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To:   IAESB CAG 

From:  Prof. Arnold Schilder  

Chairman, International Auditing and Assurance Standards Board (IAASB) 

   

International Auditing and Assurance Standards Board (IAASB) – 2018 Progress Report 

Note from IAASB Chairman 

I am pleased to report on the IAASB’s achievements this year.  

Progress in Enhancing Audit and Assurance Quality 

In March 2018 the IAASB celebrated its 40th anniversary in Amsterdam. As my term comes to an end, I look back 

over the significant progress we have made in our projects to enhance audit quality.  

First, the new and revised auditor reporting standards bringing transparency to the audit are now implemented, and 

we will shortly embark on a post-implementation review to understand whether they are being implemented as we 

had intended.  

Second, we are now able to share with you and many other stakeholders significant results of our flagship project 

‘Enhancing Audit Quality,’ addressing the fundamentals of audit. These include the publications of robust 

enhancements of key audit standards on risk assessment (exposure draft July 2018) and auditing estimates (final 

revised standard in October 2018), including applying professional skepticism and using data analytics. We further 

hope to approve in December 2018 important revisions to our quality control standards and turning them into a more 

proactive quality management approach, with exposure drafts to be published early 2019.  

Third, we have also focused on our other assurance and related services standards. This has resulted in the 

approval of a revised standard on Agreed-Upon Procedures Engagements, the exposure draft coming in November 

2018. Furthermore, we have embarked on a major project to draft guidance for assurance on Extended External 

Reporting, including Integrated Reporting <IR>. A series of roundtables will be hosted on many continents, followed 

by draft guidance early 2019.  

Fourth, we have started consulting on our future strategy and work plans for 2020 onwards, and look forward to 

thinking about how we can do things differently to better meet stakeholders’ needs on a timely basis. An important 

part of this open minded approach is our recent commitment to publish a consultation paper in 2019 that will explore 

what can be done more in the area of audit and assurance for less complex entities.  

Finally, I note with pleasure the increasing collaboration with our colleagues in the Ethics Board (IESBA), evidenced 

among others in the second joint plenary meeting of the two Boards in September 2018. 

Progress on our Work Plan in 2018 - Specifics 

 The Board approved ISA 540 (Revised), Auditing Accounting Estimates and Related Disclosures, and related 

conforming amendments in June 2018. The due process for this final standard has been approved by the 

Public Interest Oversight Board (PIOB) in September 2018, and the revised standard will be formally published 

in early October 2018. Importantly, the Board recognized the importance of support for a successful 

implementation of the changes, and has formed a dedicated implementation working group for this purpose. 

 The Board also approved an Exposure Draft (ED) for ISA 315 (Revised), Identifying and Assessing the Risks 

of Material Misstatement, and related conforming amendments in June 2018. Conforming amendments to ISA 

540 (Revised) arising from this project were approved in July 2018. The ED was published in July 2018, with 
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comments due by November 2, 2018. 

 An ED of International Standards on Related Services (ISRS) 4400 (Revised), Agreed-Upon Procedures 

Engagements was approved in September 2018 for public exposure. 

 The Board has also significantly progressed revisions to its quality control projects, including International 

Standard on Quality Control (ISQC) 1, Quality Control for Firms that Perform Audits and Reviews of Financial 

Statements, and Other Assurance and Related Services Engagements, Proposed ISQC 2, Engagement 

Quality Reviews and ISA 220, Quality Control for An Audit of Financial Statements. In keeping with the 

overarching focus on quality management, the Board proposes to change the titles of the ISQCs to 

“International Standards on Quality Management.” The IAASB expects to approve the EDs for all three quality 

management projects in December 2018.  

 Professional skepticism has continued to remain prominent in the proposed changes in all of the Board’s 

current projects, with the members of the IAASB’s Professional Skepticism Subgroup (the Subgroup) either 

participating on, or contributing to, all of the key projects mentioned above. The Subgroup has also continued 

to liaise with its counterpart task forces at the IESBA and the International Accounting Education Standards 

Board (IAESB). The Board has also expressed support for a professional skepticism publication aimed at 

highlighting the IAASB’s efforts to appropriately reflect professional skepticism into the IAASB standards as 

well as other relevant news and information on professional skepticism. The first of such publications will be 

issued near the end of September 2018. 

 As technology continues to evolve, the Data Analytics Working Group has continued to provide input into the 

ISAs as they are being revised. 

 The Board also made significant strides in meeting key milestones of the Emerging Forms of External 

Reporting (EER) Assurance project. This project contains two phases, and we anticipate approval of a 

publication comprising guidance related to the identified challenges for this first phase, in early 2019. 

