change. 

•	 In June, the US Public Company 
Accounting Oversight Board (US 
PCAOB) joined the auditor reporting 
debate with a concept release 
– Possible revisions to PCAOB 
standards related to reports on audited 
financial statements – and held a 
roundtable in September.

•	 In August, the UK’s Financial 
Reporting Council released its 
proposed next steps in its plans for 
effective company stewardship, 
which include enhanced reporting by 
audit committees and auditors.

•	 The European Commission’s October 
2010 green paper on audit policy 
sought input on questions about 
auditor reporting and the draft 
legislation includes proposed audit 
reporting requirements (page 49).

Common to all of these consultations  
is recognition of a need for greater 
transparency about the judgements 

made by management and auditors in 
the course of preparing and auditing 
financial statements in order to address 
the ‘information gap’ investors perceive. 

The IAASB paper explores the following 
options for enhancing auditor reporting: 

•	 Possible changes to the format and 
structure of the auditor’s report.

•	 Clarification of the auditor’s 
responsibilities for other information 
in documents containing the audited 
financial statements. 

•	 Introducing auditor commentary on 
matters significant to users’ 
understanding of the audit or the 
audited financial statements.

•	 Introducing an enhanced corporate 
governance reporting model, 
including broader reporting by those 
charged with governance and 
enhanced auditor reporting.

•	 Other assurance or related services 
on information not within the current 
scope of the financial statement audit.

Investors in a number of jurisdictions have become more vocal during the financial crises in seeking 
more informative reporting from auditors (see p38, World Watch Issue 2, 2011). While the audit and 
audit opinion are valued, many argue that much of today’s standard audit report is not useful or 
informative. It is seen as being primarily boilerplate description and liability-limiting language. 

The US PCAOB paper explores similar, 
but narrower, options for change but 
also includes the concept of Auditor 
Discussion & Analysis (AD&A), which 
would be a supplemental narrative report 
that provides the auditor’s views on 
aspects of an entity’s financial reporting 
– for example judgements, estimates, 
issues, ‘close calls’, etc – entirely separate 
from the conventional audit report.

The UK FRC believes that auditors can 
and should provide increased insight into 
the audit process to reassure users of 
financial statements that all material 
matters have been properly disclosed. 
The FRC has, however, concluded that 
the better course is for audit committees 
to provide the information that investors 
and other users are seeking.

Each of the standard setters is trying to 
increase auditor transparency and 
relevance to financial statement users, 
while not compromising audit quality. 
With responses now being analysed, the 
way forward is expected to emerge in 2012.
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AUDITOR REPORTING 

Standard setters act on investor 
call for better auditor reporting 
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Widely-leaked proposals, now issued 
as draft legislation, look set for a 
lengthy discussion period during 2012.

The European Commission (EC) has 
published draft legislation setting out 
major changes to the statutory audit 
arrangements of EU companies that 
could significantly affect the structure  
of the audit market. The proposed 
reforms were drawn up in response  
to the EC’s pledge to introduce new  
rules to improve market transparency 
and accountability in the wake of the 
financial crisis. 

Proposed new amendments to  
US Public Company Accounting 
Oversight Board (PCAOB) standards 
would see engagement partners  
and others named in audit reports. 
The changes follow consultation  
with US investors on ways to make 
the audit process more transparent. 

The PCAOB’s move is not unique in  
the US – the Federal Reserve already 
requires external auditing firms to give 
details of the engagement partner on 
certain financial statements.

Key proposals include: 

•	 The mandatory rotation of auditors 
after a six-year period (or nine years 
in the case of voluntary joint audits)

•	 Greater separation of audit and 
non-audit services, including the 
introduction where certain size 
criteria are met of ‘audit only’ firms

•	 Removal of artificial barriers to entry 
for smaller audit firms

•	 Wider recognition of auditing 
qualifications throughout the EU to 
ensure the free movement of suitably 
qualified professionals

EUROPEAN COMMISSION

Major changes proposed  
for the audit market 

PCAOB

Proposal for firms to name engagement 
partner in audit report
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•	 Greater transparency of the way  
audit committees select audit and 
non-audit services

•	 Improved communication between 
auditors and financial regulators

•	 Detailed specification of the content 
of audit reports.

The proposed legislation covers most  
of the areas set out in the EC green 
paper, Audit policy: Lessons from the 
crisis, issued in October 2010. The  
paper attracted a record number of 
responses – from companies, investors, 
governments and regulators – with  
clear support for proposals on greater 
audit transparency, a redefined role  
for the auditor, and improved EU-wide 
coordination of audit oversight. But 
there was little support for some of the 
more radical reforms, including audit 
firm rotation, joint audits and restricting 
non-audit services. (see World Watch, 
Issue 2, 2011, p37).

