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 Agenda Item 1 

 

Audit Evidence 

Objective of Agenda Item  

To discuss issues related to the introduction, definitions, requirements, and specific questions 

about the application material of the proposed Statement on Auditing Standards, Audit Evidence 

(proposed SAS). The content highlighted in gray in the proposed SAS represents application 

material and proposed conforming amendments that will not be a subject for discussion at this 

ASB meeting. This content will be discussed at the January 2020 ASB meeting.  

Task Force 

Task Force members are: 

 Jay Brodish, PwC, Chair (supported by Kathy Healy) 

 Jim Burton, GT 

 David Finkelstein, SingerLewak (TIC) 

 Audrey Gramling, Oklahoma State University 

 Kristen Kociolek, GAO 

 Susan Jones, KPMG and IAASB Technical Advisor 

 Jeff Schaberg, Deloitte (supported by Sally Ann Bailey) 

 Eric Turner, CPA Canada and IAASB Member 

 Alan Young, EY and IAASB AEWG Correspondent Member 

 

Bob Dohrer, Chief Auditor, AICPA, serves as an observer of the task force. 

Background 

The overall objective of the revisions to the proposed SAS is to address the evolving nature of 

business and audit services, specifically 1) use of emerging technologies by both preparers and 

auditors, 2) audit data analytics (ADA), 3) the application of professional skepticism, 4) the 

expanding use of external information sources as audit evidence, and 5) more broadly, the 

accuracy, completeness, and reliability of audit evidence. 

On June 20, 2019, the Auditing Standards Board (ASB) issued the Exposure Draft related to the 

proposed SAS. The Exposure Draft period ended September 18, 2019.  
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At the October 2019 ASB meeting, the ASB discussed the significant issues arising from the 

comment letters received in response to the Exposure Draft related to the proposed Statement on 

Auditing Standards, Audit Evidence (proposed SAS) and provided direction to the Task Force 

based on the responses received from the comments. Significant comments or observations by the 

ASB members were as follows: 

1. The attributes and factors that the auditor would be required to consider in making the 

evaluation of whether sufficient appropriate audit evidence has been obtained and 

whether the diagram included in the proposed SAS should be retained. After 

discussion, the ASB agreed to remove the diagram from the proposed SAS, but the 

diagram (with some revisions to address the comments by responders) could be used 

in other implementation material. 

2. The revised definitions, in particular 1) audit evidence, 2) appropriateness, and 3) 

sufficiency. After discussion, the ASB agreed to restore the definitions of 

appropriateness and sufficiency back to extant. The ASB also agreed to add 

application material to more fully explain the terms quantity and quality. 

3. The flow of the requirements. In the Issues Paper, the Task Force suggested 

indicative drafting in order to address feedback in the comment letters. The ASB was 

supportive with the direction of the indicative drafting and provided some suggestions 

for improvement. 

4. The guidance related to automated tools and techniques. The ASB supported the Task 

Force views on this issue and supported exploration of adding examples and/or 

guidance. 

5. External confirmations. After discussion, the ASB agreed to rescind the conforming 

amendments that would permit oral confirmations. However, the ASB directed the 

Task Force to consider adding application material that would address the use of 

electronic means to obtain external confirmations. 

6. Audit documentation. The ASB supported the Task Force suggestions to make clear 

in the application material that the proposed SAS is not intended to create incremental 

documentation requirements. 

7. Linkage to other standards. The ASB supported the Task Force views and approach 

on this issue. 

8. Professional skepticism. The ASB supported the Task Force views and approach on 

this issue. 

9. Relocation of Management’s specialists’ content. The ASB supported the Task 

Force’s recommendation to relocate the content of management’s specialist currently 

in AU-C section 500. After discussion, the ASB agreed to relocate this content to a 

separate standard. 

 

The Task Force met on November 11-12 to discuss the ASB feedback, next steps and further 

updates to the proposed standard based on the ASB and comment letter feedback.  The draft 

proposed standard (Item 2A), which is tracked for changes from the Exposure Draft, is the 

outcome of that Task Force meeting. 

Matters for the ASB’s Consideration 
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I. Introduction 

ASB Comment Task Force Disposition 

In paragraphs 1–5 of the proposed SAS, the ASB 

included additional content to articulate the 

relationship between the proposed SAS and other 

AU-C sections, including AU-C sections 315, 

Understanding the Entity and Its Environment and 

Assessing the Risks of Material Misstatement, 330, 

Performing Audit Procedures in Response to 

Assessed Risks and Evaluating the Audit Evidence 

Obtained, and 700, Forming an Opinion and 

Reporting on Financial Statements.  

