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Agenda Item 2 

 

 

 

Investments/Specialists Project 

 

Objective 
To vote to issue for exposure proposed SAS Amendments to AU-C Sections 501, 540 and 620, 
containing proposed amendments to generally accepted auditing standards (GAAS), after 
consideration of PCAOB Release Nos. 2018-006 and 2018-005and consideration of the location 
of requirements and guidance relating to the auditor’s use of management’s specialists within 
GAAS. 

Background 

Comment letters received on the exposure draft of SAS No. 143, Auditing Accounting Estimates 
and Related Disclosures (Estimates SAS) suggested that the ASB consider: 

• whether the PCAOB’s amendments for the auditor’s use of the work of specialists 
(PCAOB Release No. 2018-006, Amendments to Auditing Standards for Auditor's Use of 
the Work of Specialists) included material that, if included in the requirements or 
application material of GAAS, would enhance audit quality for audits of financial 
statements of nonissuers in an effective and efficient manner. 

• the need for more specific guidance related to auditors’ use of pricing information from 
third-party sources as audit evidence, taking into account AS 2501: Appendix A—Special 
Topics, Identifying and Assessing Risks of Material Misstatement Related to the Fair 
Value of Financial Instruments 

 
In addition, as part of its consideration of issues relating to SAS No. 142, Audit Evidence, the ASB 
directed that material addressing management specialists currently located in AU-C section 500, 
Audit Evidence, be placed elsewhere in GAAS. SAS No. 142 contains amendments to place such 
content in AU-C section 501, Audit Evidence—Specific Considerations for Selected Items, pending 
further consideration. 
 
The Specialists/Investments Task Force (Task Force) members are Patricia Bottomly, Chair, Joe 
Cascio, Susan DuRoss (Harvest Investments), Horace Emery, and Laura Schuetze (Grant 
Thornton). The Task Force brought proposed amendments to the ASB for consideration at its July 
2020 meeting. The appendix to this memo lists the revisions that the ASB directed be made at that 
meeting and their disposition. 
 

https://pcaobus.org/Rulemaking/Docket044/2018-006-specialists-final-rule.pdf
https://pcaobus.org/Rulemaking/Docket044/2018-006-specialists-final-rule.pdf
https://pcaobus.org/Standards/Auditing/Pages/AS2501_amendments.aspx
https://pcaobus.org/Standards/Auditing/Pages/AS2501_amendments.aspx
https://pcaobus.org/Standards/Auditing/Pages/AS2501_amendments.aspx
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Issues 

Note that the following issues were included in the July agenda material but were only quickly 
discussed or not discussed then due to time constraints. 

I. Investments 

Guidance Related to Using Pricing Information from Multiple Pricing Services 

Paragraph 8 of AS 2501 Appendix A states the following: 

When pricing information is obtained from multiple pricing services, less information is 
needed about the particular methods and inputs used by the individual pricing services when 
the following conditions are met:   
a. There are recent trades of the financial instrument or of financial instruments substantially 

similar to the financial instruments being valued; 

b. The type of financial instrument being valued is routinely priced by several pricing 
services; 

c. Prices obtained are reasonably consistent across pricing services, taking into account the 
nature and characteristics of the financial instruments being valued, and market 
conditions; and 

d. The pricing information for the type of financial instrument is generally based on inputs 
that are observable.   

Release 2018-005 states, on page A3-52, “Regarding the comment on usage of the terms 
"multiple" and "several" in Paragraph .A8, the term "multiple" refers to more than one pricing 
service. The term "several" is used to clarify that, under the condition in paragraph .A8, pricing 
information is to be obtained from more than two pricing services, all of which routinely price 
the instruments. 
 
The Task Force discussed that although the Release states that pricing information 
is to be obtained from more than two pricing services, the words in the appendix “The type of 
financial instrument being valued is routinely priced by several pricing services” could be 
interpreted as not necessitating obtaining information from at least three services as long as there 
are three services from which to obtain the information.  That is, as long as the other conditions 
are met, comparing pricing information from two services and finding them consistent would be 
sufficient to do less work around understanding the particular methods and inputs used by the 
individual pricing services. 

