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MESSAGE FROM THE

CEO

| had hoped that | would step into my new role at a
time when there was less attention on the auditing
profession. It does not seem, however, that there will
ever be such a time, and it appears that all we can do
is to face the challenges and provide the solutions as
best we can for those that exist at the present moment.
However, this may not be enough. There are still
ghosts from the past and more importantly, visions for
the future, which will demand much of our attention.

Looking at the present, we need to think about the
auditing profession’s response to the credit crisis.
Although SA has not as yet felt the impact of this
global financial time bomb as severely as some other



countries, we are an international
player, and all indicators show that
things are not going to get better
soon. What this means for the
profession is simply that the public
will yet again increase its expectation
of what the auditor should do to
protect their financial interests, and
while we need to support and guide
auditors during this period, we also
need to address the needs of the
public.

It is in times like these that renewed
focus is placed on matters such

as auditors’ liability. In line with
international practice, and given
the constantly changing demands
to which the auditor is continuously
exposed, we have commenced with
a project to consider the liability of
auditors, and will need to develop
a model appropriate for the South
African environment.

This project forms part of a larger
project, which is to consider
amendments to the Auditing
Profession Act. Soon after the
enactment of the new audit legislation
in 2006, the Honourable Minister
of Finance, Minister Trevor Manuel,
indicated that the legislation would,
like most other new Acts, require a
period to be tested and if necessary,
areas identified where processes
could be improved. Having almost
neared the three year milestone, we
are probably in a good position to
identify those areas where we could
improve on our service delivery and
so better discharge our mandate.
The Board has approved a project
proposal to draft amendments to
the audit legislation, which will be
presented to the National Treasury.

The IRBA has always prided itself

in its reputation in the global arena,
and was recently ranked 4™ out of
134 countries for accounting and
auditing standards in the Global
Competitiveness Survey.While we
appreciate the need to address local
issues, we shall continue to pursue all
avenues to participate in international
standard setting and regulatory
processes, which ultimately provides
SA with the opportunity to influence
those standards and regulatory

matters which impact the country.
Presently, we serve on several
task forces of the International
Federation of Accountants’
Committees and Boards, on which
we have representation. A founding
member of the International Forum
of Independent Audit Regulators,
a body which strives to achieve
consistent audit regulation through
sharing of information and
experiences, we will continue to
make a contribution based on our
own regulatory framework.

Another major imperative for the
IRBA is that other international
regulators recognise our regulatory
processes and the standards

we expect from auditors. We

will continue to work towards a
process of mutual cooperation by
continuously strengthening our
processes and specifically, our status
as an independent audit regulator.
Various factors, including composition
of committees and the funding of

the IRBA, will determine perceptions
of our independence and we must
ensure that this is achieved through
liaison with the relevant stakeholders.

It is expected that the new
Companies Act will become effective
towards the middle of 2010. While
we are not presently in a position to
determine the full impact of its new
provisions, we appreciate that the
removal of the audit requirement and
introduction of reviews of annual
financial statements of private
companies may require audit firms to
reconsider the scope of their services,
human resource requirements and
business models. We are pleased,
however, that our comment to have
an alternate assurance engagement
for those companies has been
included in the new Act. Depending
on the regulations as to who can
perform such reviews, this may further
impact on the business decisions firms
need to make.

Although the country continues to
experience reasonable economic
growth over a sustained period,
such growth remains below the
set target. However, there is an
increased focus to graduate to a
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first economy through job creation,
entrepreneurship, growth in

foreign direct investment and the
development of small business. With
growth comes a demand for skills,
including financial skills. Furthermore,
transformation remains a national
imperative and given that the CA
Charter is expected to be gazetted
shortly, we must continue to work
with accredited institutions fowards
a transformed profession. The IRBA
must define its role to effectively
influence and assist the education
role players.

Soon the country will engage in

its fourth national and provincial
election and government
departments will come under close
scrutiny regarding service delivery
issues. Under the aforementioned
circumstances, we must ensure that
investor confidence is maintained
through the maintenance of
appropriate audit and ethics
standards that will support such an
environment, and assure the public
that a well regulated and capital
market exists. This will require a
reputable audit profession to provide
investors and capital providers
with reliable and credible financial
information.

I would like to thank those who
sent their good wishes and support,
as well as for your commitment

to maintaining a strong and
dependable auditing profession,
while we pursue our common goal
to protect the financial interests of
the public. In delivering on our part
of the mandate, | am committed to
creating an environment in which our
mutual objectives will be achieved.

Bernard Peter Agulhas
CEO
087 940 8797

087 940 8873
bagulhas@irba.co.za
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AUDIT TECHNICAL

PRONOUNCEMENTS ISSUED BY THE CFAS

THE AUDITOR ATTENDING THE
ANNUAL GENERAL MEETING: A
GUIDE FOR AUDITORS

The Auditor Attending the Annual
General Meeting: A Guide for
Auditors has been approved by the
Independent Regulatory Board for
Auditors (IRBA) and was issued by
the Committee for Auditing Standards
(CFAS).

The Guide deals with the designated
auditor’s responsibility, in terms

of the Companies Act, No 61 of
1973, as amended, to attend the
Annual General Meeting (AGM) of
a widely held company and when
relevant a limited interest company,
in order to respond fo questions
that are relevant to the audit of the
financial statements. This Guide is
intended to assist designated auditors
to determine when a question is
relevant to the audit of the financial
statements, to which the designated
auditor may respond, and to be
aware of questions addressed to the
designated auditor, that may not be
within the scope of the audit, and
should be referred to the Chairman
of the AGM who in turn refers the
question fo the responsible party.