Member states and MEPs will start 
debating the proposals early in 2012.  
A lengthy period of consultation is 
expected as the Council of Ministers  
and the European Parliament decide 
whether to pass the proposals into EU 
law. See PwC opinion, page 16.

The PCAOB decided against a proposal 
requiring the engagement partner to 
sign the audit report in response to 
concerns that to do so might minimise 
the firm’s role in the audit. But the 
auditor must give details of third-party 
accounting firms and key individuals 
that took part in the audit.

Consultation on the proposed 
amendments closes on 9 January 2012.

www.pcaobus.org

“�This proposal would increase 
transparency of public company 
audits by providing investors with 
information about certain key 
participants in the audit,” said 
James Doty, PCAOB chairman. 
“This would bring disclosures about 
US audit engagement partners more 
in line with those provided for many 
engagement partners abroad.”
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UK

Investors call for assurance on 
key performance measures

The UK Competition Commission  
is conducting a market investigation 
into statutory audit services provided 
to large companies in the UK. The 
Office of Fair Trading (OFT) made  
the referral on 21 October following  
a six-week public consultation. 

Market concentration, barriers to  
entry and audit switching will be the 
main focus of the detailed study aimed 
at uncovering any adverse effects on 
competition, according to the OFT. 

The referral was made at the same  
time as the European Commission  
was finalising its draft legislation 
proposing reforms to the EU audit 
market (see page 49). Uncertainty  
over the timing of European initiatives  
and the likelihood of a two-year  
EU legislative process contributed  
to the OFT’s decision. Competition 
Commission investigations must be 
concluded in two years or less. 

Investors want auditors to provide 
assurance on performance measures 
that are often not audited, according  
to new PwC research Audit today and 
tomorrow, published in July 2011. 

PwC interviewed investors and analysts 
in the UK to hear first-hand what they 
think about the audit and the role of 
auditors, at a time when there is intense 
debate about the future audit framework 
and regulators are weighing up what 
changes may be needed. The findings 
bring a fresh perspective and show what 
users value from the audit and what they 
feel is missing. 

Assurance on industry metrics, such as 
same-store sales, upcoming contracts 
data and core or underlying earnings is 

UK

Market for large company audits 
referred to Competition Commission

“We see this market investigation as an 
opportunity to show that this is a fair 
and competitive market,” said Richard 
Sexton, PwC board member for reputation 
and policy. “We also believe that the 
evidence that will come out of this review 
will help to inform the ongoing European 
debate on the provision of audit services.

“Large companies are sophisticated, 
demanding and discerning buyers of 
professional services. Their operations 
are often complex and international and 

in particular demand from investors. 
The majority also want to see auditors 
report on companies’ preliminary 
results, which they say would provide 
more timely assurance at a critical stage 
in the reporting cycle of a business.

“The views of investors and analysts are 
critical to the audit profession’s aim to 
underpin trust and confidence in the 
capital markets,” commented Richard 
Sexton, PwC UK board member 
responsible for reputation and public 
policy. “They clearly value the audit 
process, but in calling for more timely 
assurance, investors and analysts have 
laid down the gauntlet. If we want an 
assurance and reporting model that 
adds value to the capital markets,  
then analysts, investors, regulators, 

companies and auditors will all need to 
be engaged in the debate.”

In the wake of the financial crisis, 
investment professionals believe audit 
committee reports could become more 
helpful if the ‘lid was lifted’ on the talks 
between auditors and audit committees, 
which currently take place behind 
closed doors. Ideally, investors want 
greater transparency around these  
talks, but some cautioned that this 
transparency should not jeopardise the 
frankness of discussions between the 
auditor and the audit committee.

www.pwc.co.uk/eng/publications/
audit-today-tomorrow-investor-
survey.html

require an audit firm that has sector 
expertise and can operate on a 
comparable international basis.

“It will be important for the commission 
to listen to the views of business through 
the course of this market investigation 
and to take account of the potential 
unintended consequences of any 
intervention, particularly where they 
could impair audit quality, add costs and 
complexity to business, and damage the 
competitiveness of the UK economy.”



										          World Watch Issue 3 – 2011	 51

A
ssurance – N

ew
s

INDIA

Towards 
international 
clarity
The Institute of Chartered 
Accountants of India (ICAI) is 
continuing its efforts to ensure 
standards issued by the Auditing  
and Assurance Standards Board 
(AASB) mirror as closely as  
possible those released by the 
International Audit and Assurance 
Standards Board (IAASB).