The Board has also commenced the development of its Strategy and Work Plan for 2020–2023, with 

completion of a stakeholder survey to obtain stakeholder views about the direction of the future strategy. The 

draft Consultation Paper for the future Strategy and Work Plan for 2020–2023 will be discussed in December 

2018, with approval in early 2019.    

SSB Coordination 

The September 2018 meeting also marked a very successful second joint meeting of the IAASB and the IESBA to 

discuss topics of mutual interest, including current coordination efforts, and discussion of future strategies and work 

plans to identify possible future coordination opportunities. 

Outreach 

Underlying many of the efforts to understand stakeholder needs, we continue to undertake significant outreach, 

including related to specific projects, as well as our global outreach activities, with many of the Board members 

actively involved in these activities.   

Adoption of the ISAs 

Finally, I am pleased to see further increase in the adoption of the ISAs, with 128 countries now using the ISAs or 

committed to using them in the near future.  
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Project Updates 

Auditing Accounting Estimates and Related Disclosures 

At the June 2018 IAASB meeting, the Board approved ISA 540 (Revised), Auditing Accounting Estimates and 

Related Disclosures, as a final standard. The revised ISA will be effective for audits of financial reporting periods 

beginning on or after December 15, 2019. Early adoption is permitted and encouraged. The final IAASB-approved 

text has already been posted on the IAASB’s website, and the PIOB, in September 2018, formally approved this 

revised standard for the due process applied.  

ISA 540 (Revised) is the first standard to be completed as part of the IAASB’s work program ‘Addressing the 

Fundamental Elements of an Audit’ and is an important part of the IAASB’s efforts to improve audit quality globally. 

In finalizing ISA 540 (Revised), the Board: 

 Addressed the evolving audit risk relating to accounting estimates, due to more complex business 

environments (e.g. International Financial Reporting Standard (IFRS) 9,1 use of forward-looking information, 

subjective assumptions);  

 Addressed audit quality for accounting estimates and fostered improved exercise of professional skepticism 

(the number one concern in inspection findings), which also helps to address financial stability concerns 

noted by prudential regulators); and 

 Anticipates public interest benefits through improved communication and transparency (through two-way 

dialogue with those charged with governance, communication with supervisors/regulators, and Key Audit 

Matters). 

The Board also recognized that the implementation of ISA 540 (Revised) is important and therefore supported the 

formation of an implementation working group that will monitor implementation challenges as they arise. The Board 

has also committed to a post-implementation review of the revised standard. 

Identifying and Assessing the Risks of Material Misstatement  

In June 2018 the IAASB unanimously approved the ED of proposed ISA 315 (Revised), Identifying and Assessing 

the Risks of Material Misstatement. The Board strongly supported the proposed changes in the revised standard, 

including: 

 A deeper understanding of the entity’s business model and risks arising from the application of the financial 

reporting framework (enhancing professional skepticism); 

 Clarifying matters related to the auditor’s understanding of internal control; 

 Separate assessment of inherent risk and control risk, and the concept of a spectrum of inherent risk to assist 

in eth identification and assessment of risks;  

 Enhancements regarding the auditor’s understanding of the entity’s use of Information Technology; and 

 Enhancements related to the auditor’s use of automated tools and techniques, including data analytics, to 

perform risk assessment procedures.  

In developing the changes, the Board recognized the importance of implementation material to assist in 

understanding the flow and interactions of the various aspects of the standard. Accordingly, the Board has also 

                                                 
1  IFRS 9, Financial Instruments 

https://www.iaasb.org/system/files/meetings/files/20180616-IAASB_Agenda_Item_2-C-ISA_540_Revised-Updated-IAASB_Approved_Text_0.pdf
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developed three flowcharts to assist stakeholders in understanding the overall flow of the standard. The Board 

anticipates approving the final standard at its meeting in June 2019. The ED is out for comment until November 2, 

2018.  

Conforming amendments to the approved ISA 540 (Revised) were also approved in an IAASB teleconference on 

July 17, 2018 and published on the website early August 2018. 

Agreed-Upon Procedures (ISRS 4400) 

At the September 2018 IAASB meeting, after making amendments in response to the Board’s comments received 

during the meeting, the Board approved ISRS 4400 (Revised) ED for public exposure. The ED will be issued in early 

November with a 120 day comment period. In finalizing the ED, the Board agreed that independence is not required 

for an agreed-upon procedures (AUP) engagement. To enhance transparency, the AUP report would include 

statements addressing circumstances when the practitioner is (or is not) required to be independent, and whether 

the practitioner is (or is not) independent. 