The Guide is effective and may be
downloaded from the IRBA website
at www.irba.co.za

SAAPS 3 (REVISED) ILLUSTRATIVE
INDEPENDENT AUDITOR’S
REPORTS

The South African Auditing Practice
Statement (SAAPS) 3 (Revised)
lllustrative Independent Auditor’s
Reports has been approved by the
Independent Regulatory Board for
Auditors (IRBA) and was issued by
the Committee for Auditing Standards
(CFAS).

The purpose of SAAPS 3 (Revised)

is to provide guidance and

illustrative reports that reflect the
effect of legislative and regulatory
requirements and reporting standards
on the form and the content of the
independent auditor’s report issued
in South Africa on a complete set of
general purpose financial statements,
where the financial statements have

been prepared in accordance with
a financial reporting framework that
is designed to meet the common
information needs of a wide range
of users, and for the independent
auditor’s reports on financial
statements where other financial
reporting frameworks or basis of
preparation have been applied.

The explanatory guidance and
illustrative reports in SAAPS 3
(Revised) has been amended to
conform to International Standard on
Auditing (ISA) 700, The Independent
Auditor’s Report on a Complete

Set of Financial Statements which
became effective for all auditors’
reports on a complete set of general
purpose financial statements dated
on or after 31 December 2006.
These include the following:

* The reference to the term
“Directors” instead of the term
“Management” in the illustrative
reports for companies in South
Africa as directors are the persons
responsible in terms of Section
286 of the Companies Act, Act
No. 61 of 1973 (the “Companies
Act”) for the annual financial
statements of a company. This
reflects the application in the case
of companies in South Africa of

ISA 700.

* The illustrative reports in SAAPS
3 (Revised) now identify both the
title of each financial statement
and the relevant page number/s,
as it is well established practice
in South Africa to refer to
page numbers comprising the
annual financial statements on
which the auditor reports. The
illustrative reports in SAAPS 3
identified the subject matter of
the auditor’s report only by way
of page numbers, whereas ISA
700 requires that the title of
each statement that comprises
a complete set of financial
statements be identified.

* The illustrative reports for
companies in SAAPS 3 (Revised)
include a reference in the
infroductory paragraph to
the directors’ report as
comprising part of
the complete
set of

financial statements, as required
by Section 286 of the Companies
Act. This is aligned with ISA 700.

SAAPS 3 (Revised) now includes

an Appendix containing illustrative
reports other than those on a
complete set of general purpose
financial statements, namely, reports
issued in terms of ISA 800 for other
forms of entities where the financial
statements have been prepared in
accordance with a financial reporting
framework that is designed to meet
the financial information needs of
specific users (“special purpose
financial statements”), interim review
reports issued in terms of ISRE 2410
and a report for entities that have
adopted the SA Statement of GAAP
for SMEs as their financial reporting
framework.

Updates to the illustrative reports
in the Appendices may be made
periodically by the Secretariat
without further exposure, unless
such amendments affect the other
guidance contained in SAAPS 3
(Revised).

In terms of the Auditing Profession
Act, Act No. 26 of 2005, the
auditor’s signature on an audit
report should clearly identify both
the firm that is the registered auditor
and the individual registered
auditor responsible for the audit
engagement.

A new Appendix 6 with examples of
Afrikaans translations of selected
illustrative reports will be

added to SAAPS 3 lllustrative
Independent Auditors Reports
shortly and will be made
available from the IRBA
website: www.irba.

co.za. CFAS has

commenced work

on updating of

both SAAPS

2 and
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SAAPS 3 to take account of changes
arising from the IAASB Clarity
Project affecting the reporting ISAs.
It is anticipated that this project will
be completed by the second half

of 2009 and will be available to
auditors around September 2009 in
order to prepare for the application
of the Clarified ISAs effective for
audits of entities with financial

years commencing on or after 15
December 2009.

SAAPS 3 (Revised) is effective and
may be downloaded from the IRBA

website at www.irba.co.za

SAAPS 2 (REVISED) FINANCIAL
REPORTING FRAMEWORKS AND
AUDIT OPINIONS

SAAPS 2 (Revised), Financial

Reporting Frameworks and Audit
Opinions, has been approved by the
Independent Regulatory Board for
Auditors (IRBA) and was issued by
the CFAS.

The purpose of SAAPS 2 (Revised)

is to provide clarity to auditors
concerning the effect that the
financial reporting framework or
basis of accounting applied by an
entity has on the auditor’s report in
South Africa.

Amendments were necessitated by
changes to the Companies Act No.
63 of 1973 (the “Act”), as amended,
occasioned by the Corporate Laws
Amendment Act, Act No. 24 of
2006, which became effective on 14
December 2007. The guidance and
examples in SAAPS 2 (Revised) have
been revised to reflect the effect of
the amendments regarding the types

IAASB AUDIT PRACTICE ALERT FOCUSES ON
FAIR VALUE ACCOUNTING ESTIMATES

To assist auditors in addressing

the challenges of auditing fair
value accounting estimates, the
staff of the International Auditing
and Assurance Standards Board
(IAASB), an independent standard-
setting board under the auspices
of the International Federation of
Accountants (IFAC), released an
audit practice alert. The alert was
developed following consultation
with the IAASB's Task Force on Fair
Value Auditing Guidance, which

is considering the need for new or
modified guidance in light of current
marketplace issues.

The purpose of the alert is to highlight
areas within the International
Standards on Auditing (ISAs) that

are particularly relevant in the audit
of fair value accounting estimates in
times of market uncertainty.