The ICAI is a founder member of  
the International Federation of 
Accountants (IFAC) and actively 
contributes to the development of 
International Standards on Auditing 
(ISA) in a bid to harmonise with  
global standards. To date, the ICAI has 
issued 36 Standards on Auditing (SAs) 
based on the IAASB’s Clarified ISAs.  
The latest standards to be issued are  
the revised standards on Audit 
conclusions and reporting, which  
came into effect from 1 April 2011.

“�The ICAI, as a founder member of 
IFAC, has taken giant strides in 
keeping pace with the rest of the 
world,” said Harinderjit Singh, PwC 
partner in India and a former member 
of the Central Council and chairman 
of the AASB. “The focus on achieving 
global professional standards in  
India is evident from the input to the 
Clarity Project. The challenge now is 
to focus on the implementation of 
these new standards.”

The SAs are substantially based on  
the corresponding ISAs with minimal 
differences. However, certain areas, 
such as access to auditor’s working 
papers, assessment of professional 
competence of the other auditor and 
definition of ‘public sector’, continue  
to differ. “Certain differences with the 
ISAs are inevitable, given the unique 
statutory environment and the phase  
of the profession’s development in 
India,” continued Mr Singh. “It may  
be too early to evaluate the ICAI’s 
success in implementing the clarity 
standards in India, but it is certainly  
a step in the right direction.”

The International Auditing and 
Assurance Standards Board  
(IAASB) has released a plan for  
a post-implementation review of  
the clarified ISAs. 

The Clarity ISAs released in March  
2009 were the culmination of a 
comprehensive review and redrafting  
of the ISAs and ISQC 1. Approximately 
half of the ISAs were substantively 
revised. The overall aim was to improve 
the clarity of the standards and make 
them easier to understand so that they 
could be applied more consistently. 

The IAASB now plans to find out if  
the ISAs are meeting these objectives. 
Many national standard setters,  
such as India (see next article), and 
audit networks have adopted and 
implemented the Clarity ISAs. Audit 
inspection regulators are also beginning 
to review audits that have been 
performed in accordance with the 
Clarity ISAs. 

“With extensive uptake of the clarified 
ISAs throughout the world, in already 
more than seventy-five countries, now is 
the time to gain a deeper understanding 
of how the clarified ISAs are being used 
and implemented,” said Arnold Schilder, 
chairman of the IAASB. 

The plan describes phase 2 of the 
IAASB’s review, which will begin in 
2012. It will gather information about 
the use of the ISAs to see if any changes 
are needed to improve the consistency of 
practitioners’ understanding of the ISAs. 

The input received will also help inform 
the IAASB’s priorities in 2014 and its 
next three-year, strategic planning cycle 
in 2015-2017.

The plan sets out the key areas of  
focus for the review, its timing and  
the approach. The IAASB intends to  
seek input from stakeholders that are 
most directly involved in the audit 
process, including larger firms,  
smaller firms, public sector auditors, 
professional bodies, national standard 
setters, and audit inspection groups.  
The IAASB recognises, however,  
that there are other stakeholders  
who may be interested in providing 
feedback, and encourages and  
welcomes their feedback as well. 

In 2009 and 2010, the IAASB conducted 
the first phase of its review programme 
by obtaining pre-implementation views 
from a number of countries and firms 
about their experiences of introducing 
the clarity ISAs into their national 
standards or firm audit methodologies. 
The results of the survey were 
reassuring – most welcomed the new 
format and the added rigour of the 
revised standards. There was some 
anxiety about how the Clarity ISAs 
could be applied in a cost-effective  
way in smaller entities, and also about 
implementing all aspects of the new 
group audit standard, ISA 600.

To offer input from your experiences 
of implementing the clarified ISAs, 
contact IAASB staff member 
BeverleyBahlmann@ifac.org

CLARITY ISAs 

Plan to learn from ISA 
implementation experiences



Diary dates

Date Key upcoming events Location/Contact Sponsors/Organisers

12-13 December 2011 ICGN 2011 Autumn Mid-Year Conference Miami, USA 
www.icgn.org

International Corporate Governance Network

15 December 2011 8th Transatlantic Corporate Governance Dialogue Washington DC, USA
www.ecgi.org/tcgd/index.php

European Corporate Governance Institute, 
Brookings Institution, Columbia University

3-6 January 2012 Global Conference on Business and Finance Honolulu, Hawai
www.theibfr.com

The Institute for Business and  
Finance Research

10-12 January 2012 9th International Conference on Environmental, 
Cultural, Economic and Social Sustainability

Vancouver, Canada
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