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Addressing Fundamental Elements of the Audit: IAASB current priorities

High-Quality Audits 

in a Changing Business Environment –

Influenced by Technology, Complexity, and 

Demands for Continued Relevance

Quality 

Control at the 

Engagement 

Level (ISA 

220)  

Auditing 

Accounting 

Estimates, 

Including Fair 

Values (ISA 

540)  

Group Audits 

(ISA 600)  

Risk 

Identification 

and 

Assessment 

(ISA 315)  

Strengthening the Application of Professional Skepticism

Enhancing Firms’ Systems of Quality Control (ISQC 1)
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Proposed ISA 540 (Revised): Scope and Risk Assessment

• Enhanced understanding requirement to inform risk 
assessment:

– Independent consideration of expected estimates and disclosures 

(intended to mitigate anchoring bias)

–Use of models and data (including from external information sources)

–Consideration of internal control, governance and oversight

• Assessment of “factors” in identifying and assessing risks:

–Three factors identified and highlighted:

• Complexity

• The need for the use of judgment by management (including selection of 

methods, assumptions and data sources and potential for bias)

• Estimation uncertainty (including sensitivity to particular methods, data or 

assumptions)

• Additional emphasis on considering the need for specialized 
skills or expertise
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Proposed ISA 540 (Revised): Scalability

• Scalability very explicit in paragraph [15]:

– Inherent risk low? Then clear overall procedures may be 

enough 

• One or more of: subsequent events, testing management’s method, 

developing a point estimate or range

– Inherent risk not low? Then need to design further procedures 

to address complexity, judgment and estimation uncertainty

– If relying on controls, or if substantive procedures alone do no 

provide sufficient appropriate audit evidence at assertion level, 

then test controls 

• No change from extant, but controls emphasized due to importance in 

estimates

– Further: Reasonableness of disclosures; stand-back evaluation; 

possible management bias; written representations; 

communication with TCWG
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• Work effort targets reasons for assessed risks

• Need to test operating effectiveness of relevant controls if 
auditor plans to rely on them, or if substantive procedures 
alone are not sufficient to obtain sufficient appropriate audit 
evidence 

• Work effort depends on assessed level of inherent risk:

Proposed ISA 540 (Revised): Focus of the Work Effort

Low Inherent 

risk 

Inherent risk 

Not Low

Determine whether specific 

procedures will provide SAAE:
1. Events up to date of auditor’s report;

2. Testing how the estimate was made, 

including data used; or 

3. Developing a point estimate or range 

Perform further audit procedures to 

obtain SAAE about specific 

matters*, when applicable 

(paragraphs 17-19 of Exposure 

Draft)

* See next slide
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assessment 
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risk of 

material 

misstatement



• Understanding of the entity and its environment:

– Greater prominence to understand the applicable financial reporting 

framework; introducing qualitative risk factors (complexity, ambiguity, 

change, uncertainty and susceptibility to fraud) to help identify ROMM; identify 

significant classes of transactions, account balances and disclosures 

– Consider incorporating ‘spectrum of risk’ in ISA 315 (Revised)

• Internal control relevant to the audit

‒ Agreement on “think small” first

‒ Explore nature and extent of understanding required of each of the five 

components of internal control, including for audits where a primarily 

substantive approach will be taken 

‒ Clarify requirement to evaluate the design and implementation of relevant 

controls

‒ Clarify where substantive procedures alone are not sufficient

ISA 315 (Revised) — Progress
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Quality Control (Firm level): Points of Revision

• Incorporate quality 
management into 
ISQC 1: scalable 
and proportional
without diminishing 
the robustness of 
the existing 
standard

• Quality 
management is an 
ongoing process
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Principles or 

requirements:

• Governance and 

leadership, 

including 

organization, culture 

and strategy 

• Information, 

communication 

and documentation 

“Core” objectives and 

responses addressing:

• Law, regulation and 

relevant ethical 

requirements

• Acceptance and 

continuance of client 

relationships and specific 

engagements

• Resources

• Engagement performance

Requirements for firms to:

• Determine quality 

objectives

• Perform quality risk 

assessment

• Design and implement 

responses to quality 

risks

• Monitor and remediate

Foundational 

components

Quality 

management 

process (QMP)

Applying the 

QMP

Quality Management
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Quality Control (Engagement Level) ‒ ISA 220

• Quality management at the engagement level

– Building on quality management principles from ISQC 1 at 

the engagement level

– Consideration of relevant firm policies and procedures for that 

specific engagement

– Consider what other risks to quality there may be for the 

engagement and respond accordingly

– Emphasis on effective, timely two-way communication

• Strengthening leadership responsibilities of the 

engagement partner for overall quality of the audit

– Acknowledge that work can be assigned to others to assist, but 

EP retains overall responsibility

– Further enhancements and clarity around responsibilities

• In particular nature, timing, extent of direction, supervision and review
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Group Audits 

• Key decisions to date:
–Further explore how to better incorporate a ‘top-down’ approach in 

ISA 600 (i.e., focused on addressing the risks of material 

misstatement to the group financial statements)

–Clarifying interaction and linkage between ISA 600 and ISA 220 –

including to address strengthening of requirements in ISA 220

–Clarifying and enhancing the linkage between ISA 600 and other 

relevant standards (e.g., ISA 315, ISA 330, etc.)

• Changes to ISA 315 (Revised) also to be built in to ISA 600

• Still to be explored:
–Communications between group engagement team and component 

auditors (including networks and NOCLAR)

–Addressing component auditors responsibilities in ISA 600?

–Guidance on component materiality

–Procedures on non-significant components

Page 11 



Professional Skepticism

• Continue to consider how to strengthen professional 
skepticism in ISAs being revised (e.g., encourage more 
challenging behaviors) 

– Continued coordination with other Task Forces (ISA 540, ISA 315 

(Revised), ISQC 1, ISA 220, and ISA 600)

• Continue to engage as a central point for discussion of 
common issues between the IAASB, IESBA, and the 
IAESB related to Professional Skepticism

• Develop a joint publication from the PSWG that would be 
useful in the near term 

– Communicate the work that the SSBs have, and will be, undertaken, 

individually and in coordination

– Recognize important role of others 
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Recent IAASB Consultations

• Supporting credibility and trust in 
Emerging Forms of External 
Reporting (is ISAE 3000 useful -
guidance?)

• Data Analytics

–First overview of responses to IAASB 

in June 2017 (likely: ISAs not broken, 

but continue dialogue)

• Agreed-Upon Procedures

–First overview of responses to IAASB 

in late 2017 (first revise ISRS 4400, 

then consider multi-scope)
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Addressing the Needs of SMPs / Audits of SME’s 

• 2 day working conference held in Paris in January 2017 (one 
day ISA’s and one day Other Services)

• IAASB discussions in March 2017:

‒ Make the standards more “usable” (examples, plain English, 

implementation guidance) – pick up in current projects, e.g., QC

‒ Standards not easy to navigate - consider making Handbook electronic 

and interactive

‒ Proportionality & scalability: consider how a framework can be 

developed and used when drafting new and revised standards

‒ Separate standard for audits of SME’s? Too early for a decision – Is it 

about complexity vs non-complexity? – Explore further 

‒ Other than audit: IAASB currently undertaking a number of 

consultations on other services (e.g., EER; AUP incl multi-scope) 

‒ Publish feedback statement from ‘Paris’ and continue public dialogue
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