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* Independent standard-setting body that
serves the public interest by setting high-
guality auditing, assurance, and other
related standards

— Rigorous and transparent due process in
developing its pronouncements, with
input obtained from a wide range of
stakeholders

 Full-time independent Chairman and 17
volunteer members, 50-50 balanced
between practitioners and non-practitioners
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I f\ L\ b B and Assurance
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About the IAASB <FIAASB

« Oversight by the Public Interest o SOVHFIZRIEEZRS (Public Interest
Oversight Board (PIOB) Oversight Board, PIOB) Y& ES
- Strategic and technical advice - ZiEMIAE (Consultative Advisory
provided by the Consultative Advisory Group, CAG) SNERMSIRSIF0RA
Group &if
— 30+ international organizations - SEREE ( CAG ) HEEIREE.
representing investors, regulators, mENE, ENRHENBCREES

preparers, policymakers and others ZENRI30Z N EFRBLRIR
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International Auditing
IA A S B and Assurance
Standards Board

| Adoption of Clarified ISAs (Based on IFAC) {&1T/EHIEFREITHENESIRAYERR (FHIFACIR )

Jurisdictions Using Clarified ISAs Already, or Committed to Using Them in the Near Future (124)
SEFEAFRIGIEERET EMERFEITENMERH K (H£1244)

Europe (42): Albania, Armenia, Austria, Belgium, Bosnia and Herzegovina, Bulgaria, Croatia, Cyprus, Czech Republic,
Denmark, Estonia, Finland, France (Experts Comptables), FYR Macedonia, Georgia, Greece, Hungary, Iceland, Ireland,
Italy, Kosovo, Latvia, Lithuania, Luxembourg, Malta, Moldova, Montenegro, Netherlands, Norway, Poland, Portugal,
Romania, Russia, Serbia, Slovakia, Slovenia, Spain, Sweden, Switzerland, Turkey, Ukraine, United Kingdom

Americas (20): Argentina, Bahamas, Barbados, Brazil, Canada, Cayman Islands, Chile, Colombia, Costa Rica, El
Salvador, Guatemala, Guyana, Jamaica, Mexico, Nicaragua, Panama, Puerto Rico (private companies), Trinidad and
Tobago, Uruguay, USA (private companies)

Asia and Oceania (22): Australia, Bangladesh, China Mainland, Hong Kong S.A.R, India, Indonesia, Japan, Kazakhstan,
Kyrgyz Republic, Malaysia, Mongolia, Nepal, New Zealand, Pakistan, Papua New Guinea, Philippines, Singapore, South
Korea, Sri Lanka, Thailand, Uzbekistan (listed entities), Vietham

Africa/Middle East (40): Bahrain, Benin, Botswana, Burkina Faso, Cameroon, Central African Republic, Chad, Comoros,
Democratic Republic of the Congo, Equatorial Guinea, Gabon, Ghana, Guinea, Guinea-Bissau, Ivory Coast, Jordan,
Kenya, Kuwait, Lebanon, Lesotho, Malawi, Mali, Mauritius, Namibia, Niger, Nigeria, Palestine, Republic of the Congo,
Rwanda, Senegal, Sierra Leone, South Africa, Swaziland, Tanzania, Togo, Tunisia, Uganda, United Arab Emirates (Abu
Dhabi and Dubai), Zambia, Zimbabwe
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Regulatory Focus on the IAASB

International Forum of Independent Audit
Regulators (IFIAR) and International
Organization of Securities Commissions
(I0SCO) to address firm-wide quality control.

Most recent IFIAR report on inspection
findings (issued in Q1 2018) identifies in the
area of firm-wide quality control that “too
many audit firms continue to have high rates
of inspection findings” and that “more
improvement is required”.

IFIAR indicate its will “continue its dialogue
with the GPPC networks and consideration of
standard setting in this area.

Monitoring Group Consultation Paper:
Consider Reforming the Global Audit and
Ethic Standard-setting Process.