The Board also had robust discussions on many other aspects of the ED, including the effective date, and 

developing new material to clarify the application of professional judgment in AUP engagements and the use of the 

work of a practitioner’s expert. The Board also decided to include definitions of professional judgment and 

practitioner’s expert in the standard. 

Quality Control at the Firm Level 

In March 2018, the Board discussed and supported the direction of the proposed ED of ISQC 1 (Revised), including 

its structure and the objective, and provided various specific suggestions to further enhance and clarify the standard. 

The Board discussed the length of the standard and the need for additional guidance, and encouraged the Quality 

Control Task Force to analyze the application material, develop additional guidance addressing the spectrum of 

firms, and explore positioning guidance outside of the standard (including the appendix). The Board agreed that 

ISQC 1 should strongly encourage firms to communicate, as appropriate, with external stakeholders about the firm’s 

system of quality management (such as through transparency reports). The Board encouraged the Quality Control 

Task Force to further explore how to address various concerns regarding networks. 

In June 2018, the Board discussed the timing of the approval of the proposed ED of ISQC 1 (Revised) and agreed 

that the approval of the ED should be deferred to December 2018. The Board emphasized the importance of 

governance and leadership and the need for this component to appear first in the standard and provided various 

suggestions to improve the requirements addressing the firm’s risk assessment process, the introduction of the 

standard and monitoring and remediation. The Board supported the direction of the new appendix. The Board also 

encouraged less focus on the inspection of completed engagements in monitoring and remediation. 

In September 2018, the Board the Board further discussed the ED of proposed ISQC 1 (Revised) noting the 

improvement in the readability and understandability overall. The Board encouraged the Quality Control Task Force 

to consider whether there are further opportunities to address scalability, including further refinement and 

simplification of the standard, where possible. The Board also discussed changing the title of the standard (to 

International Standard on Quality Management 1); how the public interest, professional judgment, and professional 

skepticism are addressed in the standard; the responsibilities of a firm that belongs to a network; and 

communication with external parties. The Task Force plans on presenting the exposure draft (ED) of the revised 

standard for approval by the Board at the December 2018 meeting. 

Quality Control at the Engagement Level 
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In June 2018, the Board discussed a first read of the draft ED of ISA 220 (Revised) and was broadly supportive of 

the direction of the proposed changes. The Board requested the ISA 220 Task Force to align the language in the 

standard with ISQC 1 (Revised) and also discussed the circumstance when there is an individual other than the 

engagement partner who signs the auditor’s report, either instead of, or in addition to, the engagement partner. The 

Board concluded that additional research needed to be carried out at this stage, related to this issue prior to any 

standard-setting activities commencing. 

In September 2018, the Board discussed a draft ED of ISA 220 (Revised) and was supportive of the proposed 

changes. The discussions focused on whether changes were needed to the objective of the standard and the 

wording of the requirement regarding the engagement partner being “sufficiently and appropriately involved.” The 

Task Force plans on presenting the ED of proposed ISA 220 (Revised) for approval by the Board at the December 

2018 meeting. 

Engagement Quality Control (EQC) Reviews 

In September 2018 the Board discussed a revised draft of ISQC 2 and related extracts from proposed ISQC 1 

(Revised). The Board’s discussions focused on the relationship between the two quality management standards, the 

scope of engagements subject to EQ reviews, the eligibility of the EQ reviewer, and the performance requirements 

for an EQ reviewer. The Board will discuss selected issues on the October 16 teleconference. The Task Force plans 

on presenting the ED of proposed ISQC 2 for approval by the Board at the December 2018 meeting. 

EER Assurance  

In March 2018, the Board received an update on work completed by the EER Task Force to date. This included 

understanding the conceptual and contextual background of EER reporting frameworks, as well as discussions to 

start developing the non-authoritative guidance for applying ISAE 3000 (Revised) in respect of the materiality 

challenge. 

The IAASB expressed support for the work completed thus far, and provided helpful comments and feedback on the 

areas presented during the meeting. There was also support for the detailed planning for the project that has been 

undertaken, as well as for the recently established EER Assurance Project Advisory Panel (PAP).  

In June 2018, the Board was presented with an issues paper summarizing the work of the Task Force relating to 

three of the Ten Key Challenges in undertaking assurance engagements over EER. The Board discussed the 

‘generalized construct’ of an EER report and its relationship to assurance concepts, before considering issues 

relating to the challenges of Applying Materiality, Evaluating the Suitability of Criteria, and Building Assertions. 

