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Meeting: IAESB Consultative Advisory Group  

Meeting Location: 
IFAC Headquarters, New York, USA 

Meeting Date: October 22-23, 2018 

SUBJECT: Professional Skepticism Literature Review – Issues Paper 
(10/18) 

 

INTRODUCTION AND BACKGROUND 

1. The objective of this paper is to update the IAESB CAG (“the CAG”) on the activities of the 

IAESB Professional Skepticism Taskforce (PSTF) since the last Board meeting in July 2018.   

2. Current members of this PSTF Taskforce are: 

 Dave Simko (Chair)  

 Sue Flis (Secretary)  

 Bruce Behn  

 Keryn Chalmers  

 Elizabeth Gammie  

 David McPeak  
 

3. During the November 2016 meeting of the IAESB, the Board directed the Taskforce to move 

ahead with its recommendation to initiate a review of  review to inform the PSTF in its 

deliberations and in preparing future recommendations to the Board. The Board launched this 

literature review in March 2017.  The report on professional skepticism literature  was shared 

with the Board in November 2017.  Additionally, prior to the November 2017 meeting, the 

Taskforce also prepared a survey, targeted at key stakeholder groups (FOF, PAIB and GAA 

Education Directors), to help inform the discussion of potential next steps related to Professional 

Skepticism (PS) by the IAESB.  Preliminary survey results were shared with the Board in 

November 2017 and final results in April 2018.   

4. The PSTF developed a set of recommendations from the PSTF and brought them to the Board 

in November 2017.  The Board approved several recommended activities at the November 2017 

Board meeting.  Several of these recommended activities were completed during 2018.  

However, since IFAC announced the reconstitution of the Board in July 2018 the PSTF 

reevaluated the priority of its recommendations and decided to pause all activities except those 

related to completing an analysis of PS competencies, skills and behaviours identified in the 

review of literature and survey against the competence areas and learning outcomes in the 

existing IESs.   

5. This paper will update the Board on the activities of the PSTF since the July 2018 meeting.   
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6. Relevant to this agenda item are the following agenda papers: 

Number of 

Agenda Item 

Title 

7-2 IAESB Response Letter to IESBA Consultation Paper, 
Professional Skepticism – Meeting Public Expectations 
(10/18) 

7-3 Professional Skepticism – Skills Inventory Data Gathering 
(10/18) 

7-4 Proposed Professional Skepticism Learning Outcomes in 
IESs 2, 3, 4, and 8 (10/18) 

 

DISCUSSION  

7. As a result of discussions and agreed upon activities with the Board at the July 2018 meeting, 

the Taskforce would like to discuss the following items with the CAG:    

 Item 1 – Completed publication of in process “thought leadership” papers from the 
literature review to promote knowledge sharing and excellence in accounting education; 
and  
 

 Item 2 – Prepared a comment letter in response to IESBA consultation paper on how the 
Code of Ethics should address professional skepticism beyond audit and other assurance 
engagements; and    

 

 Item 3 - Performed an analysis of PS skills and behaviours identified in various sources 
against the competence areas and learning outcomes in the existing IESs.  

 

 Item 4 – Proposed new glossary terms. 
 

 Item 5 – Proposed Personal Perspectives article. 
 

 
Item 1 – Completed publication of in process “thought leadership” papers from the review of 

literature to promote knowledge sharing and excellence in accounting education.   

8. The Taskforce published the following thought leadership papers in August 2018: 

 “Unconscious Bias and Professional Skepticism” examines the underlying theory of 
how unconscious bias arises; the relevance of implicit or unconscious bias on 
professional skepticism; the various components of, and mitigations for, professional 
skepticism; and practical tips on reducing professional accountants’ unconscious bias.   

 “How Can We Become Better Skeptics?” examines what it takes to become a “good” 
skeptic and how the accountancy profession can develop or enhance the areas that 
underpin skepticism. 

