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Introduction 
 
The FRC is committed to acting as a proportionate and principles-based regulator, and 
balances the need to minimise the impact of regulatory requirements on business, while 
working to support the delivery of high-quality audit and assurance work, to maintain investor 
and wider stakeholder confidence in audit. 
 
We proposed, in our consultation paper, to adopt ISA 800 (Revised) and ISA 805 (Revised) 
in the UK, without adaptation. This is in response to the Prudential Regulation Authority’s 
(PRA) proposed requirement for mandatory external audit of elements of Solvency II public 
reporting in the insurance sector. Our proposals are intended to support the provision of high-
quality assurance over public regulatory reports, in order to underpin user confidence in the 
information contained therein. The rationale for our proposals was set out in the consultation 
document issued on 12 July1. 
 
Our consultation sought stakeholder views in response to the following questions:  
 

1. Do you agree with the proposed adoption of ISA 800 (Revised) and ISA 805 (Revised) 
in the UK? 
 

2. Do you believe that the FRC should consider any alternative ways of providing 
assurance over public Solvency II reporting? If so please set out those you consider 
appropriate and why. 

 
3. Do you agree that ISA 800 (Revised) and ISA 805 (Revised) provide an appropriate 

framework for the audit of public reports published under the Solvency II prudential 
regulation regime? 

 
4. Do you foresee any risks associated with the adoption of these standards? 

 
5. Do you agree that these ISAs should be adopted in the UK and Ireland without any 

specific adaptations or amendments? If you believe that amendments are necessary, 
please set these out in your response. 

 

 
Proposal: Adopt ISAs 800 and 805 in the UK 
 
Having completed our public consultation and related outreach, we now propose to adopt ISA 
800 in the UK, with one modification, and ISA 805 with no modifications, for periods beginning 
on or after 1 January 2017. We propose to permit early adoption, and to allow a transitional 
provision so auditors carrying out the audit of regulatory returns for periods commencing prior 
to that date to use ISAs 800 and 805 in conjunction with ISAs UK and Ireland which they will 
be using for the statutory audit of financial statements for those periods. The details of our 
proposed modification to ISA 800 and the results of our consultation are set out below. 

 
  

                                                           
1 https://www.frc.org.uk/Our-Work/Publications/Audit-and-Assurance-Team/Consultation-and-Impact-

Assessment-Proposal-to-ad-File.pdf 
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Modification to ISA (UK) 800 (Revised) 
 
Stakeholders raised with us the importance of audit reports making an explicit statement about 
the applicable financial reporting framework in place for engagements of this type. After careful 
consideration, we have therefore made the following amendment to ISA (UK) 800 (Revised), 
by adding additional text to paragraph 14:  
 

In the UK, the auditor specifically describes the financial reporting framework as a special purpose 

framework in the auditor’s report. The auditor also specifically states that the audit has been 

carried out in accordance with ISAs (UK), including ISA (UK) 800 and/or ISA (UK) 805. 

 
This additional text, responds to stakeholders concerns that users of financial statements 
which are reported on in accordance with ISAs (UK) 800 and 805, may be unclear as to 
whether or not the auditor’s report is given in respect of a general purpose or special purpose 
set of financial statements. The modification that we have made will provide clarity to 
stakeholders in this respect.  
 

Responses to the Consultation 
 
In preparing for the consultation, we discussed with stakeholders whether the adoption of ISAs 
800 and 805 in the UK would in any way risk undermining the confidence that people have in 
a true and fair audit opinion, if such an opinion can be given on individual financial statements, 
or components thereof, which are incompatible with giving a true and fair view on a full set of 
financial statements.  
 
ISAs 800 and 805 address both fair presentation and compliance frameworks. For Solvency 
II engagements, the PRA requires auditor opinions on the Solvency and Financial Condition 
Report (SFCR) and quantitative templates to be expressed in the form ‘properly prepared in 
accordance with’ the relevant financial reporting framework (the form used when opining on 
financial statements prepared in accordance with a compliance framework under the ISAs). In 
the course of our consultation, we have become aware of a broader range of regulatory 
assurance engagements where the application of these ISAs is likely to enhance confidence 
of the users of that work. We have therefore concluded that the adoption of these standards 
will not undermine confidence in the users of ISA (UK) compliant audit opinions.  
 