IAASBTE

/ ~ International Auditing
I jf’\ \ S B and Assurance
Eax b K Standards Board

ESERIRER

EFEZH iR ETIMISIE (IFIAR ) LUKREFR
IFs£4R4 (I0SCO ) BXFEEFEmYE

IFIART 2018 FHE—FEAMAIKX TiaIn s
HNEHFRSEL | EESHBAERNRER
HEE , "KENRUTSESAFEFEERS
tEBRsERIL | AEEL "FEESHN
IFIARFTRES 5 GPPCRIEIRIFHRIEENTIE | FF
& S R TE N RIS L,

WE/NATIERS | BEEIKEITFEEENF
EITFERINE.,
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Focus on ISAs and Quality Control Projects in 2018 20185 & : RER& ENFIBXEFREIHENIRE

Project IRE Title BR Targeted Timing B{RSeRAT =

ISA 315 (Revised) Exposure Draft Identifying and Assessing the Risk of Material Misstatement June 2018
ISA 315 (1£1]) - IEREAE T R B U R BN MM EER XS 2018461

Quality Control for Firms That Perform Audits and Reviews of Financial

Firms: 1SQC 1 (Revised) — Exposure Draft Statements, and Other Assurance and Related Services Engagements December 2018
EZATEHR : ISQC 1(121]) - IEREWB Zjbﬁgaé%ﬁiﬁ?ﬁ—'ﬁﬁl‘ﬂ HtESIERABRRSHIRIHNESRER 20185128
B
Audit Engagements: ISA 220 (Revised) — Exposure Draft Quality Control for an Audit of Financial Statements December 2018
EITIVSSER : ISA 220 (121]) -ERENE XSS HRERER I LB AR E = 20185128
September 2018

Agreed-Upon Procedures— Exposure Draft IiEreRs- iERETE 201895
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IAASB =S

ISQC 1 (Revised), Quality Management for Firms that
Perform Audits or Reviews of Financial Statements,
or Other Assurance or Related Services

Engagements

Elfx

o

EIEHIENELS (121])

MITUSSIREFREITSEN. BthSiEREXRSHSTH
RSFRSiEHIER
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Regulatory focus SEES

* IFIAR survey 2017 results

* ‘A deficient system of quality control
would likely be manifested

* in engagement-level findings’

« Changing focus of external inspections —
enhancing regulators’ approach to review
of firmwide system of quality control
(SoQCQC).

- BRI IR E 1SR (IFIAR) 2017
NERNFEE LSRG

« Aéfi'% _w/j—gﬁzﬁ]f j_,-g %ﬂﬂt‘%f?_
FETRNE

- EIEERE

- WM R BN E m—IR SRR
CEESFTERREEHIRS (system of
quallty control, SoQC) KY75i%
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Regulatory focus SEES

For several regulators the SoQC focus includes

ISEATS IR REHIRS (SoQC ) EMEIE

Accountability for Audit Quality EitHERES{TH!
Firm Risk Management SESFRXIEEE

Firm Talent Management ZEEFFAA SR

Firm Resource Management EEFTERETE

Oversight: audit and process 5% : BiHRITFE

Audit Quality (eng'’t level) Fit/RE (TIHE® )
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Extant ISQC 1 I{THIISQC1

« Extant Standard almost 20 years old pre-
dating independent audit regulations

« Standard “clarified” ten years ago with clarity
conventions without substantial changes

» Task Force includes representatives from three

IFIAR members:
* UK Financial Reporting Council

« South Africa Independent Regulatory
Board for Auditors (IRBA)

* US Public Company Accounting Oversight

Board (PCAOB) - *Official Observer

PTHENEFERI20E , FER TR HEITS

BRI

HENTELOFRI “21T" | BIRTRIAE S
IRBERIERMN

TrEBERBE3NFIAR EFRIR BRI e
MNCIRRR AR

- REUSKREERE

«  FEFFIHIPRIREEES

. EEARATSUKESRE B
Xrlzr\J\
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New standards - ISQC1 <#FnE&Nl - 1ISQC1

Proposed revisions to ISQC 1
%7 1ISQC 1RHEITIEN

* Introduce a risk based approach — more
thought provoking and may be tailored

. Extant ISQC 1 .
T 1SQC 1

— Focused on ‘establishing policies and
procedures’

* Perceived as ‘checklist based’ and may
not address risks to quality

* Responses likely to be a more effective,
efficient use of resources and improve
interrelationships

* A sustainable, proactive approach to managing
quality that may prevent quality failures

* A‘one size fits all’ approach — minimal
emphasis on the circumstances of the
firm in designing the system of QM