 
9. The publication of these thought leadership papers received a media inquiry from ‘The 

Accountant’ and an interview was held with Elizabeth Gammie.   

https://ifac.us7.list-manage.com/track/click?u=9e7d9671563ff754a328b2833&id=f8515712dd&e=46f979c1ba
https://ifac.us7.list-manage.com/track/click?u=9e7d9671563ff754a328b2833&id=a2d4bb72b3&e=46f979c1ba
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10. Work on any other additional thought leadership papers was stopped.  No additional thought 

leadership papers will be published. 

Item 2 – Prepared a comment letter in response to IESBA consultation paper on how the Code of 

Ethics should address professional skepticism beyond audit and other assurance engagements.     

 
11. The International Ethics Standards Board for Accountants (IESBA) issued a consultation paper 

in May 2018 on how the Code of Ethics should address professional skepticism beyond audit 

and other assurance engagements.  This effort was undertaken because certain stakeholders 

have expressed the view that the concept of professional skepticism should be relevant to all 

professional accountants – not just professional accountants who perform audit and other 

assurance engagements.  The goal of this consultation paper was to inform the Ethics Board 

about whether there is a need for further enhancements or clarifications to the Code of Ethics 

related to professional skepticism.   

12. The IAESB chair responded to this IESBA consultation paper (See Agenda item 3-2 for a copy 

of the IAESB comment letter).   

13. The IESBA  also held three roundtable sessions in June/July 2018, one in each of North 

America, Europe, and Asia to discuss the issues.  The IAESB had representatives at two of the 

three roundtables.   

14. Once IESBA determines what enhancements, if any, to the Code of Ethics will be needed, the 

Board or its successor will need to evaluate whether any changes will be required to the IESs.     

15. The Taskforce has considered the output of the IESBA consultation paper process as part of 

Item 3 below.   

Item 3 – Performed an analysis of PS skills and behaviors identified in various sources against 

the competence areas and learning outcomes in the existing IESs.   

16. The Taskforce reviewed various sources of information to identify skills and behaviors that 

support the use of profesional skepticism.  The sources reviewed by the taskforce were as 

follows: 

 Review of PS Literature commissioned by the PSTF 

 PS Survey conducted by the PSTF 

 Article written by Hurtt, Nelson, Nolder (2018), Prawitt (2014), Plumlee (2012), 
Harding/Trotman (2017), Persellin (2017) 

 Competency frameworks from AICPA, CPA Canada, and ACCA 

 PCAOB staff inspection briefs, PCAOB Staff Audit Practice Alert 10, Maintaining and 
Applying Professional Skepticism in Audits and PCAOB Standing Advisory Group 
(“SAG”) Briefing Paper 

 Output of IESBA consultation paper on Professional Skepticism process 

17. The Taskforce also reached out to Elena Bozhkova, Assistant Auditor at the PCAOB.  Elena 

indicated that they were not able to answer our questions directly.  However, the pointed us to 

various publications from the PCAOB on PS.  These publications were reviewed by the 

Taskforce and were helpful to identify/ confirm needed skills underlying professional skepticism 
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and supported the need for a gap analysis with extant learning outcomes of IESs 2, 3, 4, and 

8.and are included in the listing above.   

18. The Taskforce also held a call with various academics who have written publications on PS. The 

academics who participated on the call are as follows: 

 Doug Prawitt   

 Joe Brazel 

 Christine Nolder 

19. The Taskforce considered the output of the academic call to identify skills and behaviors that 

support the use of profesional skepticism.  This output supported the need for a gap analysis 

with extant learning outcomes of IES 2, 3, 4 and 8.   

20. The Taskforce plans to produce a podcast of the academic discussion.  The podcast will be 

available on the IFAC website.   

21. The Taskforce summarized and analyzed relevant skills and behaviors identified in the various 

sources and has compared these to the competence areas and learning outcomes in IES 2, 3, 

4, and 8.  This analysis can be located at Agenda Item 3-3.   

22. In analyzing the relevant skills and behaviors identified the Taskforce proposed one of three 

recommendations.  These are as follows: 

 Validation - Existing learning outcomes adequately cover the relevant skills and behaviors 

identified. 