Recent events in some of the world's
largest financial markets continue

to call attention to the difficulties in
establishing fair values. This Staff
Audit Practice Alert responds to calls
from the Financial Stability Forum
and others for further guidance on
the audit of fair value accounting
estimates. This alert will be relevant
to audits of all entities that have
investments in financial instruments,
especially those in illiquid markets.

The alert also directs auditors
to the recently revised ISA 540
(Revised and Redrafted), Auditing

IAASB NEARS FINALISATION OF THE CLARITY PROJECT

WITH THE ISSUANCE OF EIGHT STANDARDS

The IAASB moved closer to
completion of its Clarity Project
with the release of seven clarified
International Standards on Auditing

(ISAs) and one clarified International
Standard on Quality Control (ISQC)
on 16 December 2008, following
the consideration and approval
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of companies and the applicable
financial reporting frameworks in
accordance with the Act.

Amendments were also made for the
effect on the recognised financial
reporting frameworks applied in
South Africa of the adoption by the
Accounting Practices Board of the
South African Statement of Generally
Accepted Accounting Practice for
Small and Medium-sized Entities (the
SA Statement of GAAP for SMEs).
The examples of auditor’s reports
have also been updated for these
changes and are issued in SAAPS

3 (Revised), lllustrative Independent
Auditor’s Reports (see above).

SAAPS 2 (Revised) is effective and
may be downloaded from the IRBA
website at www.irba.co.za

Accounting Estimates, Including
Fair Value Accounting Estimates,
and Related Disclosures, which was
influenced by the changes in the
credit markets during 2007. While
not effective until audits of financial
periods commencing on or after
15 December 2009, it includes
guidance that is likely to be useful
to auditors planning their 2008
engagements.

The Staff Audit Practice Alert,
Challenges in Auditing Fair Value
Accounting Estimates in the Current
Market Environment, may be
downloaded from the IFAC website
at www.ifac.org.

by the Public Interest Oversight
Board (PIOB) of the due process.
To date, the IAASB has released 29
final redrafted ISAs and one final
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redrafted ISQC in the new clarity

style. The newly issued standards are

as follows:

* ISQC 1 (Redrafted), Quality
Control for Firms that Perform
Audits and Reviews of Financial
Statements, and Other
Assurance and Related Services
Engagements;

* ISA 220 (Redrafted), Quality
Control for an Audit of Financial
Statements;

e |ISA 500 (Redrafted), Audit
Evidence;

e |ISA 501 (Redrafted), Audit
Evidence-Specific Considerations
for Selected Items;

e ISA 505 (Revised and Redrafted),
External Confirmations;

* ISA 520 (Redrafted), Analytical
Procedures;

* ISA 620 (Redrafted), Using the
Work of an Auditor’s Expert; and

e |SA 710 (Redrafted),
Comparative Information-
Corresponding Figures
and Comparative Financial
Statements.

The PIOB has also considered and
approved the due process of four
additional ISAs that were approved
by the IAASB at its meeting.
However, in finalising ISA 210
(Redrafted), Agreeing the Terms

GLOBAL FINANCIAL CRISIS

To assist professional accountants

in addressing issues related to the
global financial crisis, IFAC and the
IAASB has focused on three IFAC
Activities which can be accessed at:
http://www.ifac.org/financial-crisis/

1. To increase awareness among
preparers and auditors of existing
and newly developed guidance
that can assist them in reporting
on financial instruments;

2. To encourage further
convergence in reporting
standards on financial instruments,
while at the same time strongly
supporting (the continuation
of) fair value accounting since
reducing transparency is not in
the interests of investors; and

3. To participate in and promote

of Audit Engagements, the IAASB

approved conforming amendments

to the following four reporting
standards:

* ISA 700 (Redrafted), Forming
an Opinion and Reporting on
Financial Statements;

¢ |SA 800 (Revised and Redrafted),
Special Considerations-Audits of
Financial Statements Prepared in
Accordance with Special Purpose
Frameworks;

e |SA 805 (Revised and Redrafted),
Special Considerations-Audits of
Single Financial Statements and
Specific Elements, Accounts or
ltems of a Financial Statement;
and

e |SA 810 (Revised and Redrafted),
Engagements to Report on
Summary Financial Statements.

The IAASB agreed that these

four ISAs will be issued only after

the PIOB has considered and
approved the due process applied

to ISA 210 (Redrafted), which is
expected in February 2009. The
IAASB recognises that the four
reporting standards present fewer
implementation challenges than other
ISAs, and so the interest in issuing

a final text including conforming
changes outweighs the desire to
make them immediately available. By

discussions of best practice

with respect to the audits of
financial institutions and other
organizations that are affected by
the current crisis

The Member Activities on the IFAC
website pages on the Global
Financial Crisis, list initiatives
undertaken by IFAC members and
associates and others and regional
publications issued to address

the global financial crisis may be
accessed under Member Activities at:
http://www.ifac.org/financial-crisis/
member-activities.php.

In addition, relevant
links to international
organisations, such
as standard

issuing eight of these standards the
IAASB are fulfilling their commitment
to make the standards available as
soon as practicable.

In addition to ISA 210 (Redrafted),
the IAASB approved new ISA 265,
Communicating Deficiencies to Those
Charged with Governance and
Management, and ISA 402 (Revised
and Redrafted), Audit Considerations
Relating to an Entity Using a Service
Organization. Subject to PIOB
approval, these ISAs will be released

in March 2009.

The IAASB considers that, with its
approval of the final three ISAs
(subject to PIOB approval) and its
review of consistency, its work in
redrafting its international standards
under the Clarity Project is now
complete.