The feedback from the comment letters was largely 

supportive of the material, but the Task Force agreed 

to revisit whether changes to the introductory 

material as well as the objective are needed to align 

with other changes proposed to the ED. 

The ASB agreed with the Task Force’s 

recommendation in this regard. 

Based on the feedback received from the 

comment letters, the Task Force has made edits 

to the Introduction section of the proposed SAS. 

See paragraphs 1-4. 

Question for the ASB 

1. What are the ASB’s views on the revised introduction of the proposed SAS? 

II. Flow of Requirements 

ASB Comment Task Force Disposition 

A focus of the proposed SAS is primarily on 

establishing the attributes of information to be used as 

audit evidence. The attributes and factors were 

reflected in the proposed SAS by the addition of new 

requirements and application material. Based on the 

feedback received in the comment letters, the Task 

Force reformulated the requirements to more 

effectively convey the interaction among the 

attributes of information to be used as audit evidence, 

including how audit procedures impact evaluations of 

information obtained. At its meeting in October 2019, 

the ASB agreed with the direction of the Task Force 

but recommended changes to the structure of the 

requirements. 

The Task Force agreed with the ASB’s 

recommendation and has made edits to the 

requirements and changed the structure in order 

to better convey the work effort under the 

proposed SAS. See paragraphs 8–11 of the 

proposed SAS. 
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Question for the ASB 

2. What are the ASB’s views on the revised wording and structure of the requirements? 

III. Definitions 

ASB Comment Task Force Disposition 

Definitions—At the October ASB meeting, the Task 

Force made the recommendation, with which the 

ASB concurred, to substantially restore the 

definitions of sufficiency and appropriateness to the 

definitions in extant AU-C section 500. 

Additionally, the ASB agreed that the notion of 

persuasiveness remains relevant because other 

standards (for example, AU-C section 330) require 

that the higher the assessment of the risks of material 

misstatement, the more persuasive the audit evidence 

the auditor is required to obtain. To that point, the 

Task Force believes that additional application 

material is needed to explain (1)  that the product of 

appropriate and sufficient audit evidence results in 

persuasive audit evidence, a point acknowledged by 

some responders, and (2) that “quantity” as a measure 

of sufficiency does not necessarily mean physical 

quantity but rather refers to the “amount” of audit 

evidence. 

In the updated proposed SAS, the Task Force 

has made the recommended edits by the ASB to 

restore the definitions of appropriateness and 

sufficiency to the extant wording. In addition, the 

Task Force has made other edits to the definition 

of audit evidence as suggested by the comment 

letter responders. 

In paragraph A4, the Task Force included 

guidance that sufficiency and appropriateness 

affect the persuasiveness of audit evidence. 

Question for the ASB 

3. What are the ASB’s views on the revised definitions of audit evidence, appropriateness, and 

sufficiency and the related application material? 

IV. Targeted Sections of the Application Material 

Based on the feedback received from the comment letters, the Task Force has made edits to the 

application material in order to respond to the comment letters. Although the primary objective of 

this presentation is to discuss issues relating to the Introduction, Objective, Definitions, and 

Requirements of the proposed SAS, the Task Force would like to get feedback or direction on the 

following matters related to the application material: 

1. Sources of audit evidence 

2. Auditor bias 
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3. Automated tools and techniques examples 

Sources of Audit Evidence 

The proposed SAS included application material explaining that information to be used as audit 

evidence may be obtained or derived individually or in combination from the following sources 

(see paragraph A35 of the exposure draft): 

a. Management — Generated internally from the financial reporting system 

b. Management — Generated outside the financial reporting system, including from 

sources external to the entity 

c. Management — Obtained from management’s specialists 

d. Auditor — Obtained from sources external to the entity 

e. Auditor — Developed from sources internal or external to the entity 

Feedback from the comment letters noted that identifying a finite list of sources might be limiting 

because the sources of audit evidence might continue to evolve in the future. In response to this 

comment, the Task Force is proposing to reformulate the sources of audit evidence as follows: (see 

paragraph A16 of the proposed SAS): 

A16. Information to be used as audit evidence may be obtained directly or derived individually 

or in combination from different sources, including the following: 

a. Management. Management may provide the auditor with information that is generated 

internally from the financial reporting system (including the entity’s accounting 

records) as well as information generated from outside the financial reporting system 

(for example, from the entity’s risk management or sales functions). Management may 

also employ or engage a specialist who may provide information that can be used as 

audit evidence. 

