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Ask a question
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VAT Changes in 2015

Audio problems?
• Ensure your volume is turned on

• If you experience poor sound 
quality try refreshing your page.

Ask a question
Type your question into the question 

box  then click  submit.

Download resources here
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Changes to the Ethical 
Standard
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Changes to the Ethical Standard

Overview

• In December 2019 the Financial Reporting Council published an updated Ethical 
Standard. 

• It aims to further strengthen auditor independence and enhance confidence in the 

profession.  

• Many of the changes reflect matters identified in the recent debate surrounding the 
Kingman, Brydon and CMA reviews, or have been driven by stakeholder sentiment.

• The Standard became mostly applicable from 15 March 2020.  
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Changes to the Ethical Standard

Third party Test

• Clearer and stronger objective, reasonable and informed third party 
test

• Ethical principles take priority over rules

• Greater focus on the spirit and the principles of the Standard
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Changes to the Ethical Standard

Public Interest Entities (PIEs)

• The definition of a PIE in the UK has remained largely unchanged 
since June 2016.  A PIE in the UK is:

• An entity with listed securities, shares or debt, on an UK Regulated 
Market 

• A Credit Institution; (e.g. banks and building societies). 
• An insurance undertaking, other than mutual insurers and 

insurance brokers.
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Changes to the Ethical Standard

Public Interest Entities (PIEs)

• ‘List’ of permitted non-audit services

• Services expected to be provided by the auditor – required by law and 

regulation

• Reporting accountant services still permitted – but fee cap applies to 

certain services
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Changes to the Ethical Standard

• Other entities of public interest (OEPIs)

• PIE permitted list of NAS applies to OEPIs

• Effective date – 15 December 2020
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Changes to the Ethical Standard

New restrictions applicable to all audited entities

• Prohibition on contingent fees

• Prohibition of secondments to audited entities (loan staff)

• Prohibition on Internal Audit services
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Changes to auditing standards
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Changes to the ISAs

Overview

• FRC have made a number of amendments to the ISAs for periods commencing on 

or after 15 December 2019

• These are in addition to the revisions to ISA (UK) 540 on auditing accounting 

estimates (and the conforming amendments)

• Need to consider the impact for short periods

• Some of the requirements are relatively minor, such as removing references to EU 

Regulations and Directives

• Other changes are more substantial – for example the updates to ISA (UK) 570 

Going Concern
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Going concern

New, stronger standard

• Issued in response to recent enforcement cases and well-publicised corporate 

failures

• Increases the work auditors are required to do when assessing whether an entity is a 

going concern

• Introduces more transparency in reporting

• Includes a stand back requirement

• For entities applying the UK Corporate Governance Code, more guidance on 

expected procedures to perform in relation to the principal risks and viability 

statement
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Going concern

More focused risk assessment procedures

• More detailed requirements around the auditor’s risk assessment and obtaining an 

understanding of:

- the entity and its environment

- applicable financial reporting framework

- the entity’s system of internal control

- the entity’s risk assessment process

- the entity’s information system and related business processes

• Management is required to perform a going concern assessment for all audits – not just those 

where events or conditions are identified that could indicate a material uncertainty
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Going concern

More focus on evaluating management’s assessment

• As part of evaluating management’s assessment, the auditor is required to:

- Evaluate management’s method to assess going concern

- Evaluate the relevance and reliability of the underlying data

- Evaluate the assumptions on which the assessment is based – including whether appropriate in the context of 

the financial reporting framework, whether consistent with each other and related assumptions used in other 

areas 

- Evaluate plans for future actions

- Consider whether any additional facts or information have become available since the date management made 

its assessment

- Request written representations

• Again, the above are required for all audits – not just those where events or conditions are 

identified that could indicate a material uncertainty

© ICAEW 2020



Poll

Do you think the above change will lead to a significant increase in the work 

required on going concern for ALL audits?