T EURENEE - RELXKR ARG E-EBRAME | BAILUR
" : " L N N 4 = 1\ ;E%%ﬁﬁﬂg'r%;ﬁ MEWﬁRH
¢ BEFERRY | oJse A BEREENX K N . .
N — uy A3 n N S ° }i’ﬂ%ﬁj— L}\Eﬁﬂm*u mﬁiﬁ#&%*ﬁﬁ*go
- IzF "BREBRAEE" hE—HERITR . - .
SemRgndiRt | R/OEE TSNS - LIS, EMEIRRES ARG RERE
i
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New ISQC1 - What does it mean for our SoQM: HR example
#1ISOC1 — X FEREIEHIRFHIEI - HRAYSLA]

. Extant ISQC 1 .

4T ISQC 1

Proposed revisions to ISQC 1

3J ISQC 1AYEITEIN

Require firm to: 1. Establish quality objectives:
... ‘establish policies and procedures’ to provide it Obtain, develop’ use, maintain & allocate resources to support
with reasonable assurance that the firm has sufficient performance of engagements/ the SOQM include:
personnel with the competence, capabilities and () Adequate anticipation of resource needs;
commitment to ethical principles... 2. ldentify and assess quality risks:
Client delivers PBC late (consistently) - deadlines under pressure,
BRHHFESER : resourcing not adequate to cope; and
L AHTESFRA L ERSIER | SIRHREER » Key staff member leaves unexpectedly/ sickness during eng’t —
HESMIEE IV EREHFEETIEEERIA replacement does not have appropriate skillset/capabilities.
5. 3. Design responses to identified risks:
*  Capture detail of persistent offending (late delivery) as a risk
1. EBUyKRSAF:
Not Requiring: R, FFR. fEF. SHPHSERRRELSHFNE/ REEERANGH
« firms to identify and address specific risks — (‘what could (i) FEERSMESEERK ;
go wrongs’) and target controls 2. R3HIFHEESNEE
« BFRHBHSERRE  FiHPEELNENED  RERFERE
REER BARLR ; AR
.+ EFFMRBIFERISEIRE (What Could Go Wrongs ) - XBRTERBHRRABIRGAR  BEREFESEBIRIRKLEES.
PAB AR N AY B Rz 3. $XEIRAILHLAIMESAYEIRT

BHHERAECERYTN GERRRATERR ) A—TXE
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Risk-Based Approach to Managing Quality FARFEHRESIRHILAUXIE HEMETSE

* Increased focus on scalability and keeping the standards

principles-based, but at the same time retaining robustness
— Plan to develop examples to accompany the ED
— Emphasis on applying professional judgment
» Eight components that make up the system of quality management

— Components similar to COSO / ISA 315 (Revised), with some

additional components
- RSN BT RERNAEMTIEEN |, FiS GRS
- I SERERBR—ERH R
- B EWHIERI RN
- REEBEARRGEIESMERERS
— ERGERS ST COSO/EITHR ISA 315 , LAIR—LeARoMOBARMERS
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jf’ JA and Assurance
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ISQC 2: Engagement Quality
Control (EQC) Reviews
EfrREEIEHIENFE2S
INE REEHISZ

PPPPPP



ISQC 2: Overview ISQC 2: #f5s

* New separate standard addressing EQC reviews

« Enhanced requirements and application material in relation to: ISQC 1 (Revised)
— Scope of engagements subject to an EQC review Requirement on the selection of
— Eligibility of an individual to be appointed as an EQC reviewer, including engagements for EQC review
objectivity, authority, technical competence and experience
— Appointment of the EQC reviewer ISQC 1 % { T )
SR . o I A REEH S %A B EEER

— Performance of the EQC review, including clarification of appropriate timing of
the review and strengthening the nature and extent of the review

* To further explore linkage with professional skepticism

— Documentation related to, and of, the EQC review - ISQC 2 (New)
+ IAASBRIEFHIE RIS HATFTHISMER (1SQC 2) Al OthEeggqUiFeme”_tS i [eiation o
. ST = BELH—IEIS reviews, inciuding
#% MFBEE,E'E’Tgim’&* SiEr responsibilities of the firm and the
- MEREEHSEZNIRETCE EQC reviewer
- RANREERRSHSRANEE  QEST. G SURELINER
- EENERRRHSHA IS¢
- MERESHSRAGIITIER | SEPHTHTRE RS SRS EESSIbats: J’é XY EE
HELUR IR B R B 5 S A0 AT B E BER, QEEEFIRERE s
- H—ERRSIREEIRER HIEZ AT

