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“Establishment of this [Advisory] Group allows IFIAR to bring more continuity and
depth in its ongoing dialogue with investors, audit committees and other key
stakeholders that share IFIAR’s objective of enhancing audit quality globally and the
promotion of investor protection. Such dialogue will help ensure IFIAR focuses on
those audit quality issues most relevant to investors.”
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The Members of the Advisory Group

Ms. Melissa Brown Mr. Ken Kiyohara Mr. Art Korpach Mr. Paul Koster Mr. Kurt Schacht
Partner Representative Chair Calgary Chapter Managing Director Managing Director Standards
Daobridge Capital Kiyohara International Institute of Corporate Dutch Investors’ and Advocacy

Law Office Directors Association VEB CFA Institute
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Background Paper, “Current Trends in the Audit Industry”
(https://www.ifiar.org/IFIAR/media/Documents/IFIARMembersArea/MemberUpdates/Member%20Updates/Current-Trends-in-the-Audit-Industry.pdf)
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Mr Ken Kiyohara Presentation: Addressing Some Threats to Audit Quality

Mr Dilhan Pillay Presentation: Current Trends in the Audit Industry

Mr Paul Koster Presentation: The Threat of Weak Board Dynamics

Ms Joélle LE VOURC'H Presentation: Current Trends in the Audit Industry

Mr James Goodfellow Presentation: Some Thoughts on the Future of External Auditing
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Mr Ken Kiyohara
Partner, Jones Day, Tokyo
Member of Audit Committee, Business Accounting Council, Japan

Recent Trends in Audit Services (Japan)

“There are some positive factors for audit services, such as active IPO and M&A markets.
However, there appears to be a potential concern over the quality of consolidated financial
statements in that the internal control over subsidiaries (in particular, overseas subsidiaries)
may not be as robust as it should be. Here, in order to ensure the integrity of consolidated
financial reporting, there appears to be a real need for more audit services by the principal
auditor, and in particular where there may be a difference in the level of internal or external
audit quality. In that connection, globally good cooperation and coordination among
regulators are also warranted.”

Who is the “Client”?

“It is customary in the audit industry for the auditor to call the audited company a “client” or
“audit client.” However, due to the nature of audit services and need to ensure the
independence and objectivity, this practice may need to be revisited and to see whether it may
pose a threat or not, or whether it may give rise to a suspicion that auditors may not be
working in the interests of investors but may be working to satisfy those whom they call
“client.” At least the practice should not allow them to lose sight of auditors’ fundamental
professional duties and they should be reminded that beneficiaries of audit services are
investors and other users of audited financial statements, who are “true” clients of audit
services.”
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Mr Dilhan Pillay

Head, Enterprise Development Group, Temasek International Pte. Ltd.

Mr Pillay is also a former Board member of the Accountant and Corporate Regulatory
Authority (ACRA) of Singapore

“Talent attraction and retention and commoditisation of audit services are key issues
impacting today’s global audit landscape. Price competition amongst firms remains intense,
resulting in downward pressure in audit fees as conversations on the value of audits with
stakeholders become increasingly side-stepped. This has long term repercussions on audit
firms’ ability to attract and retain the best talent for the profession. The pyramid staffing
model of few partners and many junior staff also raises concerns over the sufficiency of
supervision and involvement by experienced auditors in the conduct of audits. There is a
pressing need to address these issues to ensure the health and long term sustainability of
audit quality to service businesses’ growing demands. Audit firms have to better demonstrate
the quality and value of audit to stakeholders, particularly to audit committees who are
intimately involved in overseeing the audit process.”
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Mr James Goodfellow FCPA
Corporate Director Canadian Tire Corporation

There is no question, audit reqgulators and the profession continue to enhance the reliability of
statutory auditing. But is external auditing losing its relevance?

James Goodfellow’s discussion paper — Thoughts on the Future of External Auditing —
considers that loss-of-relevance risk drawing from his wide experience as an auditor, corporate
director, audit committee member and chair, and from presentations and discussions from
three Canadian Public Accountability Board (CPAB) Auditing Quality Symposiums.

The paper features a four-quadrant relevance-versus-reliability analysis that suggests why we
need innovation in the audit industry, what getting stuck in the Commodity Trap means to
quality auditing, and how we need holistic, transformational change to ensure sustainable
quality audits. Goodfellow asks hard questions. For example, are external auditors auditing
the right things, at the right time, with the right methods and tools?

Repositioning external auditing so that it better protects investors, contributes to the
efficiency of the capital markets and supports the audit committee will be no small feat, but
Goodfellow proposes it needs to be done, starting now. This will require innovation, bold
leadership and the support of the various parties in the financial reporting process. And it will
demand a compelling and convincing vision of the role and value external auditing can bring
to investors, the capital markets and the corporate directors responsible for the governance of
public companies.



(&%) 2015F0AR=5E (aik)
JCRVZA MDA MR (DITBARED) (4)

Ms Joélle LE VOURC'H
ESCP Graduate Professor

"The current competition in the audit market leads to a high concentration, especially for PIE
audits (Public Interest Entities). This is mostly due to the stability of the market and the main
players, a low switching rate or changes in audit firms, the costs of changes not only for the
audit firms but also for the entities themselves. In this context, it is difficult or even impossible
for “mid tier firms" to play a role.

In order to de-concentrate the market, there is no magic bullet but some winning

combinations such as incentive for joint audits (preferably including the involvement of one big
firm and one mid tier firm), together with mandatory rotation of audit firms with a duration
long enough to absorb the cost of changes on both the auditor’'s and the entity's sides, together
with the development of the role of the audit committee in supervising the audit process,
together with the increase of the independence of the auditors by monitoring and limiting the
provision of non audit services to audit clients."



