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SAICA COMMUNICATION 
Global Inspection Findings – A Reference Point to Enhance Audit Quality  
 

 

The International Forum of Independent Audit Regulators (IFIAR), of which the Independent 
Regulatory Board for Auditors (IRBA) in South Africa is a member, released its report Survey 
of Inspection Findings 2017 (the IFIAR Report) on 8 March 2018. The Report summarises the 
results of IFIAR’s sixth annual survey of its members’ findings from inspections of audit firms 
in their jurisdictions and include responses from 42 audit regulators across the globe. 
 
The South African Institute of Chartered Accountants (SAICA) welcomes the Report as a 
reference point to enhance audit quality. The highest standard of audit quality is essential for 
the continued relevance and value of the external audit in enhancing the credibility of financial 
reporting, which in turn contributes to confidence in and the stability of financial markets. 
SAICA values all input that can be used as a basis to better understand audit areas and 
elements that may require improvement and to collaborate with regulators and other 
stakeholders in this regard. SAICA will use the IFIAR Report, together with other resources 
and information to inform its initiatives on how best to respond in terms of supporting its 
members. 
 
The IFIAR Report focuses on inspections conducted at the six largest global audit firm 
networks (i.e. the Global Public Policy Committee (GPPC) networks), namely: BDO, Deloitte, 
EY, Grant Thornton, KPMG and PwC. It provides information about two categories of 
inspection activities, namely: inspections performed on firm-wide systems of quality control 
and inspections of individual audit engagements. 
 
Monitoring results, such as those in the form of findings from inspections conducted by audit 
regulators, is only one input in evaluating the consistent execution of high quality audits by 
audit firms. There exists general recognition that a broad spectrum of so-called audit quality 
indicators have to be considered in combination to obtain a fuller picture of audit quality. For 
example, audit committees are increasingly focussing their attention on the use of various 
audit quality indicators when discharging their oversight responsibilities with respect to the 
external audit and in making decisions regarding the appointment or re-appointment of the 
entity’s external auditors. 
 
Inspection findings feed into this process as one of the reference points. The IFIAR also 
cautions in its Report that the survey results do not measure precisely and should not be the 
sole measure of progress in improving audit quality; although it is helpful for determining 
general trends in areas of findings, it does not assess the severity of individual findings. The 
fact that some auditors have not complied with applicable standards in a particular audit area 
does not necessarily indicate that the financial statements concerned are misstated, or that 
an inappropriate audit opinion was expressed. However, the identification of areas of non-
compliance as reflected in the IFIAR Report provides a transparent and useful context for 
discussions about areas for improvement. 
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While the numerical analysis of inspection findings is useful in certain respects, it should not 
be taken out of context. Inspection findings are by their nature entity-specific and audit-
specific, and can only be properly interpreted if they are understood in the circumstances of 
the specific audit client where they arose, recognising that the auditing standards are 
principles-based and demand the exercise of professional judgement by the auditor. 
 
Furthermore, because audit regulators apply a risk-based approach when selecting individual 
audit engagements for inspection, the numerical results cannot be extrapolated to the entire 
population of audits conducted. Rather, every audit firm should reflect on what these findings 
mean for its system of quality control and the conduct of its engagement partners and 
engagement teams in performing audits of financial statements. SAICA encourages all audit 
firms to use the IFIAR Report as a reference point to enhance audit quality. 
 
In respect of firm-wide quality control inspections, 32 audit regulators reported results of their 
inspections of 111 audit firms’ (from the GPPC networks) systems of quality control. Two of 
the firm-wide quality control inspections elements with high rates of inspection findings are: 
Engagement Performance; and Independence and Ethical Requirements. The percentage of 
audit firms inspected that had at least one finding in these two areas were 55% and 40% 
respectively. IFIAR indicates that the inspection data at firm level viewed on average over a 
period of years (2013 to 2017), reflects no definitive trend in quality control findings. 
 
Notable findings relating to Engagement Performance include an insufficient depth/extent of 
engagement quality control reviews and a failure to establish and/or implement policies and 
procedures for sufficient, timely engagement supervision and review. Notable findings relating 
to Independence and Ethical requirements include a failure to maintain independence due to 
existence of financial relationships, not appropriately considering applicable firm or auditor 
partner rotation rules and findings related to firms’ monitoring of staff and partner 
independence. Audit firms should reflect on their policies and procedures, and implementation 
in these areas, since deficiencies may adversely impact a firm’s overall environment for 
individual audit engagements or for internal monitoring and oversight of audit engagements. 
 