- SIhBEREEHEZEXINIIERER
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IAASB [t

ISQC 2: Key Project Timelines 1SQC 2: IiHEx<g&Ata1ZeHE

December 2016: Approval of project proposal 20165F128 : MBREIREHE
September 2017: 15t Read of exposure draft 2017998 : iEkEWBE—IR

September 2018: 2"d Read of exposure draft

December 2018: Planned approval of exposure 201859 : IEKEWiRHE R
draft 20185 12R : fIEKE WLt
March 2020: Anticipated final approval of 20206638 : ENFRTHSIE

standard




ISA 220: Quality Control at the
Engagement Level
ElfrHiTENSE2205—

XSSk ITSEIERIR ==
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International Auditing
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Relationship Between ISQC 1 and ISA 220 ISQC 1 5 1SA 220 g9k :

FIRM LEVEL ZEEZFREME

_ ldentify and | Design | Implement
Establish assess quality responses to responses at
quality risks quality risks firm level

objectives . . — e S e
P—— B ST fEES PERER IR RSB
A2l Al X1 B&: RIXIHEDE SR XS HEbE

ENGAGEMENT LEVEL IRBEM

Design and implement additional responses that address Implement the firm’s responses that
‘what could go wrong’ for the specific engagement address the firm-identified quality risks
IR FHRSEE NS RN | LIRS EIRBR MITESPRRIXIHENE , LA IESRSSFR
"Rl aEth IR Rz 2k BiRAIEER G
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Progressing Changes to ISA 220 - Embed Quality Management Principles

ISA 220 BYE1T — i 7 =S 1ERN

« Extend requirements and related application BN T 5158, MEMEZIEXNERT

material relating to direction, supervision 128|  HIER THESMKALSRE ST
and review and strengthen leadership

responsibility of Engagement Partner

« Highlight interactions of ISA 220 with ISQC ~ * 3&/d TISA 220 F1ISQC 1 R Hf{tbEfxE
1 and other ISAs (Audit Quality vs Business iHENRYES) (FitRE vs WS5E1E)

Consideration)

. Con3|derat|9n of how best to .add.ress . EEAMARSTIREASSEER | LU T
strengthening the communication s

requirements in order to promote behavioral
change
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Progressing Changes to ISA 220 - Embed Quality Management Principles

ISA 220 BYE1T — i 7 =S 1ERN

« Extend the requirements and related ENTS "MBAENIERIR" BXEVEK
application material in relation to 45|, LSRBNHITER TR SEFBAYSENNT
‘assignment of engagement teams’ to iZBIZER (GINEARSIR. 3R FIMERSE
capture the broader resources required e TENIEE %)

or deployed to perform an audit (e.qg.,
including technology resources,
methodologies and related implementation
tools and guidance)

* Require a ‘stand-back’ at the end of the - EEIHSEEMEE "BIR" —SEEEFER
audit to consider that engagement quality FTIHEES

has been achieved

Page 21
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Quality Control Considerations Relating to Networks

SRR EIEEIE TS

« Neither the ISAs nor ISQC 1 have « EFREIHENFD ISQC 1 ;8B 3TMLE
requirements for networks and do RROHEHAIEX , BRERDER 5
not address sufficiently individual EEPTK B S BERFIFZFRYEE
firms’ ability to rely on network
policies and procedures.

