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Ref: 14/73
Prof. Arnold Schilder
Chairman
International Auditing and Assurance Standards Board
International Federation of Accountants
529 Fifth Avenue, 6™ Floor
New York, New York
10017 U.S.A.

Dear Professor Schilder,

IAASB Exposure Draft: Proposed Changes to the International Standards of Auditing
(ISAs) - Addressing Disclosures in the Audit of Financial Statements

The International Association of Insurance Supervisors (IAIS) welcomes the opportunity to
comment on the IAASB Exposure Draft: Proposed Changes to the International Standards of
Auditing (ISAs) - Addressing Disclosures in the Audit of Financial Statements (the exposure
draft). This is a topic of significant interest to the IAIS.

In 2011, the IAIS provided detailed comments on the |IAASB’s Discussion Paper: The
Evolving Nature of Financial Reporting: Disclosure and its Audit Implications. We are
satisfied to see that this IAASB exposure draft has addressed a number of concerns we
expressed in our comments on the discussion paper. In particular, we believe that the IAASB
has appropriately addressed the:

¢ Importance of the disclosures in relation to financial statements;

o Need to embed the audit of the disclosures in each step of the audit approach, also
engaging management’s commitment to make available information relevant to
disclosures early in the process so as to ensure the audit approach relative to the
disclosures is developed in a timely manner;

¢ Importance of the identification and assessment of the risk of material misstatement
within disclosures in relation to the assertions; and

e Importance of the communication with those charged with governance on the
usefulness of the disclosures in order to reinforce the relevance, reliability,
comparability and understandability of the financial statements.

However, we believe that further improvements can be made to the proposals. We provide
the following detailed comments on the specific exposure draft proposals:

Elevation of certain application material to ISA requirements

We believe that some of the application material should be elevated to ISA requirements, as
they reflect audit procedures that would be carried out in all audits of disclosures. For
example:

International Association of Insurance Supervisors
c/o Bank for International Settlements, CH-4002 Basel, Switzerland
Telephone: 41 61 225 7300 Telefax: 41 61 280 9151 Website: www.iaisweb.org E-mail: iais@bis.org


http://www.iaisweb.org/

e Evaluating the adequacy of presentation and disclosure as described in paragraph
A59 in ISA 330",

¢ Evaluating misstatements in non-quantitative disclosures as discussed in paragraph
A13ain ISA 450% and

e Evaluating the appropriateness of the disclosure of significant accounting policies
and the understandability and relevance of the information presented in the financial
statements as described in paragraphs A3a and A3b, respectively, in ISA 700.3

ED - ISA 200, Overall Objectives of the Independent Auditor and the Conduct of an
Audit in Accordance with International Standards on Auditing

We believe that it is important to emphasise the view that - in light of the increasing
relevance of disclosures to the understandability of financial statements — the audit of
disclosures is as important as the audit of the primary financial statements. Disclosures are
an integral part of the financial statements and should be audited with the same rigour as the
audit of the other parts of the financial statements. As a result, we fully agree with the
inclusion of the disclosures in the definition of the financial statements.

However, we observed that the terminology used is not always consistent with the new
definition since the references to financial statements are sometimes followed by “including
disclosure”.

ED - ISA 240, The Auditor’s Responsibilities Relating to Fraud in an Audit of
Financial Statements

Regarding A 11, the omission of material disclosures should be also considered as a risk of
fraud.

ED - ISA 300, Planning an Audit of Financial Statements

We support the changes proposed. However, the standard should better emphasise that the
application of a suitable professional judgment to the overall presentation, structure and
content of the financial statements should involve members of the audit team with an
adequate level of experience and seniority. This is particularly true in assessing the
contribution of the disclosure to the relevance, reliability, comparability and understandability
of the financial statements, considering the expectations of investors and other stakeholders.

Regarding the use of experts (A 12b), we would also stress the need for adequate expertise
to audit the disclosures, where there are complexities, relating also to other areas such as
fair values, impairment of intangibles and sensitivity analysis.

ED - ISA 315 (Revised), Identifying and Assessing the Risks of Material Misstatement
through Understanding the Entity and Its Environment

We support the proposed changes.

ToIsA 330, The Auditor's Responses to Assessed Risks

2 IsA 450, Evaluation of Misstatements identified during the Audit

® ISA 700, Forming an Opinion and Reporting on Financial Statements



However, we believe the information relative to the solvency capital requirement should be
added in the list (A 128c) of the disclosures that may be relevant when assessing the risks of
material misstatement affecting information that may influence the economic decisions of
users.

ED - ISA 320, Materiality in Planning and Performing an Audit

We believe that disclosures in relation to solvency capital and risk sensitivity analysis should
be considered when determining the materiality threshold for the audit of financial reporting
disclosures.

More generally, we believe that coordination with the IASB, who are engaged in a project
which aims to improve the usefulness and clarity of financial statement disclosures, would be
a useful endeavour for the IAASB, particularly with respect to considering the definition of
materiality within the context of disclosures. We believe that a material misstatement exists if
the disclosure or its omission could mislead the user of the financial statements.

ISA 500 Audit evidence

In auditing financial reporting disclosures, auditors should gather sufficient, appropriate audit
evidence that supports the accuracy of these disclosures, and should challenge the
preparers on the appropriateness, adequacy and understandability of these disclosures. In
this context, we believe that the standards should provide more guidance to auditors on
audit procedures that should be carried out to meet these requirements.

We suggest that the IAASB consider enhancing ISA 500 to improve the audit of financial
reporting disclosures by providing more information about how the auditor should deal with:

o Information derived through processes other than accounting processes (for
example, disclosures relating to embedded value);
Management judgments and assumptions;
Qualitative disclosures;
Risk management disclosures; and
The extent to which it is appropriate to rely on management representations for
disclosures which are highly subjective.

ISA 700 Forming an Opinion and Reporting on Financial Statements

Under ISA 700, the auditor is required to stand back and evaluate whether the information
presented in the financial statements is relevant, reliable, comparable and understandable.
We can understand that in an objective-based disclosure approach, not all the disclosures
required by the regulator are considered for inclusion in financial statement disclosures. In
such cases, we believe that the entity and the auditor should document and justify their
judgment.
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If you have further questions regarding this letter, please contact Mark Causevic at the IAIS
Secretariat (tel: +41 61 280 8323; email: mark.causevic@bis.org) or Markus Grund, Chair of
the IAIS Accounting and Auditing Working Group (tel: +49 228 4108 3671; email:
markus.grund@bafin.de).

Yours sincerely,

P. Browmotin %//ZZ%/

Peter Braumdiller Michael McRaith
Chair, Executive Committee Chair, Technical Committee


mailto:mark.causevic@bis.org
mailto:markus.grund@bafin.de

	Elevation of certain application material to ISA requirements


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /PageByPage

  /Binding /Left

  /CalGrayProfile (Gray Gamma 2.2)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Warning

  /CompatibilityLevel 1.6

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages false

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.1000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams true

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo false

  /PreserveCopyPage false

  /PreserveDICMYKValues true

  /PreserveEPSInfo false

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments false

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Remove

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

    /SymbolMT

    /Wingdings-Regular

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 150

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 150

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.00000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /ColorImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 150

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 150

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.00000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /GrayImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 600

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.00000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<





    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>







    /HUN <>

    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)

    /JPN <>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>





    /SKY <>



    /SUO <>

    /SVE <>

    /TUR <>



    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 6.0 and later.)

  >>

>> setdistillerparams

<<

  /HWResolution [600 600]

  /PageSize [595.276 841.890]

>> setpagedevice



