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IAASB Feedback Statement on Disclosure 
Consultation

The International Auditing and Assurance Standards 
Board (IAASB) recently released a Feedback Statement 
on the responses to its January 2011 Discussion Paper, 
The Evolving Nature of Financial Reporting: Disclosure 
and Its Audit Implications. The Discussion Paper solicited 
views and perspectives of different stakeholder groups on 
the challenges arising as financial reporting continues to 
evolve to meet the changing needs of users. The Feedback 
Statement provides an overview of the key messages 
heard and provides thoughts and recommendations on 
what can be done to address them. It presents a summary 
of the range of views on some of the more significant 
challenges faced by participants across the entire financial 
reporting supply chain, including the impact of trends in 
financial reporting, applying materiality to disclosures, 
evaluating misstatements generated by disclosures, the 
availability of audit evidence to support disclosures, and 
work effort. To address some of the issues identified, 
respondents have called for more auditing guidance 
in certain identified areas. However, the majority of the 
respondents were of the view that some of the more 
important issues could not be addressed by the IAASB 
on its own, but would require international collaboration 
and cooperation, particularly with both the accounting 
standard setters — including the International Accounting 
Standards Board (IASB) and US Financial Accounting 
Standards Board (FASB) — and regulators. Like others, 
the IAASB has a role in enhancing the public’s confidence 
in disclosures as a priority — recognising that individual 
initiatives must be towards finding a collective solution.
(Source: http://www.ifac.org/)

IAASB Focuses on Capital Markets; Issues 
New Assurance Standard on Pro Forma Financial 
Information

Recognising the need for reliable information in 
domestic and cross-border securities offerings and 
other fundraising activities, the International Auditing 
and Assurance Standards Board (IAASB) has released 
new International Standard on Assurance Engagements 
(ISAE) 3420, Assurance Engagements to Report on the 
Compilation of Pro Forma Financial Information Included 
in a Prospectus. Companies seeking to access capital 
markets commonly include pro forma financial information 
in their prospectuses as a key element to enable investors 
and others to better assess the investment opportunities 
presented. Pro forma financial information included 
in an issuer’s prospectus illustrates the impact of a 
proposed acquisition, equity or debt issuance, or other 
transactions on the issuer’s historical financial information 
as if such event or transaction had occurred at an earlier 
selected date. “Pro forma financial information included 
in prospectuses plays an important role in informing the 

public’s investment decisions in today’s increasingly 
global capital markets. Enhancing public confidence 
in how such financial information has been produced 
is, therefore, especially important,” said Prof. Arnold 
Schilder, Chairman of the IAASB. The new ISAE 3420 
provides comprehensive guidance on the nature and 
extent of a practitioner’s work when engaged to report on 
the compilation of pro forma financial information. Among 
other matters, it establishes minimum benchmarks for 
suitable criteria for the compilation of such information. 
It also covers related engagement acceptance and 
reporting considerations. ISAE 3420 is effective for 
assurance reports dated on or after 31st March, 2013.
(Source: http://www.ifac.org)

IIA Cautions that Mandatory Audit Firm Rotation 
is too Costly with Limited Benefits

The Institute of Internal Auditors (IIA) has issued a 
Comment letter stating its position on the Concept 
Release issued by the PCAOB regarding auditor 
independence and audit firm rotation. The IIA believes 
that mandatory audit firm rotation could significantly 
impact the relationship between the external and internal 
auditors; how their audits are planned, coordinated, and 
performed; and how the external auditors leverage the 
knowledge, experience, and expertise of internal auditors 
to enhance overall effectiveness. However, it is not clear 
whether mandatory audit firm rotation will enhance auditor 
independence, objectivity, and professional skepticism 
when considering the cost/benefit trade-offs. The IIA went 
on to say in its response to the PCAOB that its research 
has indicated a majority of IIA members disagree with the 
concept of mandatory audit firm rotation. Members also 
feel that the independence, objectivity, and professional 
skepticism of “new” external audit firms is not markedly 
different than that of a prior existing firm. The IIA’s 
member research also cited other disadvantages of 
mandatory audit firm rotation, including increased costs 
to the company and/or audit firm, a steep learning curve 
and loss of knowledge, potential erosion in the quality 
of audits, potential opportunities for opinion shopping, 
potential that mandatory rotation would diminish the role 
and influence of the audit committee. In lieu of time-based 
mandatory rotation, IIA suggested the PCAOB require a 
change in the external auditor when circumstances arise, 
such as restatements (which result in the Company’s filing 
an 8K removing reliance on the prior filing); significant 
frauds in the company’s audited financial statements; or 
other indicators of audit failure which impact investors. 
(Source: http://www.accountingeducation.com/)