b. External parties, including external information sources. Management or the auditor 

may use information obtained from external parties, including external information 

sources (for example, information used as inputs to forecasts or models used to prepare 

accounting estimates). The auditor may obtain external confirmations or may make 

inquiries of external parties to corroborate management’s assertions. 

c. Auditor. The auditor may develop information to be used as audit evidence. For 

example, an auditor may accumulate and analyze industry trends to be used as audit 

evidence for the audits of entities in that industry. The auditor may also employ or 

engage a specialist to assist the auditor in developing audit evidence, which could 

include developing an independent expectation to be used in evaluating the 

reasonableness of an accounting estimate. The auditor may also use automated tools 

and techniques to analyze information provided by management or external parties, 

resulting in audit evidence. 

Auditor’s Bias 
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As explained in the Explanatory Memorandum to the Exposure Draft, a key change in the proposed 

SAS was to shift the objective of the standard from being focused on the design and performance 

of audit procedures to obtain sufficient and appropriate audit evidence to focus also on 

understanding the attributes and factors to consider in evaluating information to be used as audit 

evidence. An attribute that the auditor would be required to consider in evaluating information to 

be used as audit evidence was risk of bias in that information, including auditor bias. As noted by 

the Task Force at the October ASB meeting, responders raised issues with respect to including the 

concept of auditor bias, questioning whether it was appropriately placed in AU-C section 500. 

In response to this feedback, the Task Force recommends repositioning auditor’s bias as a 

consideration in the auditor exercising professional skepticism in an audit as follows: 

A12. The auditor’s evaluation of information to be used as audit evidence in accordance 

with this proposed SAS involves exercising professional skepticism, including the 

consideration of whether unconscious or conscious auditor’s bias may affect the auditor’s 

professional judgments. 

Automated Tools and Techniques Examples 

Responders to the Exposure Draft expressed support for including the examples in the proposed 

SAS to illustrate the use of automated tools and techniques. However, many responders called 

for additional guidance and examples, while others cautioned against developing examples that 

may be overly prescriptive or subject to obsolescence. Recognizing that including examples to 

illustrate all situations whereby automated tools and techniques would be helpful to the auditor is 

not feasible within the proposed SAS, the Task Force acknowledged (and the ASB agreed) that 

further enhancements to the examples and guidance would be helpful. To that end, the Task 

Force reviewed a suggestion provided by a comment letter responder which has been included in 

paragraph A65 of the proposed SAS. The Task Force felt this was a good example to 

demonstrate the level of specificity that might be included in the proposed standard to provide 

relevant examples.  The example states the following: 

A65. An auditor may use an audit data analytic technique, such as a visualization of 

transactional detail, to address the objectives of a risk assessment procedure and a substantive 

procedure concurrently. For example, when performing risk assessment procedures related to 

payroll expense, the auditor may prepare a visualization that is based on a headcount report 

from the entity’s human resources department, which contains a number of different attributes 

(or “data fields”). The auditor considers the various attributes of the report and performs audit 

procedures to evaluate whether the report is complete, accurate, and sufficiently precise for the 

audit objectives. The headcount report accumulates the number and employment classification 

of prior-year employees, current-year additions, terminations, and the ending number and 

employment classification of current year employees and represents the information used to 

develop the data visualization. While evaluating the headcount report, the auditor determines 

consistency exists in the entity’s employee base. Also, consistent with prior year, the majority 

of the employees are represented by a labor union with three-year labor contracts providing 

predictability of payroll amounts. Using the same headcount information used in the data 

visualization, the auditor is also able to perform a substantive analytical procedure related to 

the expectation of payroll expense for the year. This substantive analytical procedure is 
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sufficiently precise to detect a misstatement in accordance with AU-C Section 520. 

Accordingly, the auditor may determine that, based on the payroll information and procedures 

performed on such information, the resulting evidence supports both the auditor’s assessment 

of risk and also meets the objective of a substantive analytical procedure. 

Questions for the ASB 

4. What are the ASB’s views on 1) the reformulated sources of information to be used as audit 

evidence and 2) the repositioning of the auditor bias concept? With respect to the example of 

automated tools and techniques, what are the ASB’s views concerning the length and level of 

detail of the example? 

Items Presented 

Agenda Item 1 – Issues Paper 

Agenda Item 1A – Proposed SAS, marked from Exposure Draft 

Agenda Item 1B – Proposed SAS, clean 

Mr. Brodish will refer to the Agenda Item 1A in leading the discussion. 