The Task Force discussed, without coming to a consensus, which interpretation is appropriate for 
audits of non-issuers. 

The ASB discussed this issue briefly at the July meeting but due to time constraints did not come to 
consensus on the wording of paragraph 9 of the proposed appendix, which address multiple pricing 
services. One ASB member felt the determining factor is the risk associated with valuation of the 



Investments/Specialists 
ASB Meeting, October 19-22, 2020 

Agenda Item 2 Page 3 of 6  
 

particular investment (that is, level one versus level three) while another ASB member felt the 
determining factor is the risk of material misstatement. 

The Task Force also considered changing “multiple” to “more than one” and “several” to “more 
than two” in paragraph 9 of agenda item 3C but left the wording as it is due to lack of consensus. 
The ASB did not discuss this at the July meeting due to time constraints. 

 

Questions for ASB Discussion: 
1. Which interpretation of the PCAOB guidance is most appropriate for audits of non-

issuers?  
2. Does the ASB prefer the terms “multiple” and “several” or “more than one” and “more 

than two” (or possibly “two or more” depending on the answer to question 1)? 
 

II. Placement of Content Relating to Management’s Specialists 

The use of management’s specialists is currently located in AU-C 500. However, as part of its 
project to revise AU-C section 500, the ASB directed that the content related to management’s 
specialists should be removed from that AU-C section and placed elsewhere in GAAS. SAS No. 
142, Audit Evidence, contains amendments to place such content in AU-C section 501.   

Other options discussed by the ASB included creating a separate section for this content or 
placing the material in AU-C section 620, Using the Work of an Auditor’s Specialist. The Task 
Force noted that this is an issue of geography only.  
 

• Separate section option: With only one requirement, having an entire AU-C section 
seems excessive, and an additional objective would have to be developed. 

• Combining with AU-C 620 option. The PCAOB addresses Auditor’s Specialists 
separately from Management Specialists.  Combining material moved from AU-C 500 
into AU-C 620 would take substantial drafting. Assuming that the IAASB does not end 
up doing with its Audit Evidence project exactly what the ASB has done, the ASB will 
have to consider amendments to converge with revised ISA 500 when it is completed. If 
the IAASB decides to combine Management Specialists and Auditor’s Specialists, the 
ASB could follow suit then.  

 

Accordingly, the Task Force recommends that the content relating to Management Specialist’s 
remain in AU-C section 501. 

Questions for ASB Discussion: 
3. Does the ASB agree with the Task Force’s recommendation that the content related to 

the use of management’s specialists remain in AU-C section 501as amended by SAS 
No. 142? 

 

III. Effective Date 
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The Task Force recommends the proposed amendments become effective for periods ending on 
or after December 15, 2023, consistent with SAS No. 143, because both SAS No. 142 and SAS 
No. 143 amend AU-C section 501.  

Questions for ASB Discussion: 
4. Does the ASB agree with the proposed effective date to coincide with the effective date 

of SAS No.143? 

 

Revisions from July materials 
Summary of changes requested by the ASB and other changes made  

Amendments proposed to AU-C section 620 (Agenda item 2A); AS 1210 and AS 1201 (Exhibit A 
of Agenda Item 2D); 

Requested by ASB at the July meeting: 

• Added application material about including the organization that the specialist works for 
in evaluating threats to objectivity (added to A10, A20, and A21) Note: Although AU-C 
620 par. A4 addresses this point, proposed amendments were added, as directed by the 
ASB, to par. .A10, A20 and par. A21. This application material was considered too 
specific to include in par. .A19, which discusses threats to objectivity. 