All clarified 1SAs will be effective
from a single date, for audits of
financial statements for periods
beginning on or after 15 December
2009 and may be downloaded from
the IRBA website at: www.irba.co.za.
The IAASB also plans to publish

the set of Clarified ISAs in a new
Handbook, expected to be released
in April 2009.

sefters and others, provide access
to documents or other resources
and guidance issued to

address the global financial
crisis. These may be

accessed at: hitp://
www.ifac.org/

financial-crisis/

relevantlinks.

php.
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IAASB STAFF AUDIT PRACTICE
ALERT - AUDIT CONSIDERATIONS
IN RESPECT OF GOING
CONCERN IN THE CURRENT
ECONOMIC ENVIRONMENT

In January 2009, the IAASB staff
released its second Staff Audit
Practice Alert entitled. This second
alert deals with the effect of the credit
crisis and economic downturn on an
entity’s ability to continue as a going
concern and whether these Audit
Considerations in Respect of Going
Concern in the Current Economic
Environment effects ought to be
described in the financial statements.
It also raises awareness of issues
surrounding liquidity and credit risk
that may create new uncertainties
for entities or exacerbate those
already existing and auditors’
awareness about matters relevant

to the consideration of the use of

the going concern assumption in

the preparation of the financial
statements in the current environment.

GLOBAL RECOGNITION

SA Ranked 4th in Global Survey

The World Economic Forum Global
Competitiveness Report 2008,/2009
ranked South Africa No. 4 for its
auditing and reporting standards out
of 134 countries surveyed. The result
of visionary and forward looking

In particular, management, those
charged with governance and
auditors alike will be faced with the
challenge of evaluating the effect
of the credit crisis and economic
downturn on an entity’s ability to
continue as a going concern and
whether these effects on the entity
ought to be described, or otherwise
reflected, in the financial statements.

While the Staff Audit Practice Alert,
“Challenges in Auditing Fair Value
Accounting Estimates in the Current
Market Environment [October
2008]," refers to going concern in
the context of the effects of valuation
in illiquid markets, this second alert
addresses wider issues that are likely
to be relevant to auditors of entities in
all industries and of all sizes. While
this second alert refers principally to
International Standard on Auditing
ISA 570, Going Concern, it also
deals with other ISAs (for example:
ISA 240, ISA 315, ISA 540, ISA
560 and ISA 580) that contain

decisions made 15 years ago by
leading members of the profession
and many hours of hard work by the
Auditing and Accounting Standard
Setting Committees at the IRBA and
SAICA gave South Africa a global
competitive edge. Thanks to all who
have contributed so much over so

requirements and guidance to assist
the auditor in dealing with other
issues that may also require particular
attention in the current environment,
such as inventory valuation,
allowances for doubtful receivables
and the availability of credit. It
provides additional guidance for
auditors in evaluating management’s
use of the going concern assumption.
It also raises awareness of issues
surrounding liquidity and credit risk
that may create new uncertainties

for entities or exacerbate those
already existing. As such, this alert
will be useful for auditors as well as
management of entities of all sizes.

The IAASB Staff Audit Practice Alert,
Audit Considerations in Respect

of Going Concern in the Current
Economic Environment, may be
downloaded from the IFAC website
at http://www.ifac.org/financial-
crisis/.

many years to enable SA to hold its
head up proudly in the global market
place. The Country Economy Profile
and full report may be downloaded
from http://www.weforum.org/
documents/gcr0809/index.htm.

CFAS RE-EXPOSES GUIDE ON ACCESS TO WORKING PAPERS

CFAS re-exposed the Proposed
Guide: Access to Audit Working
Papers: A Guide for Registered
Auditors for comment in January

2009

The proposed guide was initiated as
a result of requests from registered
auditors seeking guidance in
circumstances when other auditors
or third parties request or require
access to their audit working papers
which support an audit of financial

statements. It was first exposed

in June 2007 for a three month
period after which a subcommittee
considered all the comments received
and amended the proposed guide
accordingly. The CFAS considered
the amended proposed guide at

its September 2008 meeting and
recommended further amendments,
necessitating re-exposure. The CFAS
approved the proposed guide for
re-exposure at its November 2008
meeting.
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Purpose of the proposed guide
The proposed guide deals with the
circumstances in which registered
auditors are requested or required
to grant access to audit working
papers which support an audit of
financial statements. This guidance
applies when auditors are requested
to provide access, in particular
circumstances, to their audit
working papers, to the client, to
another auditor or to a third party.
Guidance is provided in respect of
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access requested in the following
circumstances:

* By the principal auditor or other
auditors in a group audit situation;

* By a successor auditor where
there is a change in auditors; and

* By investigators conducting a due
diligence or similar engagement.

The guidance also deals with
circumstances where auditors are
required by law, or agree to be
contractually bound, to provide
access to audit working papers.