The Board expressed broad support for the approach being taken by the Task Force to date and commented on the 

issues presented. The Board also agreed with the Task Force’s suggestion to publish the non-authoritative guidance 

in the form of an International Assurance Engagements Practice Note (IAEPN). 

At the September 2018 IAASB meeting, the EER Task Force presented the remaining Phase 1 ‘issues’ that were 

not presented in June alongside a first draft of the Phase 1 guidance. It was noted that there is a need for the 

guidance to demonstrate its full alignment with the requirements of ISAE 3000,2 and for the Task Force to provide 

further explanations about any guidance that goes beyond the requirements and application material in ISAE 3000. 

The Task Force expects to receive further input from stakeholders during its forthcoming series of discussion events 

and will present a revised draft of the guidance to the IAASB in December. 

                                                 
2  International Standard on Assurance Engagements (ISAE) 3000 (Revised), Assurance Engagements Other than Audits or Reviews of Historical Financial 

Information 

http://www.iaasb.org/projects/emerging-forms-external-reporting-eer-assurance
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Professional Skepticism  

In March 2018, the Board discussed the Professional Skepticism Subgroup’s (Subgroup) recommendations that 

related to a requirement to seek contradictory evidence as part of the concept of professional skepticism. The Board 

supported the conclusion of the Subgroup to not add a requirement to seek inconsistent evidence, in all 

circumstances, within the ISAs. The IAASB also received an update on activities and matters of coordination relating 

to professional skepticism with the IESBA and the IAESB. 

In September 2018, The Board received an update on the activities of the IAASB’s Professional Skepticism 

Subgroup (Subgroup) since March 2018. The Chair of the Subgroup also presented the Board with a draft 

publication that seeks to highlight the IAASB’s efforts to appropriately reflect professional skepticism into the IAASB 

standards as well as other relevant news and information on professional skepticism, including collaboration with the 

IESBA and IAESB. The Board supported the issuance of the publication and future publications of this nature.  

Audits of Less Complex Entities 

In March 2018 the IAASB discussed, in an executive session, what more could be done for SMPs in relation to 

small- and medium-sized entities. The Board agreed that the working group set up to further explore the issues and 

challenges should continue its work in this area.  

In September 2018, the IAASB discussed a project proposal to undertake work to develop a Discussion Paper on 

matters related to issues and challenges when auditing non-complex entities, as well as presenting possible actions 

for the IAASB to address the issues and challenges, to obtain stakeholder views. The Board strongly supported 

work in this area, in particular to further understand the issues and challenges that have been identified and develop 

appropriate responses to address the issues and challenges. It is expected that the Discussion Paper will be 

presented for IAASB views at its March 2019 meeting.   

Strategy and Work Plan 2020–2023 

In March 2018, the Board discussed the approach to the development of the Strategy for 2020–2023, supporting the 

proposals for a broader, more open stakeholder survey and a focus on outreach to solicit views from stakeholders 

who traditionally do not respond to the IAASB’s consultations, such as investors, preparers and government 

representatives. The Board emphasized the need to include strategic matters such as audits of ‘simpler’ or less 

complex entities, coordination with the IESBA, and the impact of changing technology on the IAASB’s standards.  

In September 2018 the Board discussed the feedback from the stakeholder survey and the proposed 

recommendations for strategic direction. The Board noted general support for the proposed way forward, including 

the use of structured activity streams informed by robust research and outreach. The Board asked for further 

elaboration on the concept of a standard-setting research phase, possible approaches for a more timely response to 

emerging issues and stakeholder needs, and the availability and allocation of resources between the different 

activity streams. 

The Board also highlighted the importance of continuing the outreach with stakeholders who have not responded to 

the strategy survey, especially investors and those charged with governance. The Board will discuss a draft of the 

Consultation Paper (CP) on the Strategy and Work Plan at its December 2018 meeting and aims to approve the CP 

for issuance in January 2019. 

Data Analytics 

In June 2018, the IAASB received a presentation providing high-level views about the work of the Data Analytics 
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Working Group (DAWG). Outputs for IAASB consideration were discussed, and it was noted that: 

 Guidance from the IAASB, whether authoritative or non-authoritative, is needed. It was highlighted that the 

Board needs to further consider how to advance its work relating to data analytics in a timely manner. 

 Efficient use of existing staff resources is important, and it was emphasized that leveraging ongoing work by 

National Standards Setters would be appropriate. 

The DAWG should continue to interact with the Task Forces of the current ongoing projects and provide input 

relating to data analytics into the revisions currently being made. The Exposure Draft of ISA 315 (Revised) includes 

new application material related to the use of automated tools and techniques including data analytics. 

 