 Regulatory concerned over undue o IIkﬁjt)lj:’jjcﬁlb\g&ﬁﬁﬁrgq@ﬁmggﬁg

reliance on network’s QC system, FREEFIAR  1SRIEEERAEIT
particularly in group audit situation AN
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Quality Control Considerations Relating to Networks

SRR EIEEIE TS

Changes: Y

« Requirement at firm- and engagement-  « FESZFMIIEEEREKTERHE
level to proactively consider FEMkEN &+ M FEaYfa TE R E1EHI ER
appropriateness of reliance on FRVIEHME (a0 |, SEFNEEAGE

network’s QC system (e.g., monitoring i) A EEIRE HEE KB A
and remediation activities); may identify JitE

need for supplementary actions!
- BRENIRIEMARER | BakEboiE

« Specific circumstances to be AR IR 2=
addressed: component auditors and

alternative delivery models.
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Quality Control Considerations Relating to Networks

SMEERRIREEEIE TS

- At firm level: Strengthened requirements - BEFRER : H—FERKESEait®

for firm to proactively consider activities SEMEZERTRERNENUNRESSE
undertaken at a network level and how HIE X EERE REE IR R

these are used by the firm in its system of
quality management

— Definition of a network or network _REETERAEX "ME ] FEESs
firm to remain the same as extant B’ BeN

— Flexible approach to accommodate
variety of circumstances and encourages ~ — RXRimAIAE  LUENSMER 7
proactive two-way communication on S RIEE N B I E K AT ERIHEHI TN

a timely basis and as needed [iaE
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Quality Control Considerations Relating to Networks

SMEERRIREEEIE TS

« At engagement level: Strengthened - IRBEMA : #— 2 EXRESHE JIE"’"EEEF'
requirements to more proactively BRI ESNAIRB EBEEENERE
consider relevant aspects of the network’s  IB{AZRAIHEXAE
system of quality management at the
engagement level when managing quality

— BB &AM B\ EERE

— By the engagement partner and
engagement team

— SERERD XS E M ZSHIZH RER
PEXIZERER

— Considerations in relation to component
auditors when component auditors are
part of network

Page 25
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ISA 600, Special Considerations—Audits of
Group Financial Statements (Including the
Work of Component Auditors)
EfFEIHENSFE6005—
WERBMSHRRBEITRISIRE R
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ISA 600 — Group Audits ISA 600 EEH=1T

« Group Audit Task Force continues to progress  « SEFF 1T T{EEREIEEIR B M A1 T4kEE

issues in light of changes being made in other SEEK alRR
projects

* Proactive liaison with other Task Forces - B X nI FS5EMMTEAR (50, REEH
(e.g., Quality Control TF, ISA 220 TF, ISA 315 T{E2R , ISA 220T/F4H , ISA 315 (&1 ) T
(Revised) TF) on crossover issues {EB<E ) 1T ERNEREE

 Consideration of specific group audit issues
(e.g., component materiality, consolidation, o EEASTRYEREIHRER (B0, BRSO E
communication with the component auditors, B &, 5E/ERS TS EESE )
etc.)

* Publication of a Project Update about issues .« 43
being considered in the revision of ISA 600 and B
explaining the linkages with other projects

IREEFHHAEISA 60021 FEEAE]
, FHERSEMIRERERR
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Data Analytics
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ngh -level Feedback from Respondents on Request For Input (RFI)

SE LTINS RRF)IEKERIEEL

« 51 responses received from a wide-variety  * 251 kB EZFREXENREEN
of stakeholders

 Strong and consistent recognition that data 'g“lj‘#_iﬂLAjjﬁ;Eﬁ*ﬁ EIRBEITR

analytics has ability to enhance audit =
quality
1

* Much support for the IAASB to undertake BRI HIASBRIEN )

the initiative

- &I %JDEF'%%HEHJ)\%I EIERBITEE

* Positive remarks that the RFI identified H (o) o

many important issues — early stage

analysis

Page 29



~ International Auditing
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ngh -level Feedback from Respondents on Request For Input (RFI)

S TEmNERKRI)BE/KERIEEN

« Encouraged continued active - fEE SR B A RS &R 2 th TIEB %%
participation by Data Analytics Working SRS 5 ENFEIETE
Group in standard-setting activities as
current projects progressed « WNMBBIREHE D ITEIRN

* Must provide a clear explanation of whatis . 7GR T2 -
meant by data analytics

— BEXIMHRIER L VS. HIEEIRATER

 Caution regarding the way-forward

— Targeted changes vs. separate standard — HIRDITESBIE I B PEBBIA I EE
L . _ J84 , 540 ; ISA 315 (&) ,ISQC 1,
— Data analytics is being considered in ISA 220 , ISA 600

each current project as relevant (for
example, ISA 315 (Revised), ISQC 1,
ISA 220, ISA 600)
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Other Projects and Initiatives
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Agreed-Upon Procedures FSETER