FASB Defers Certain Aspects of Comprehensive 
Income Accounting Standards Update

The FASB has issued Accounting Standards Update 
No. 2011-12, Comprehensive Income (Topic 220): Deferral 
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of the Effective Date for Amendments to the Presentation 
of Reclassifications of Items Out of Accumulated Other 
Comprehensive Income in Accounting Standards  
Update No. 2011-05. The Update defers the specific 
requirement to present items that are reclassified from 
accumulated other comprehensive income to net  
income separately with their respective components of 
net income and other comprehensive income. Earlier  
this year, the FASB issued Accounting Standards Update 
No. 2011-05, Comprehensive Income (Topic 220): 
Presentation of Comprehensive Income. The Update 
was intended to increase the prominence of other 
comprehensive income in financial statements and help 
financial statement users better understand the cause 
of a company’s change in financial position and results 
of operations. Stakeholders, however, recently raised 
concerns that new presentation requirements about 
the reclassification of items out of accumulated other 
comprehensive income would be costly for preparers 
and add unnecessary complexity to financial statements. 
As a result of these concerns, the Board decided to 
reconsider whether it is necessary to require companies 
to present reclassification adjustments by component 
in both the statement where net income is presented 
and the statement where other comprehensive income 
is presented for both interim and annual financial 
statements. The Board did not defer the requirement to 
report comprehensive income either in a single continuous 
statement or in two separate but consecutive financial 
statements. To defer only those changes in Update 
2011-05 that relate to the presentation of reclassification 
adjustments, the amendments in this Update supersede 
only those paragraphs that pertain to how and where 
reclassification adjustments are presented. While the 
Board is considering the operational concerns about the 
presentation requirements for classification adjustments, 
entities will continue to report reclassifications out of 
accumulated comprehensive income consistent with 
the presentation requirements in effect before Update 
2011-05.The amendments are effective at the same time 
as the amendments in Update 2011-05. Therefore, the 
amendments in this Update are effective for public entities 
for fiscal years, and interim periods within those years, 
beginning after 15th December, 2011. 
(Source: http://www.accountingeducation.com/)

New Microsoft Excel Add-in Designed for 
Auditors

ACL Services Ltd., a provider of business assurance 
technology for audit and compliance professionals, 
recently introduced ACL Acerno, an add-in for Microsoft 
Excel specially designed for auditors working with data 
analysed in ACL Desktop or Audit Exchange. ACL Acerno 
was designed to help audit teams expand their use of 
data analytics by enhancing Microsoft Excel. The software 

allows auditors to investigate the data, and document and 
track the progress of their investigation in an environment 
protected from accidental changes, while maintaining 
an audit trail of their work. Many customers use Excel 
to perform investigative tasks and present their findings. 
ACL wanted to provide auditors a purpose-built, easy-
to-use tool to mitigate the risks of using Excel. For more 
information, visit www.acl.com/acerno.
(Source: http://www.accountingtoday.com/)

FASB to Tackle Fair Value Disclosures for Private 
Companies and Nonprofits

The Financial Accounting Standards Board has  
added a new project to its agenda aimed at reducing 
or eliminating the need for private companies and not-
for-profit organisations to provide as many fair value 
measurement disclosures as public companies. FASB 
decided to add the new project to the board’s agenda 
based on feedback from private company constituents. 
The project will evaluate the need for the existing 
disclosure requirements for privately held companies and 
not-for-profits for fair value measurements categorised 
within Level 3 of the fair value hierarchy. Level 3 refers 
to fair value measurements that are determined using 
significant unobservable inputs, such as their expected 
future growth rates. The new project on FASB’s agenda 
will involve conducting targeted outreach to private 
company and not-for-profit stakeholders, especially 
investors, lenders, donors, and other users, to assess the 
relevance of the existing Level 3 fair value measurement 
disclosure requirements to their organisations. The 
input received during the recently held private company 
roundtable discussions was invaluable and the relevance 
of existing fair value disclosures was top-of-mind for 
private companies. Board members felt that a project 
should be undertaken to further explore whether private 
companies and not-for-profit organisations should be 
exempt from providing some disclosures about Level 3 
fair value measurements. 
(Source: http://www.accountingtoday.com/)

OECD May Tweak Laws on Bank Information 
Sharing For Tax Evasion & Black Money

Indian government’s efforts on ensuring automatic 
exchange of information on tax evasion and black 
money have been received well globally with a key body 
considering amendment to the international standard, 
which could allow countries to get banking details with 
retrospective effect. The Financial Action Task Force also 
plans to decree tax crimes as a predicate offence by 
June 2012, which will make prosecution of tax offenders 
much easier worldwide. The OECD prepares the model 
agreements that countries enter into on tax matters. 
(Source: http://www.accountingtoday.com/)

1262


