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Introductions
David Lyford-Smith

Technical Manager, Tech and the Profession

• Assurance of new technologies

• Digital tax

• Blockchain

• Technology in the ACA exam

• Editor and blogger, ICAEW Excel Community



Ask a question or download resources 
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Audio problems?

ENSURE YOUR SOUND IS TURNED ON
If you experience poor sound quality you may 
benefit from refreshing your page

Ask a question

Type your question into the question box 
then click submit.



FRC consultation:
Using technology to 
enhance audit 
quality
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The FRC made their latest thematic review 
in March of 2020, inspecting how 
technology has impacted financial 
statement audit in the largest six firms.

They found that audit data analytics has 
become commonplace now.  They are most 
commonly seen in the risk assessment 
stage and in revenue testing.

Other technologies mentioned – such as 
natural language processing – are at an 
earlier stage.

Technology can enhance quality by 
removing sampling risk and rote work.

The best examples featured comprehensive 
roll-out schemes.
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However, the latest Audit Quality Review 
still showed that audits had room to 
improve.

The most commonly cited areas of 
improvement are challenge of 
management, revenue (particulary
judgmental areas), and long-term 
contracts.  Technology is less applicable to 
these areas.

Firms are struggling to retain the best 
talent.

Explainability of algorithms, where 
machine learning is used, is critical to the 
RI’s ability to sign off on the audit.
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The consultation called for evidence on a 
wider selection of technologies than just 
data analytics.

Key issues were how audit quality could be 
improved, use of tech, competition, data 
standards and extraction, audit 
documentation, handling of exceptions, 
and the growing use of 3rd party 
technology.

AICPA in the US has a data standard that 
auditors and vendors can use for audit 
data, and the consultation asks if this 
would be useful in the UK market.
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Our response focused on the great 
potential of tech to enhance audit quality, 
balanced against realistic critique of the 
abilities of this tech.

We highlighted the difficulty of regulating 
to promote competition in this field, but 
were supportive of a cross-industry data 
standard.

Regulation should strive to be an enabler 
of change rather than a barrier.

These new technologies can represent new 
ethical, independence, and audit risks 
themselves – training and guidance will 
have to adapt to suit.
- 5,000 exceptions
- Audit analytics as business analytics
- Professional competence and due care
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Risks and Assurance 
of Emerging 
Technology
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Cognitive technology
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• General term to encompass any system that works similarly to how humans 

think – whether it be AI, robotic process automation, etc.

• Most commonly made via some kind of machine learning – which has 

consequences for how the final model looks and works



Risks
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• Inexplicability

• Bias

• Data protection

• Lack of understanding of context

• General automation risks



Responses
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• Design principles

- Project inventory

- Avoidance of bias

- Data de-identification

- Explainable models

• Controls

- Human in the loop

- Collars and kill switches

- Ongoing review



Assurance

© ICAEW 2020

• Have to have a clear conversation on what is being assured

• Ensure that the engagement team has the right skills, and that any 

practitioners’ experts are duly vetted and assessed

• Consider the assurance approach



Read the report today at:
www.icaew.com/techrisk
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Thank you for attending 

Contact the Tech Faculty    .

� +44 (0)20 7920 8526

� techfac@icaew.com 

� icaew.com/techfac

• Please take the time to fill out our 

short survey

• For any enquiries about individual 

or corporate subscription to the 

Faculty please visit: 

www.icaew.com/jointechfac

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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