The consultation period closed on 3 October 2016, and we received 8 written responses from 
6 audit firms and 2 professional bodies. We have also engaged in various outreach 
activities to make sure that stakeholders were aware of the nature of the consultation and 
were given the opportunity to comment. Our Practice Note 20 working group included five of 
the audit firms with the largest presence in the insurance market, and the majority of these 
firms fully supported the adoption of these ISAs for Solvency II engagements.  
 
Responses to the questions posed in the consultations were:  
 

1. Do you agree with the proposed adoption of ISA 800 (Revised) and ISA 805 
(Revised) in the UK? 
 
7 out of 8 consultation responses received were supportive of the adoption of these 
standards in the UK: 

  
a. 1 professional body noted that they have been in favour of the adoption of these 

standards in the UK ‘for some time’, and believe it will encourage greater 
consistency in the approach to relevant assurance engagements; 
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b. 4 audit firms argued that these standards would fill a ‘gap’ in the UK market, 

including where auditors are current using the IAASB versions of these 
standards; 

 

c. Another professional body was similarly supportive, although they were in 
favour of FRC providing some clarity about which engagements the standards 
could be applied to. 

 

1 firm did not agree with the proposal on the grounds that the “proposed forms of 
opinion could be misleading if they failed to disclose which ISAs, or elements of ISA, 
were considered relevant to the particular engagement.” 
 

FRC Response:  
 
The great majority of those who responded to our consultation were in favour of 
the adoption of these standards. We believe that the ISAs themselves are 
sufficiently clear about the applicability and relevance of ISAs (UK) [Paragraphs 
9 and A9-A10 of ISA 800 (UK); and paragraphs A5-A6 of ISA 805 (UK)]. In 
addition, the modification we have made to ISA 800 (UK) will explicitly refer to 
the ‘special purpose’ nature of the applicable financial reporting framework. We 
therefore propose to adopt these standards with the single modification to ISA 
800 (UK) described above.  
 

2. Do you believe that the FRC should consider any alternative ways of providing 
assurance over public Solvency II reporting? If so please set out those you 
consider appropriate and why. 

 
7 consultation responses advised that the FRC should not seek alternatives to 
providing assurance over Solvency II reporting using these standards. 
 
1 audit firm, did not agree with the adoption of ISAs 800 and 805, proposed two 
potential alternatives depending on the nature of the engagement: 
 

 A ‘reasonable assurance’ opinion where the auditor uses the current ISAs (UK 
and Ireland) and gives an opinion “having regard to” rather than “in accordance 
with” those ISAs; 
 

 A reasonable assurance opinion based on ISAE 3000. 
 
FRC Response: 
 
The great majority of respondents agreed that the FRC should not seek 
alternatives to the adoption of ISAs 800 and 805 for Solvency II assurance 
engagements. The PRA requires these engagements to be conducted in 
accordance with ISAs (UK), so the suggestion that ISAE 3000 be used as an 
alternative would not meet the needs of the regulator.  
The FRC does not consider it appropriate for auditor’s opinions to be given in 
the form “having regard to” rather than “in accordance with” ISAs (UK). ISAs 
(UK) are intended to provide auditors with mandatory requirements and 
application guidance rather than being indicative or illustrative. We therefore 
propose to revise the section of Practice Note 20: The Audit of Insurers in the 
UK, which covers the audit of regulatory returns, predicated on the use of ISAs 
800 and 805. 
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3. Do you agree that ISA 800 (Revised) and ISA 805 (Revised) provide an 

appropriate framework for the audit of public reports published under the 
Solvency II prudential regulation regime? 

 
7 consultation responses agreed that these standards would represent an appropriate 
framework, and stressed the importance of simultaneously revising Practice Note 20: 
The Audit of Insurers in the UK to provide additional guidance on auditing Solvency II 
public reports. 
 
The firm which did not agree with the adoption of these standards nevertheless argued 
that, notwithstanding concerns over their applicability to these engagements, “they 
could provide the basis for an appropriate framework for assurance over the SFCR, 
provided that they are supported by addition detailed guidance.” 

 
FRC Response: 
 
All respondents recognized that in respect of Solvency II in particular, the 
adoption of these standards would need to be supplemented by the revision of 
PN20 to provide additional guidance on the audit of the new public reports. The 
FRC is proposing, in due course, to consult publicly on a revised PN20 which 
contains relevant guidance. 

