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Introduction
e Dear participants,

e Asthechairofthe FSMAthat hosts the Belgian Audit Oversight Board, itis my pleasure
to speak to you and greet the representatives of public authorities and stakeholders,
especially those who have come from abroad. Thank you to Bénédicte Vessie and Ann
De Roeck of the Belgian Audit Oversight Board for having taken the initiative to
organise this event.

e As we come to the close of an insightful day, | want to take a brief moment to share a
few reflections with you.



Some of you may know that | began my career as an auditor. That experience was
invaluable, teaching me professional judgment and critical thinking—skills that
continue to guide me to this day in the various roles | have taken on.

Importance of high-quality audits for trust in capital markets

Let me begin by emphasizing that high quality audits play a major role in supporting
market confidence, financial stability and long-term value creation. Given that
business operations and financial flows are increasingly global and that companies
face a growing array of risks, the role of auditors becomes increasingly complex as
well.

Audits have traditionally focused on enhancing investor confidence. Butitis clear that
their impact in today’s world goes further. Management, employees, analysts,
regulators, customers, suppliers as well the general public — all rely on financial
information thatis accurate, fair, and trustworthy. | believe itis important that auditors
are aware of their public interest role and their part in maintaining trust in capital
markets.

In so doing, they align closely with the mission statement of IOSCO, the international
organization that unites the world’s securities regulators and that | am honoured to
chair. I0SCO is recognized globally as the standard setter for financial markets
regulation and focuses on developing, implementing, and promoting adherence to
internationally recognized standards that strengthen financial markets worldwide.
Our work around disclosure and corporate reporting has enabled issuers to access
global markets more quickly and has enhanced investor protection across
jurisdictions.

Critical thinking and sound professional judgement

| believe that at the heart of auditing lie precisely the topics that you have been
discussing here today: critical thinking and sound professional judgement. These are
two of the most complex but also deeply human elements of the profession. They
cannot be looked atin isolation but are deeply intertwined.



Critical thinking and professional judgement reinforce each other. It is precisely
through critical and independent thinking that better and clearer professional
judgement can be exercised. Critical thinking presupposes independence, which,
according to the IESBA Code, the international standard on the matter, includes both
independence of mind, which is the ability to act with integrity, objectivity, and
professional scepticism), and independence in appearance. This means avoiding
situations that a reasonable and informed third party would perceive as
compromising an auditor’s independence.

In that regard, auditors must identify, evaluate, and address threats to independence,
such as self-interest. Such threats might arise if a firm depends heavily on fees from
a single client. The impact of economic interests and personal relationships should
be avoided or minimised by applying a robust conceptual framework. If threats cannot
be reduced to an acceptable level, it is clear that the auditor should decline or end
the engagement.

Critical thinking and professional judgement are skills that take time to develop. It
doesn’t happen overnight. This is why it's essential that junior auditors feel supported
and encouraged to discuss difficult cases openly with senior colleagues. Professional
judgement is something different than just going through a checklist. It’s a skill that is
further developed through experience and sharpened through a mindset of
scepticism.

Let me give you a concrete example to bring this to life. Take a going concern
assessment. On paper, a company might look stable—strong balance sheets, steady
revenues. But after digging a little deeper, warning signs may start to surface: cash
flow problems, the sudden loss of key customers, or a broader downturn in the
industry. It’s at such moments that experienced professional judgement becomes
absolutely vital.

Assessing the reasonableness of management’s assumptions, challenging forecasts
that might be overly optimistic, and ultimately deciding whether or not to include a
going concern emphasis in the auditor’s report—these are not straightforward tasks.
They require careful thought, and often, difficult conversations. It’s about looking
beyond the numbers and understanding the story they tell.

Another example is the early warning function provided for in various supervisory laws
applicable in Belgium to financial institutions subject to prudential supervision. The
supervisory authorities expect “accredited” statutory auditors to exercise



professional judgment and to comply strictly with the requirements for a timely and
appropriate exercise of the early warning function.

Itisincumbent on accredited statutory auditors, as part of the early warning function,
to adopt an approach to their engagement that focuses on prevention, not only in the
short term (as is the case for the certification of financial statements and of periodic
prudential returns) but also in the medium and long term (prudential supervisory
objective).

It is by taking the time to reflect in a critical and independent manner that a sound
professional judgement can emerge in these cases. But critical thinking and
professional judgement do not operate in isolation. They are embedded in an ethical
culture of the audit firm.

On the importance of ethical culture

This brings me to the third element of today’s conference: culture. The importance of
an ethical culture.

Auditors must be prepared to raise those red flags already at an early stage when
necessary, and even if it's uncomfortable to do so. But that kind of critical judgement
is possible only if the environment supports it. And by this | mean the culture inside
the firm.

When firm leadership supports scepticism and protects those who raise concerns,
auditors will feel confident and sufficiently supported to continue asking questions
and dig deeper into the information - even if it takes more time or leads to difficult
outcomes.

In that regard, the tone at the top is essential to making sure an ethical culture is
adopted by all levels and throughout the organisation.

Conclusion

| believe regulators need to continue to be mindful that audit firms remain aware of
their role as gatekeepers of market integrity. Strong technical skills are key, but the
importance of a critical mindset and ethical standards are also crucial.



e Regulators and firms need, therefore, to continue working together to enhance
governance and refine the frameworks guiding auditor conduct and reporting. This is
in line with international standards and best practices on the matter.

e Today’s event has provided valuable insights from both auditors and supervisors,
enriching our understanding of this vital issue.