• Yes

• No
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Going concern

Reporting implications – Listed, PIE and large private

Essentially means report in a similar manner to key audit matters (although it may not be a KAM). 
Guidance in para A27-1 states:

[T]he auditor may describe: 

• Aspects of the auditor's response or approach that were most relevant to the evaluation of 
management's assessment.

• A brief overview of the procedures performed by the auditor.

• An indication of the outcome of the auditor's procedures.

© ICAEW 2020



Going concern

Reporting implications – Listed, PIE and large private

An entity is subject to the governance requirements of The Companies (Miscellaneous 

Reporting) Regulations 2018 if it meets either or both of the following criteria:

• more than 2,000 employees,

• has turnover of more than £200 million and a balance sheet of more than £2 billion,

but is not:

• required to make a Corporate Governance Statement under DTR 7.2, or

• a community interest company, or

• a charitable company.
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Going concern

Reporting implications – unlisted, non-PIE and small 

private

More positive conclusion related to going concern:
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Going concern

Reporting implications – unlisted, non-PIE and small 

private

More positive conclusion related to going concern:
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Reporting on irregularities

Focus on fraud and non-compliance with laws and regs

ISA (UK) 700 has a new requirement that applies to all entities:

The auditor's report shall explain to what extent the audit was considered 

capable of detecting irregularities, including fraud.

Previously this requirement only applied to (EU) Public Interest Entities
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Reporting on irregularities

FRC position

FRC’s feedback statement stated:

The FRC does not envisage that the 
additional requirements in ISA (UK) 700 
should automatically lead to a 
prevalence of ‘boilerplate’ language. 
Where audit firms feel that the language 
in their reports is becoming ‘boilerplate’ 
in nature, they should seek to review 
and improve their reporting processes 
so that audit reports provide salient 
information to users. 
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Reporting on irregularities
PIE examples
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Reporting on irregularities
PIE examples

© ICAEW 2020



Reporting on irregularities 

Practical challenges

• Need to avoid boilerplate but what to say and how long?

• Need to identify relevant laws and regulations as well as fraud issues

• No option to refer to KAMs for more detail for unlisted entities

• If matters to be disclosed are identified, what to say in response

• Perception issue – eg could use of the term “fraud” in this section be misinterpreted?

• Will this lead to a change in approach – need to consider as part of planning – eg not 
rebutting the presumed risk of fraud in revenue recognition, potentially more fraud 
risks

• Additional review processes – can’t assume all non-listed reports will be the same
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Other changes

• ISA 701 requires the disclosure of performance materiality and the 

judgements made when determining both materiality and performance 

materiality

• A key reason for the change to disclose performance materiality was that the 

FRC thought this provides important insights into the auditor’s assessment of 

the effectiveness of internal control in an audited entity.

• ISA 720 has more guidance on the expectations of auditors in respect of other 

information
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Summary

• Talk to management now about the increased expectations on them in 

respect of going concern and make them aware of the reporting changes

• Expect more focused and granular work on going concern for all audits

• Consider for irregularities whether the risk assessment needs to be revisited 

and how to tailor the audit report to the circumstances of the entity
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Any questions?
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Upcoming faculty webinars

Date Title

17 August Remote auditing in practice

17 September Identifying and assessing risk under ISA 315 (Revised)
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Thank you for attending 

Contact the Audit and 

Assurance Faculty .

Phone: +44 (0)20 7920 8493

Email: tdaf@icaew.com

Web: icaew.com/AAF 

Please take the time to fill 

out our short survey: 

Survey link

ICAEW will not be liable for any reliance you place on the information in this presentation. You should seek independent advice. 
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This webinar is presented by the Audit and Assurance Faculty. Audit and Assurance Faculty membership 

gives you access to exclusive premium resources including our regular magazine, webinars, discount on 
events and conferences and extensive online resources to support your career.

For more information about faculty membership and our latest joining offers, please visit 

icaew.com/joinaaf or for more information about Faculties Online, please visit icaew.com/subscribefo.
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