 
4. Do you foresee any risks associated with the adoption of these standards? 

 
7 of the 8 consultation responses questioned the proposed implementation date for 
these ISAs ‘for periods ending on or after 15 December 2016’. ISAs (UK) 800 and 805 
refer to the revised ISAs (UK) which are mandatory for periods beginning on or after 
17 June 2016 (but allow for early adoption). The effect of this implementation date 
would be to require auditors conducting engagements under ISAs (UK) 800 and 805 
to early adopt the full suite of revised ISAs (UK) and the FRC’s revised 2016 ethical 
standard. Respondents generally questioned the extent to which audit firms would be 
able to revise their methodologies to assert full retrospective compliance with these 
standards in this period. 
 
The audit firm which disagreed with the adoption of the standards argued that it would 
be unclear what constitutes a ‘special purpose’ framework and that auditors might be 
pressurised by entities into accepting ‘bases of preparation’ which are not fit for 
purpose. 
 
1 other audit firm raised the risk that the availability of a ‘true and fair’ opinion for an 
assurance engagement covering a single financial statement could potential 
undermine a key principle of the UK system of accounting and auditing practice. They 
suggested that the FRC makes it explicit that Solvency II auditor’s reports should be 
in the ‘properly prepared’ form; and that the FRC more generally ‘proscribes’ the use 
of a true and fair opinion under these standards. 
 
1 firm raised the concern that the guidance in ISA 800 about the circumstances in 
which the auditor might disclose Key Audit Matters (KAMs) was not sufficiently clear – 
and that the FRC should provide some additional guidance on this point. 
 
FRC Response:  
 
The December 2016 effective date was chosen to support the PRA’s policy 
objective of having appropriate standards and guidance in place for Solvency II 
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assurance engagements by year-end 2016. We therefore now propose to adopt 
these standards with an effective date ‘for periods commencing on or after 1 
January 2017’. Early adoption will be allowed, and a transitional provision added 
where early adoption takes place, permitting ISAs 800 and 805 (UK) to be used 
in conjunction with ISAs (UK and Ireland) for the audit of regulatory returns for 
periods ending prior to that date. 
 
The FRC believes that ISA 800 (UK) [Paragraphs 8 and A5-A8] and ISA 805 (UK) 
[Paragraphs 8 and A7] provide sufficient guidance on how an auditor assesses 
the acceptability of the financial reporting framework and does not agree that 
this increases audit risk in this area. 
 
In the revised version of PN20, the FRC will provide specific guidance on the use 
of the ‘properly prepared in accordance with’ form of opinion required by PRA 
rules for Solvency II engagements, and in respect of KAMs. We note that some 
respondents were specifically opposed to any adaptions which would limit the 
applicability of these standards to compliance financial reporting frameworks. 
We therefore do not propose to apply a more general proscription on the use of 
‘true and fair’ opinions in adopting ISAs 800 and 805. 

 
5. Do you agree that these ISAs should be adopted in the UK and Ireland without 

any specific adaptations or amendments? If you believe that amendments are 
necessary, please set these out in your response. 

 
There were no other additional proposed amendments other than those described 
above in respect of ‘true and fair’ opinions. 

 
FRC Response: 
 
We propose to adopt these standards with the one modification to ISA 800 (UK) 
described above. 
 

6. Other Issues 
 
2 of the respondents requested that the FRC also consider the adoption in the UK of 
ISA 810: Engagements to Report on Summary Financial Statements. 
 
 
 
 
 
FRC Response: 

 
Our consultation did not propose the adoption of ISA 810 for use in the UK. We 
are currently not considering to do so, and no case for demonstrating that this 
is required in support of the public interest has yet been developed.  
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Impact Assessment  
 
We completed an impact assessment covering the costs and benefits relating to our 
proposals, however, this did not identify any additional costs arising from decisions taken by 
the FRC. However, the additional work effort required, for an auditor to be able to provide an 
audit opinion on a regulatory return is already included in the PRA’s impact assessment which 
supported its consultation on proposed changes to the PRA Rulebook, and is, therefore, not 
duplicated here.  
 
Financial Reporting Council 
October 2016 
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