Request for Comments

The CFAS invites comments on all
matters addressed in the proposed
guide. In responding, commentators

REGULATED INDUSTRIES

The Regulated Industries Standing
Commitee (RISC) continues to work
with many regulators in addressing
requirements in Statute and
Regulation for auditors to report on
regulated industries. Projects currently
in progress include:

e Assisting the SAICA BASEL Il
Task Group with developing the
suite of Regulatory Reports on the
BASEL Il Regulatory Returns to
the South African Reserve Bank -
Bank Supervision Department;

* Medical Schemes Council -
developing an Audit Guide
to assist auditors of Medical
Schemes;

* Developing an Assurance Guide
and Report for auditors Reporting

PUBLIC SECTOR

to the Provincial Law Societies on
Attorneys Trust Accounts; and
* Engaging with the JSE Limited in
connection with matters relating
to Bulletin 3 / 2008 - The
Introduction of a JSE Register of
Auditors and their Advisors
* The Controlling Body of Strate
Issues Circular 03p/2009
o The Controlling Body of Strate
issued Circular 03P/2009,
Agreed Upon Procedures for
Registered Auditors Reporting
on Factual Findings in terms
of the Central Securities
Depository (CSD) Rules and
the Securities Services Act
(SSA) which replaces Circular
02P/2007.

o The purpose of this Circular is to

are requested to refer to the relevant
paragraphs within the proposed
guide. The responses should include
the reasons for the comments and
specific suggestions for any proposed
changes to wording. The closing date
for comments is 30 April 2009. The
proposed guide and Invitation to
Comment are available on the IRBA
website at www.irba.co.za

provide guidance to Registered
Auditors when reporting in
terms of the CSD Rules and
the SSA on the Participant’s
compliance with the relevant
sections of the SSA, Board
Notice 17 of 2005 published
in Government Gazette No.
27231 on 31 January 2006
and Board Notice 58 of 2005
published in Government
Gazette No. 27735 on 8 July
2005.

The Strate Circular can be
downloaded from the Strate website
at www.strate.co.za

IFAC’S PUBLIC SECTOR ACCOUNTING STANDARDS BOARD LAUNCHES
WORK ON INTERNATIONAL PUBLIC SECTOR CONCEPTUAL FRAMEWORK

The International Public Sector
Accounting Standards Board
(IPSASB), an independent standard-
setting board of the International
Federation of Accountants (IFAC),
has issued for comment the first

in a series of consultation papers
focused on the development of an

international public sector conceptual
framework. Entitled Conceptual
Framework for General Purpose
Financial Reporting by Public Sector
Entities, the consultation paper
represents a landmark achievement
for the public sector financial
reporting community.

&
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The consultation paper identifies

the IPSASB’s preliminary views

on the objectives and scope of
financial reporting, the qualitative
characteristics of information
included in general purpose financial
reports and the characteristics of
public sector reporting entities.

SMEs

Comments on the consultation paper
are requested by March 31, 2009.

It may be viewed and downloaded
by going to http://www.ifac.org/
Guidance/ or www.irba.co.za.
Comments may be submitted by
email to EDComments@ifac.org. They
can also be faxed for the attention

of the IPSASB Technical Director

at +1 (416) 977-8585, or mailed
to the IPSASB Technical Director at
277 Wellington Street West, 6th
Floor, Toronto, Ontario M5V 3H2,
Canada. All comments will be
considered a matter of public record

and will ultimately be posted on the
IFAC website.

IFAC ISSUES A POLICY POSITION: IFAC SUPPORTS A SINGLE SET OF AUDITING
STANDARDS: IMPLICATIONS FOR AUDITS OF SMALL AND MEDIUM-SIZED ENTITIES,
AND SEEKS INPUT ON A CONSULTATION PAPER: MATTERS TO CONSIDER IN A
REVISION OF ISRE 2400, ENGAGEMENTS TO REVIEW FINANCIAL STATEMENTS

The International Federation of
Accountants (IFAC) issued a policy
position titled IFAC's Support for a
Single Set of Auditing Standards:
Implications for Audits of Small and
Medium-sized Entities. The paper
sets out IFAC's view that International
Standards on Auditing (ISAs) are
designed to be applicable to audits
of financial statements of entities of
all sizes, and highlights the ways in
which the International Auditing and
Assurance Standards Board (IAASB)
considers the needs and perspectives
of small and medium-sized entities
(SMEs) in the development of those
standards.

The paper emphasises that the
consistent use of the ISAs is essential
to meeting the public interest
expectations of an audit. If auditors
intend to issue an ISA audit report,
they must comply with the ISAs.

This enables a consistent level of
assurance to be associated with
the word “audit,” and allows users
to make decisions in the light of a
common understanding about the
reliability of financial statements.
The paper also emphasises

the importance of professional
judgement in determining the most
effective approach for a particular
audit.

The paper points out that SMEs in
some jurisdictions have an alternative
to obtaining an audit; they may
obtain a review of their financial
statements. International Standard
on Review Engagements 2400,
Engagements to Review Financial
Statements, requires a different level
of work effort by the practitioner

and results in a different and lower
level of assurance. The IAASB will be
considering changes to this standard
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in light of the current needs of the
marketplace. A new consultation
paper, commissioned by the IAASB
and developed by staff of several
national auditing standard setters,
including the IRBA, seeks input on
the elements that would provide a
relevant and cost-effective assurance
service that is an alternative to an
audit for SMEs in particular.

The policy position may be
downloaded from the IFAC website
at: www.ifac.org

The consultation paper may be
downloaded from the IRBA website
at: www.irba.co.za

Sandy van Esch

Acting Director: Standards
087 940 8871
087 940 8874

svanesch@irba.co.za

irbha




INTERNATIONAL MEETINGS

IFIAR MEETING

On 22-24 September 2008,
independent audit regulators from 21
countries participated in the fourth
meeting of the International Forum
of Independent Audit Regulators
(“IFIAR”). The IRBA was proud to
host this meeting in Cape Town. The
meeting included addresses by the
Accountant-General of South Africa,
Mr Freeman Nomvalo, Prof Linda de
Vries, Vice-Chairman of IRBA, as well
as Kariem Hoosain, who during his
time as IRBA’s CEO was instrumental
in obtaining IFIAR membership for
South Africa, and who facilitated
our hosting of this very auspicious
meeting.