 Modification - Existing learning outcomes cover the relevant skills and behaviors identified 

but enhancements or modifications are recommended to more direclty align the extant 

learning outcome to the relevant skills and behaviors identified.   

 Addition - The existing learning outcomes do not cover the relevant skills and behaviors and 

therefore a new learning outcome is recommended. 

23. As a result of the analysis performed the PSTF has proposed modifications or additions to 

learning outcomes.  The  proposed changes to Table A’s from IES 2, 3, 4 and 8 for professional 

skepticism can be located at Agenda Item 3-4.   

24. As a reminder, in November 2016 the Taskforce sought the views of the Board and the CAG on 

the possible confusion caused by the joint reference in the competence areas/learning 

outcomes related to professional judgment and professional skepticism in the IESs. The 

Taskforce asked the Board whether we needed to clarify/seperate the competence 

areas/learning outcomes related to professional judgment and professional skepticism in the 

IESs. At that time the view was that the learning outcomes for professional judgement and 

professional skepticism are already separate and therefore it does not matter if they are 

combined into one competence area.  Additionally, the CAG also indicated that it believes that 

IES 4 accurately describes the learning outcomes related to professional skepticism for 

professional accountants.   
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25. Based on the outcome of the IESBA Consultation Paper on how the Code of Ethics should 

address professional skepticism beyond audit and other assurance engagements and the views 

of the participants at the roundtables held by the IESBA, the IESBA decided to use the term 

professional skepticism only in the audit and assurance context.  As a result, the PSTF needs 

to revisit any references to professional skepticism in the competence areas/learning outcomes 

in the IESs to determine if any changes in terminology used in the competence areas/learning 

outcomes are necessary.   

26. The Tasforce has coordinated with the ICT Taskforce to summarize all proposed changes to the 

learning outcomes for PS and ICT.  These proposed changes will be discussed in the “Updates 

to Learning Outcomes” joint session.  During this joint session, the Board will discuss changes 

to Learning Outcomes for both professional skeptisism and ICT.   

 

Item 4 – Proposed new glossary terms.   

27. The Taskforce is proposing defining several new terms that are used in the revised learning 

outcomes.  These terms are as follows: 

 Intellectual curiosity:  One’s desire or persistence to invest time and energy into learning 

more about a person, place, thing or concept. 

 Critical thinking:  A process one goes through to make an objective analysis and 

evaluation of an issue to reach an informed conclusion.   

 Questioning mindset:  An attittude  that results in posing a series of questions to gather 

and evaluate information. A questioning mindset is fundamental to the application of 

critical thinking.   

28. Another term that is used in the learning outcomes that has also created confusion is 

professional judgement.  This term is already defined in the IAESB glossary of terms.   

However, the Taskforce is proposing changing the definition to broaden it beyond the context 

of audit.  The current and proposed definitions are as follows:   

 Current definition - Professional judgement:  The application of relevant training, 

knowledge, and experience, within the context provided by auditing, accounting, and 

ethical standards, in making informed decisions about the courses of action that are 

appropriate in the circumstances of the audit engagement. 

Requested Action: 
 
1. Does the CAG have any questions on the process used by the PSTF in 

performing the analysis of PS skills and behaviors from various sources 
to the competence areas and learning outcomes in the existing IESs?  If 
so, what? 
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 Proposed definition - Professional judgement:  The application of relevant training, 

knowledge, and experience, within the context provided in relevant professional 

standards, in making informed decisions about the courses of action that are appropriate 

in the circumstances. 

 

 

 

 

PROPOSED WAY FORWARD 

29. The Taskforce will consider the CAG’s advice and suggestions and determine a timeline for 

completion of the agreed upon action items and open items.   

Requested Action: 
 
2. Does the CAG have any feedback on the proposed definitions?   If 

so, what? 

 

3. Are there other new terms the CAG believes should defined in the 

glossary?  If so, what? 