* Project proposal to revise ISRS 4400 approved « 201759 BRI ETASITISRS 4400910 BiRZ
in September 2017
— Role of professional judgment in an AUP - EBEEFIE P T FIRTRIER
engagement

. — A ETHmRYIRS
— Independence of the professional accountant
— Terminology used to describe procedures in - BEERREPFAFERAAENENX
AUP report N B
o — XIS EEH THEERER
— AUP engagements on non-financial
information - 1%%%%591«'5
— Using the work of an expert
. o o o | H L AZ— L |
— Format of the AUP report and restrictions P RERE i S AR AT KAOBR )

thereon « F+-F 201849 B KA AERE A
» Exposure Draft issued in September 2018
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Less Complex Entities
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Exploring Possible Actions—IAASB Project Proposal

RZ= 0] Be KB {Ta)——IAASBII B R
* Objective

=/
— Develop the Discussion Paper for Public s P
Consultaﬂon - %UZElj-lbfﬁrﬂ/A}\)\‘fiE*E'\m
« Confirm perceived issues and obtain « A RKIBYRIRIF RIS AT e TatEx
views on possible actions HIMLAR
— Develop recommendations for future Board — FEEIAASBIYTEHEH RN
action
* Project Scope * REEE
— Confirm identified challenges and issues — B BIRB] Rk aANIR)E
— Develop the Discussion Paper - #EN e
— Analyze feedback (and prepare a feedback — WRESIHTOT ( HESRIESRA
statement) RS )
— Develop recommendations for Board _ IRV RIAAS B

consideration
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IAASB

Exploring Possible Actions—Further Working Group Activities

R D] REREEY Ta)—— T EAARKN TERS
* In-depth environmental scan
— Academic review of existing literature

« Compiled a list of research on matters
related to SMP’s and SME’s (based on
key words)
* First list of research papers and other
relevant articles received
— Various papers on audit thresholds
(exemption) and impact on audit /
demand for audit for small entities

— Demand for voluntary audit

— Audit quality in audits of smaller entities

— The role of small audits for studying the
audit market

— Spreadsheet use in small audit firms

— Further outreach (e.g., NSS; INTOSAI) to
understand challenges and issues

— Consideration of further surveys

- WINEHITIREE

— B STBEYEARTFHN
- EFKEE | WEAPINMEIRESTHIRSHIES
ZFr (SMP ) Rrhidl ( SME ) #8KIBIRRER5T
H1TC YR
- FRIEEFRIARIRSE REMEXRE
- XTHITIRFE (3% ) NSRS IS/
N ER T R AER T RAYFE
- BEHITHIEE
— BV ERTHRYERTHRE
— BV RS ER S TR S B TR E R
— /NBERVVER TR FERISHYE D
— H— IR EEMARTTIC SRIBFD AN | 51
ol : ExREITENFEIES (NSS) . EfrxSHIT
2B (INTOSAI )

- ZRH—HIEE
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Exploring Possible Actions—Further Working Group Activities

REAJRER NI 7o — T (EERRN TERS

« Outreach when Discussion Paper « SIEKE AT ICTRABRAILE
out for comment

— - AN
— Second SME/SMP Working B IHSMERSMPTAERIY
Conference (possibly May 2019) ( ATREF 2019458 )

- Hittihes
— Other roundtables?




Possible Actions to be Presented in Discussion Paper

BT IS 2RI BEXRENEY TR

* For stakeholder views — will help inform
project proposal for further IAASB
actions

» Working Group to still consider content,
but exploring:

— Other ways providing assurance for
stakeholder needs

— What more can be done in the ISAs to
address complexity of the standards

— Content and presentation of a separate ISA
for audits of less complex entities

— Guidance that may be needed for applying
the ISAs to less complex entities

IAASB

- FTmHEREREN : rTLAR R
IAAS BRK e geRBToIAVIN B 1R

ES

- TIRRIEZRERRNE |, FHRER -

— A mERERHRIERERS T

— MEFRERTHENH TR EEE RTLARE
ENRS S

— BRRIEFRER TN PR TR B R
SR TERITIIRBMRR

— IS EPRERITEN N B TR E ERSLR AT
AE 2 hfE R

International Auditing
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