The meeting was chaired by Paul
Boyle, Chairman of IFIAR and Chief
Executive Officer of the UK Financial
Reporting Council, and by Prof Dr
Steven Maijoor, Vice-Chairman of
IFIAR and Managing Director of

the Netherlands Authority for the
Financial Markets.

The European Commission also
participated as Observer on 24
September.

IFIAR was joined by delegations
led by the global CEOs of the
international networks of each of
BDO, Deloitte Touche Tohmatsu and
KPMG for individual discussion with
each firm regarding their global
quality monitoring arrangements.
Similar discussions were held

at IFIAR's previous meeting in

April in Oslo with delegations

led by the global CEOs of the
international networks of Ernst

& Young, Grant Thornton and
PricewaterhouseCoopers.

At the meeting the Auditors’ Public
Oversight Committee (Hungary),
UDVA (Audit Oversight Authority,
Slovakia) and the Financial
Supervisory Commission (Chinese
Taipei) were admitted as members,
thus bringing the membership up to

27 jurisdictions.

The Members adopted the Charter
which had been drawn up at the
previous meeting in Oslo. The
Charter confirms that the activities of
IFIAR are as follows:-

i. Sharing knowledge of the audit
market environment and practical
experience of independent audit
regulatory activity, with a focus on
inspections of auditors and audit
firms.

ii. Promoting collaboration and
consistency in regulatory activity.

iii. Providing a platform for dialogue
with other organizations that have
an interest in audit quality.

The Charter sets out IFIAR's
procedures for decision-making
and its internal administrative
arrangements.

More pictures on page 35
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LEGAL

QUARTERLY REPORT FROM THE DIRECTOR: LEGAL FOR
THE PERIOD 1 JULY 2008 TO 30 SEPTEMBER 2008

INVESTIGATING COMMITTEE

The Investigating Committee met twice during this period and forwarded a number of matters to the Disciplinary Advisory

Committee with recommendations.

Two matters were disposed of by the directorate before referral to the Investigating Committee, as the complaints were

withdrawn.

DISCIPLINARY ADVISORY COMMITTEE

The Disciplinary Advisory Committee
met twice during this period and
disposed of 17 matters, as follows.

Decision not to charge

Two matters in terms of Disciplinary
Rule 3.5.1.1 (the respondent is not
guilty of unprofessional conduct).

Two matters in terms of Disciplinary
Rule 3.5.1.2 (the respondent having
given a reasonable explanation for
the conduct).

Two matters in terms of Disciplinary
Rule 3.5.1.5 (in all the circumstances
it is not appropriate to charge the
practitioner with unprofessional
conduct).

Decision to charge and matter
finalised by consent:

Cautioned

One practitioner was cautioned: the
matter related to ‘poaching’ of staff.

DISCIPLINARY COMMITTEE

Reprimanded
One practitioner was reprimanded:
the matter was tax related.

Fined

Nine practitioners were fined. The

matters were as follows:

* One related to ‘assisted holding
out’ (R25,000, of which R20,000
was suspended on conditions).

* One related to minor statutory
irregularities concerning the
incorporated firm (R10,000 of
which R5,000 was suspended on
conditions).

* One was deceased estate related
(R10,000 of which R5,000 was
suspended on conditions).

* One was independence related
(R20,000).

. Eixe arose out of practice review.

2nd cycle 2nd review:

> one practitioner was fined
R40,000 of which R20,000
was suspended on conditions;

> one practitioner was fined
R40,000 of which R20,000

The Disciplinary Committee did not meet during this period.

2

* %

was suspended on conditions,
in addition the previously
suspended fine of R15,000
was imposed;

> one practitioner was fined
R30,000 of which R15,000
was suspended on conditions;

> one practitioner was fined
R30,000, of which R10,000
was suspended on conditions;

2nd cycle 3rd review:

> one practitioner was fined
R40,000 of which R20,000
was suspended on conditions,
in addition the previously
suspended fine of R15,000
was imposed.

In certain of these cases the
imposition of sentence was
postponed indefinitely on
condition that the practitioner in
question either withdrew from the
Board’s register, or became non-
attest.
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QUARTERLY REPORT FROM THE DIRECTOR: LEGAL FOR
THE PERIOD 1 OCTOBER 2008 TO 31 DECEMBER 2008

INVESTIGATING COMMITTEE

The Investigating Committee met twice during this period and disposed of one matter in which the complaint was withdrawn.

One matter was disposed of by the directorate before referral to the Investigating Committee in which the complaint was

withdrawn.

The remainder of the matters which the Investigating Committee considered were forwarded to the Disciplinary Advisory

Committee with recommendations.

DISCIPLINARY ADVISORY COMMITTEE

The Disciplinary Advisory Committee
met once during this period and
disposed of five matters, as follows.

Decision not to charge

One matter in terms of Disciplinary
Rule 3.5.1.1 (the respondent is not
guilty of unprofessional conduct).

One matter in terms of Disciplinary

Rule 3.5.1.2 (the respondent having
given a reasonable explanation for
the conduct).

DISCIPLINARY COMMITTEE

The Disciplinary Committee met five
times during this period. Two matters
are part heard; one resumed on 9
and 10 February 2009 and the other
on 16 March 2009.

On 8 October the committee
continued to hear the part heard
case against Mr [N]. The matter
was not finalised on that date and
resumed again on 12 November
2008. There were four charges
against the practitioner, which
appear from the finding.

