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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, recently released its 
Report on 2016 Survey of Inspection Findings. The report summarises the results of IFIAR’s 
fifth annual survey of its members’ findings from inspections of audit firms in their 
jurisdictions and include responses from 36 audit regulators across the globe. 
 
The South African Institute of Chartered Accountants (SAICA) welcomes the IFIAR Report 
as a further 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 the stability of financial markets. 
SAICA values all input that can be used as a basis to better understand audit areas and 
elements that require improvement and to collaborate with regulators and other stakeholders 
in taking appropriate action. In this regard SAICA will use the IFIAR Report, together with the 
Public Inspections Reports released by the IRBA in South Africa, and related resources and 
information to inform its initiatives on how best to respond in terms of supporting its 
members. 
 
The IFIAR Survey focuses on inspections conducted of firm-wide systems of quality control 
of the six largest global audit firm networks, namely, BDO, Deloitte, EY, Grant Thornton, 
KPMG and PWC. Furthermore, it includes the results of inspections of 855 audit 
engagements of listed public interest entities that were performed by 121 individual firms as 
part of these networks in the various jurisdictions of the audit regulators that participated in 
the Survey. 
 
42% of the audit engagements inspected had at least one inspection finding, which is a 
slight improvement from the 43% in the previous year. However, the occurrence of findings 
remains too high and deserves the attention of audit firms, audit regulators, standard-setters, 
professional accountancy organisations and others. Although the primary responsibility for 
performing quality audits rests with auditors, other participants in the financial reporting 
supply chain, such as boards of directors and audit committees, also have important roles to 
play. 
 
The IFIAR Report must be read and understood in proper context, since the overall nature of 
inspection findings reported in the Survey generally relate to matters of compliance with 
applicable standards, codes, legislation and related requirements. The fact that some 
auditors have failed to comply 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. Because of various limitations highlighted in the 
Report, the results of the IFIAR Survey cannot be generalised with respect to the overall 
population of audit firms and audit engagements. However, the identification of areas of non-
compliance as reflected in the inspection findings pertaining to certain areas of audit firms’ 
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systems of quality control and identified elements of individual audit engagements provide 
useful context for discussions about areas for improvement in audit performance. 
 
At the overall audit firm level, one of the quality control elements with a high rate of 
inspection findings is independence and ethical requirements – 40% of the audit firms where 
this element was addressed as part of the inspection process had at least one finding in this 
area. Looking at the further information around the nature of the inspection findings, it would 
appear that only 6 findings relate to actual failures to maintain auditor independence, 
whereas the other findings relate to failures to maintain sufficient evidence to demonstrate 
compliance with requirements to consider and evaluate, monitor and communicate regarding 
certain independence and ethical requirements. However, compliance must be improved 
otherwise it contributes to an environment where actual failures may occur more readily. 
Actual failures identified must be dealt with to the full extent of the Code of Ethics and 
relevant laws and regulations in a jurisdiction. 
 
At the level of individual audit engagements, the audit areas with the most frequent 
inspection findings were, the audit of accounting estimates (including fair value 
measurements), the auditor’s testing of internal control, audit sampling and revenue 
recognition. 
 
The number of external inspection findings is not the sole means to evaluate audit quality; 
including the fact that many of the regulators that participated in the Survey also indicated 
that the nature of findings is a relevant measure. Many measures or indicators of audit 
quality exist and are being used more and more to provide those charged with governance, 
including audit committees, with more relevant, more firm-specific and more transparent 
information to better enable them to discharge their oversight responsibilities with respect to 
the external auditor and audit. Some of these other measures include the proportion of hours 
spent on an audit engagement by the audit partner and senior staff, the relevant experience 
of these individuals, the timing and effort put to individual phases of the audit, the availability 
and access to technical support and specialised knowledge and experience, and the 
engagement team’s independence, competency, capacity and risk-focus, inter alia. 
 
IFIAR highlights various initiatives that it expects will in future have a positive effect on 
enhancing audit quality, including contributing to the goal that was set between the Global 
Audit Quality Working Group and the six largest global audit firm networks in 2015, namely 
to reduce the occurrence of inspection findings with at least 25% on an aggregate basis over 
four years. These initiatives include, amongst others, promoting the performance by audit 
firms of robust root cause analysis of inspection findings, the implementation and monitoring 
of remedial action plans, encouraging practices for the timely monitoring of audit 
performance, identifying and tracking the attributes of high-quality audits, the development of 
robust audit quality indicators, regulators monitoring the action plans of firms, firms 
improving their internal quality monitoring programmes, networks developing and making 
available to their member firms various tools and resources to assist with quality monitoring, 
and engaging with and encouraging the International Auditing and Assurance Standards 
Board (IAASB) and the International Ethics Standards Board for Accountants (IESBA) to 
consider the impact of inspection findings on their current and future standard-setting 
projects. 
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IFIAR has noted that the audit firm networks involved are committed to a dialogue on 
improving audit quality and that there has been progress by the audit firms in implementing 
appropriate actions. In South Africa, we should also consider how these initiatives can be 
replicated and contributed to. 
 
SAICA will continue with its programme of pro-active 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 certain seminars, events and similar interventions. 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 SAICA website. 
 
 
 
Willie Botha 
Senior Executive: Assurance and Practice 
 

https://www.saica.co.za/Technical/Assurance/QualityControl/tabid/2945/language/en-ZA/Default.aspx