In respect of inspections of individual audit engagements, 33 audit regulators reported results 
of their inspections of 918 audit engagements of listed public interest entities (listed PIEs) 
performed by 120 individual firms from the GPPC networks. The two audit engagement 
inspection areas with the highest rates of inspection findings are: Accounting Estimates (29%) 
and Internal Control Testing (17%). Other inspection themes or audit areas where 10% or 
more of the engagements inspected had at least one finding are: Audit sampling; Group audits; 
Engagement quality control reviews; Financial statements presentation and disclosure, and 
Substantive analytical procedures. 
 
Overall, the 2017 survey results indicate that 40% of audit engagements inspected had at 
least one finding, which has decreased from 47% in 2014. An important observation in 
interpreting the survey results is that the progress in terms of addressing recurring deficiencies 
as reflected in inspection findings is not experienced in all jurisdictions at the same rate; in 
essence, there are inconsistencies across the jurisdictions in which the GPPC networks 
operate: 
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 IFIAR’s Global Audit Quality Working Group (GAQWG) comprise representatives of audit 
regulators from nine jurisdictions, namely Australia, Canada, France, Germany, Japan, 
Netherlands, Singapore, UK and USA. The GPPC networks have agreed in 2015 to reduce 
the occurrence of inspection findings from 39% to 29% within four years, across the GPPC 
networks’ member firms within the GAQWG members’ jurisdictions. In this regard, the 
2017 survey data reflects the occurrence of inspection findings at 30%. The GAQWG 
believes that the rate of findings remains too high, but the GPPC networks have indicated 
their commitment to sustained efforts to maintain and further reduce the level of findings 
over the target period to 2019. 

 The occurrence of inspection findings in the audits of listed PIEs performed by the GPPC 
networks in jurisdictions not in the GAQWG, is at 63%. The inconsistency is obvious. It 
would appear that audit firms in certain jurisdictions “get it right” more often than audit firms 
in other jurisdictions, although all of the audit firms belong to the GPPC networks. 
Therefore, the focus of the networks should include the identification of inconsistencies 
between their member firms in different jurisdictions and taking further action to enhance 
audit quality throughout all of their member firms. 

 
The IFIAR also highlights the following initiatives that it expects will in future have a positive 
effect on enhancing audit quality:  

 IFIAR’s dialogue with the GPPC networks, which focuses on how firms are managing their 
audit practices to promote audit quality. Issues discussed include: the identification and 
tracking of audit quality indicators; how the firms create a culture that demands and 
rewards quality; and the firm’s project management tools to identify risks in an audit and 
evaluate whether these risks are appropriately addressed before the opinion is 
expressed. 

 IFIAR’s Standards Coordination Working Group engages with the International Standard 
Setting Boards and encourages their attention on whether their projects address areas of 
frequent inspection findings and whether the standards’ requirements are sufficiently 
clear, drive consistent application by auditors and enhance the exercise of sufficient levels 
of professional skepticism. 

 
Auditors should carefully consider the results of the IFIAR Report and the public inspections 
reports of individual audit regulators in their various jurisdictions, including that of the IRBA in 
South Africa. These reports provide insights into certain trends and they identify areas for 
improvement, which in turn can assist audit firms in reflecting on their systems of quality 
control and the performance of individual audits, including focussing their root cause analyses 
of deficiencies, remedial action plans and monitoring the effectiveness of actions that have 
been implemented. 
 
SAICA will continue with its programme of proactive engagement with the IRBA Inspections 
Department and utilising our committees and structures to create a forum to inform members 
about matters relating to the inspections process and inspections findings (at firm level and at 
engagement level), and escalating inspections-related matters to the IRBA. This also informs 
our ongoing communication with members and provides input relating to the content and focus 
of our products and services to members, including certain seminars and events. Furthermore, 
SAICA participates in the international auditing and ethics related standard-setting processes 
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through contributing to the outreach activities of the International Standard Setting Boards, 
raising awareness and soliciting input regarding ongoing projects locally and internationally, 
and submitting comments on proposed standards and other developments. Improving 
consistency in the execution of high quality audits is an important focus area for us and we 
are committed to playing our part. 
 
The full IFIAR Report can be accessed via the IFIAR website. 
 
 
 
Willie Botha 
Senior Executive: Assurance and Practice 
 

https://www.ifiar.org/activities/annual-inspection-findings-survey/