The finding and sentence of the
committee were delivered by the
chairman, Adv A Dodson. They are
reproduced in full.

One matter in terms of Disciplinary
Rule 3.5.1.4 (there being no
reasonable prospect of proving the
respondent guilty of the conduct in
question).

One matter in terms of Disciplinary
Rule 3.5.1.5 (that in all the
circumstances it is not appropriate to
charge the respondent).

FINDING

CHARGES

Mr [N] is a registered auditor. He is
charged with four separate charges
of improper conduct under the
disciplinary rules deemed to have
been prescribed by the Independent
Regulatory Board for Auditors (“the
Board”) in terms of the Auditing
Profession Act No. 26 of 2005.

The first charge is that he infringed
Disciplinary Rule 2.1.21 (conduct
in a manner which is improper or
discreditable or unprofessional or
unworthy or which would tend to
bring the profession of accounting
into disrepute).

The facts giving rise to
the first charge are

Decision to charge and matter
finalised by consent:

Fined

One practitioner was fined. The
matters arose out of practice review
(2nd cycle 4th review). He was
fined R40,000 of which R15,000
was suspended on conditions, as
well as the imposition of a previously
suspended fine of R15,000. The
imposition of the punishment

was postponed for as long as he
continued not to attest.

set out in paragraphs 6.1 - 6.5 of the
schedule of charges (incorporating
the amendment referred to below)

as follows:

“6.1 During or about the
period from August
2005 to January
2005:

irba




6.1.1

6.1.4

6.1.4.1

the practitioner dispatched,
alternatively caused to

be dispatched, further
alternatively permitted

to be dispatched (further
alternatively took no
reasonable steps to
prevent the dispatch of)

a letter on a letterhead

of his firm, dated on or
about 26 September
2005 addressed to the
company and/or the close
corporation, in which he
used the designation and
the initials;

the practitioner dispatched,
alternatively caused to

be dispatched, further
alternatively permitted

to be dispatched (further
alternatively took no
reasonable steps to
prevent the dispatch of)

a letter on a letterhead of
his firm dated 10 January
2006 and marked “to
whom it may concern”,

in which he used the
designation and the initials;

the practitioner dispatched,
alternatively caused to be
dispatched or circulated,
further alternatively
permitted to be dispatched
or circulated (further
alternatively took no
reasonable steps to
prevent the dispatch

or circulation of) a
brochure of the firm [M]

& [M] Attorneys which
reflected the name of the
practitioner in conjunction
with the initials.

the practitioner signed
the following documents
which the practitioner
knew or ought to have
known would form part
of and would be used in
support of an application
by Mr [S] (trading as
[AKR] Guest House) for
incentives in terms of the
Small/Medium Enterprise
Development programme:

declaration by the

6.2

external auditor,

dated 31 August

2005;
6.1.4.2 report of the
accounting
officer dated 31
August 2005 in
relation to the
financial statements
of [S] trading as
[AKR] Guest House
for the year ended
on 28 February
2005;
report of the
independent auditor
to the Board for
Manufacturing
Development in
terms of the Small/
Medium Enterprise
Development
Programme in
relation to the
application by [S] for
incentives, dated 31
August 2005;

6.1.4.3

6.1.4.4 letter addressed to
the Department of
Trade and Industry,
SMEDP Tourism,
concerning the size
of a property, dated
30 August 2005;
6.1.4.5 letter addressed to
the Department of
Trade and Industry,
SMEDP Tourism,
relating to the
erection cost of
certain buildings,
dated 30 August
2005

in all of which documents
the practitioner used the
designation and the initials.

The use of the designation
and the initials is restricted

to members of the South
African Institute of Chartered
Accountants and members
of the Cape Society of
Chartered Accountants and
members of the Natal Society
of Chartered Accountants,
members of the Orange Free
State Society of Chartered

6.3

6.4

6.5

pra

Accountants, members of

the Transvaal Society of
Chartered Accountants, or of
any successor-initle to any of
those societies. The use of the
designation and the initials by
a person who is not a member
of the South African Institute
of Chartered Accountants or
any of the societies referred to
above is an offence in terms of
the Designation Act.

At all relevant times the
practitioner was not a member
of the South African Institute of
Chartered Accountants or of
any of the professional societies
referred to in 6.2 and was
therefore not entitled to use the
designation and the initials.

By using or by permitting the
use of, or by failing to prevent
the use of, the designation and
initials in the manner referred
to above the practitioner
contravened section 4(1)
and/or section 4(2) of

the Designation Act. The
practitioner is accordingly guilty
of improper conduct within the
meaning of rule 2.1.21 of the
disciplinary rules.

If the practitioner did not himself
despatch the letters and the
brochure referred to in 6.1 then
by permitting the letterhead of
his firm and the brochure to be
despatched in circumstances

in which that despatch was not
under his supervision or control
(or in failing to take reasonable
steps to prevent the despatch

of the letter) the practitioner

is guilty of improper conduct
within the meaning of rule
2.1.21 of the disciplinary rules.”

The second charge against the

ctitioner is that he infringed one or

more or all of-

>

Disciplinary Rule 2.1.5 (failure to
perform work or duties commonly
performed by a practitioner with
such a degree of care and skill
as in the opinion of the Board
may reasonably be expected, or
failure to perform such work or
duties at all);
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» Disciplinary Rule 2.1.20, read
with clause 8 of the Code of
Professional Conduct (which
requires that practitioners not
undertake or continue with any
assignment unless they have
the necessary professional
competence to do so);

» Disciplinary Rule 2.1.21 (conduct
in a manner which is improper or
discreditable or unprofessional or
unworthy or which would tends to
bring the profession of accounting
into disrepute).