• Note on page 13 (second note to par. A5), added application material about related party 
procedures to par. A16  

• Par. A11 of AS 1210; added second sentence as application material to AU-C 620 par. 
A22. Note: The third sentence, that states: “If the specialist has a low degree of 
objectivity, the auditor may apply the procedures for evaluating the work of a 
management’s specialist”, was not added because the procedures required by AU-C 501 
par. .07 (as proposed to be amended) are all included in AU-C 620 requirements. 

• Par. A35 – added that this evaluation is in light of risks of material misstatement.  
• Par. A40 – An ASB member noted that this is inconsistent with the PCAOB perspective 

and suggested deletion of “the appropriateness and reasonableness of those assumptions 
and methods used and their application are the responsibility of the auditor’s specialist”. 
The Task Force believes that this is appropriate for audits of non-issuers and added 
application material to remind auditors that their responsibility is to evaluate the 
appropriateness and reasonableness of the specialist’s assumptions and methods used 
and their application.   

• Par. A44 – kept the introductory sentence that was originally proposed to be deleted  

Changes from Task Force discussion, including consideration of post-ASB meeting 
comments from an ASB member:  

• Par. A41, added sentence to clarify relationship with AU-C section 500. 
• Added new par. A45 to be consistent with par. A48 of AU-C section 701. 
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• Certain editorial changes  

AS 1105 (Exhibit B); Amendments proposed to AU-C section 501, as amended (Agenda item 
3B) 

• Added application material about including the organization that the specialist works for 
in evaluating threats to objectivity (from 1105.A5) to paragraphs A37 (renumbered as 
A71) and A44 (renumbered as A78). Note that the definition of management’s specialist 
includes a statement that the specialist can be an individual or an organization.  

• AS 1105 par. A8(a), added application material about entity-produced data used by the 
specialist to last bullet par. A49 (renumbered as A83)  

• Added reference to AU-C section 550, Related Parties, to par. A83 (renumbered as 
A78) consistent with amendment to AU-C 620 par. A16. Task Force concluded that par. 
A43-A44 (A77-A78) of AU-C 501 as amended are sufficiently comparable to AS 1105 
par. A4 Note such that no other revision is needed.   

• AS 1105 note to par. A8, revised par. A50 (renumbered as par. A84) to clarify 
interaction between AU-C 501 and AU-C 540. Added statement that AU-C 540 
addresses requirements on significant assumptions. 

• Added lead-in from AS 1105 A10 to par. A52 (renumbered as A87)  

 

Changes from Task Force discussion, including consideration of post-ASB meeting 
comments from an ASB member:  

• Par. A71, inserted “…management’s specialist, thereby influencing…” 
• Certain editorial changes  
• Conforming change to par. A29 (renumbered as A20) 
• Revised subheading before par. A28-A30 (renumbered as A19-A21) to be Use of 

Management’s Specialists for Inventory Counts” 
 

Appendix adapted from AS 2501 Appendix A (Agenda Item 2C) 

• Task Force considered whether this should be placed in AU-C 500 and concluded AU-C 
540 was the appropriate section.  

• Added new paragraph 1 as an introductory paragraph; added new paragraph 2 and 
relocated material from previous par. 7 to be more consistent with AS 2501 Appendix A 

• Par.  7 (renumbered as par. 9), revised so that this is not perceived as a conditional 
requirement.  

• Par. 5a (now par. 7); reverted to AS wording 
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AS 2110 (Exhibit C) & AS 2505 (Exhibit D) 

No revisions; not provided for October meeting. 

 

Materials 
2A:  Proposed Amendments to AU-C section 620 

2B:  Proposed Amendments to AU-C section 501, as amended by SAS Nos. 142 and 143 

2C:  Proposed Appendix to AU-C 540 based on AS 2501 Appendix A 

2D:  Comparisons: 

 Exhibit A: Comparison AS 1210 and AS 1201 Appendix C to AU-C 620 

 Exhibit B: Comparison of AS 1105 Appendix A to AU-C 500 

2E:  Exposure Draft wrap material 

 


