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Johannesburg / 9 November 2010

The International Auditing and Assurance Standards Board (IAASB) released for public exposure a new proposed pronouncement—International Auditing Practice Statement (IAPS) 1000, Special Considerations in Auditing Complex Financial Instruments—that highlights practical considerations for auditors when dealing with complex financial instruments, on 13 October 2010. The pronouncement gives particular emphasis to auditing considerations relating to valuation and disclosure issues for financial statement items measured at fair value. 
“The global financial crisis highlighted the need for further guidance on this important and challenging area of financial reporting,” explained Prof. Arnold Schilder, chairman of the IAASB. “Through the proposed IAPS 1000, the IAASB seeks to raise awareness of issues being encountered in practice, in particular for fair value estimates and the valuation of assets in illiquid markets. IAPS 1000 provides useful guidance to auditors of entities of all sizes on a topic that will likely continue to prove challenging for both preparers of financial statements and auditors.”
Along with the proposed IAPS 1000, the IAASB is also exposing for comment proposed changes to the current Preface to the International Standards on Quality Control, Auditing, Review, Other Assurance and Related Services (the proposed amended Preface), which explains the authority of this and future IAPSs. James Gunn, IAASB technical director, explains, “The proposed amended Preface makes clear that the IAASB’s Practice Statements are issued to promote good practice and provide practical assistance to auditors in implementing the ISAs. As such, when a Practice Statement is relevant in the circumstances of the audit, auditors should understand the guidance in that Statement. From a practical point of view, the proposals seek to achieve a common understanding of how Practice Statements are to be used.”
The IAASB plans to finalise proposed IAPS 1000 and the statement of authority in 2011. Auditors, however, may wish to consider the material in the proposed IAPS 1000 as they plan and perform their upcoming audit engagements. 

How to Comment

Comments may be submitted to the IRBA by 28 January 2011 (2 weeks before the IAASB comment date deadline of 11 February 2010). The Committee for Auditing Standards (CFAS) Task Group preparing the IRBA comments will then incorporate comments received in its response for South Africa. Comments should be submitted by email to standards@irba.co.za, in a Word format.
The proposed standard is available in PDF format CLICK HERE and may be downloaded from the IRBA website. Should you have any queries or experience any technical difficulties in downloading the documents please do not hesitate to contact the Standards Department at +27 (0)87 940 8800 or send an email to standards@irba.co.za.
Alternatively comments may be submitted directly to IFAC. To access the proposed standard or submit a comment, visit the IAASB’s website at International Auditing and Assurance Standards Board. Comments on the exposure draft are requested by 11 February 2011.
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About the IRBA

The objective of the IRBA is to endeavour to protect the financial interests of the South African public and international investors in South Africa through the effective and appropriate regulation of audits conducted by registered auditors, in accordance with internationally recognised standards and processes. The CFAS assists the IRBA to develop and maintain auditing pronouncements which are internationally comparable.