The alleged facts on which the
second charge is based are set out
in paragraphs 8.1 to 8.4.5 of the
charge sheet as follows:

“8.1 During or about 2006 the
practitioner acted as auditor of
the company and as accounting
officer of the close corporation.

8.2 During or about April 2006 the
practitioner was engaged to
prepare and audit the annual
financial statements of the
company for the year ended on
28 February 2006 and furnish
the accounting officer’s report
in respect of those financial
statements.

8.3 During or about April 2006 the
practitioner was also engaged
to advise the company and the
close corporation in relation to
their income tax returns and tax
affairs.

8.4 The practitioner failed to
perform his duties in terms of his
engagements with the required
degree of care and skill and/
or with the required level of
professional competence
and care, and/or he failed to
conduct himself with courtesy
and consideration towards his
clients, in the following respects:

8.4.1  he failed to prepare the
financial statements of
the company, or to audit
the financial statements
of the company,
timeously or at all;

8.4.2  he failed to prepare
the annual financial
statements, and he failed
to furnish the accounting
officer’s report, in
respect of the close
corporation timeously or
at all;

8.4.3  he failed to keep
appointments with the
clients’ representative
and/or he cancelled
appointments made
to meet the clients’
representative without
notice or without
adequate notice;

8.4.4  he failed to deliver
documents to the clients’
representative timeously
or at all despite his
undertakings that the
documents would be
delivered;

8.4.5  he failed to contact the
clients’ representative
to discus issues relating
to his engagement
despite having given
undertakings to do so.”

The third charge against the
practitioner is that he infringed either
or both of -

* Disciplinary Rule 2.1.14 (failure
to answer or deal appropriately
within a reasonable time,
correspondence or other
communications from the Board
or other persons which required a
response);

* Disciplinary Rule 2.1.21 (conduct
in a manner which is improper or
discreditable or unprofessional or
unworthy or which would tend to
bring the profession of accounting
into disrepute).

The facts giving rise to the third
charge are set out in paragraph 10
of the charge sheet as follows :

“10. During or about the period
from May 2006 to April
2007 the practitioner
failed to answer
or to deal

with appropriately within a
reasonable time, the following
correspondence or other
communications from the
Board and/or from Mr [S] (the
representative of the company
and the close corporation), all
of which correspondence or
other communications required
a reply or other response.”

There follows a table listing, first,
communications from Mr [S] and,
second, five communications in the
form of letters from the Board.

The fourth charge against the
practitioner is that he infringed -

» Disciplinary Rule 2.1.20 (failure
to observe the provisions of the
Code of Professional Conduct);

and/or
» Disciplinary Rule 2.1.21 (conduct

in a manner which is improper or

discreditable or unprofessional or
unworthy or which would tend to

bring the profession of accounting
into disrepute).

The facts giving rise to the fourth
charge are set out in paragraph 12
of the charge sheet as follows :

“12.1 During or about 2005 and
2006 the practitioner shared
offices and/or office facilities

with a firm of attorneys known
as [MM].

12.2  The sharing of offices by
attorneys with an auditor
in public practice is a
breach of the rules
of the Law Society
of the Northern
Provinces, and
the practitioner
knew or
must have
known
that
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it was such a breach. The
practitioner accordingly
assisted and/or enabled and/
or caused the attorneys’ firm
to breach the provisions of
the rules of the Law Society of
the Northern Provinces. The
practitioner is accordingly
guilty of improper conduct
within the meaning of rule
2.1.21.

12.3 By being associated with the
attorneys’ firm in the manner
aforesaid the practitioner
breached paragraph 7
of the Code in that that
association was likely to
affect the appearance of the
practitioner’s independence
as a registered account and
auditor, and he was therefore
guilty of improper conduct
within the meaning of rule
2.1.20."

Clause 7 of the Code of Professional
Conduct deals with the requirement
of independence.

SUMMARY OF EVIDENCE

In support of the charges, the pro
forma complainant on behalf of the
Board led the evidence of Mr [D],
Project Director, Ethics and Discipline
of the South African Institute of
Chartered Accountants (“SAICA”)
and Mr [S], Director of what is
referred to in the charges as “the
company” being [L] Guest House,
[EN] (Pty) Ltd; and a member of what
is described in the charges as “the
close corporation”, being [AKR] CC.

Mr [D]
Mr [D] testified to his having checked
the records of the South African
Institute of Chartered Accounts and
as to the fact that those records
reflected that the practitioner had
been struck off the register of
members of SAICA for the non
ayment of his subscriptions with
effect from 29 September 2000. On
that day, a letter had been addressed
to the practitioner confirming his
having been removed from the

membership of SAICA.

The letter addressed to the
practitioner specifically pointed out

the following:

“Ek maak u attent daarop dat u nie
meer geregtig is om die benaming
Geoktrooieerde Rekenneester (Suid-
Afrika) te gebruik nie. Trouens, indien
u dit sou doen, is u skuldig aan ‘n
strafbare oortreding onderworpe aan
‘n maksimun boete van R20,000.”

The fact of the termination of the
practitioner’s membership of SAICA
was in fact common cause as was
the fact that he was aware that

he was from that time onwards no
longer entitled to use the designation

chartered accountant or the initials
CA(SA).

Mr [D] also drew the committee’s
attention to the statutory provision
which prohibits the use of that
designation and that initials being the
Chartered Accountants Designation
(Private) Act No. 67 of 1993.

He testified further that the use of
the designation and the initials on
the two letters in the bundle which
bore the practitioner’s l