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HOW THE IAASB’S REVISED GOING CONCERN AND FRAUD
STANDARDS REINFORCE PROFESSIONAL SKEPTICISM

IAASB Professional Skepticism Consultation Group (PSCG) Update

The Professional Skepticism Consultation Group of the IAASB provides input and support to project teams,
as needed, on professional skepticism-related matters, including how the auditor exercises professional
skepticism and maintains professional skepticism throughout the audit. Consultation group members are:
Sami Alshorafa, William Edge, Chrystelle Richard, Wendy Stevens and Eric Turner. The IAASB staff contact
is Hankensen Jane L. Talatala.

This non-authoritative publication is issued by the Staff of the International Auditing and Assurance
Standards Board® (IAASB®).

This publication is intended to assist in the adoption and implementation of the recently issued Going
Concern (April 2025) and Fraud (July 2025) standards by highlighting the IAASB’s efforts to reinforce
professional skepticism within the revisions of both standards. It does not amend or override the
International Standards on Auditing (ISAs), the text of which alone are authoritative. Reading this
publication is not a substitute for reading the ISAs. It is not intended to be exhaustive, and reference to
the ISAs should always be made. This publication does not constitute an authoritative or official
pronouncement of the IAASB.

Introduction

A questioning mind

Professional skepticism is a fundamental concept in auditing. @

ISA 200" defines it as “an attitude that includes a questioning mind, being -

alert to conditions which may indicate possible misstatement due to error Q =S A
epticism

or fraud, and a critical assessment of audit evidence.” °

Being alert to
conditions

indicating possible
misstatements

Critical
It is a concept grounded in ISA 200,2 which includes a core requirement Bt evitence
for the auditor to “plan and perform an audit with professional skepticism
recognizing that circumstances may exist that cause the financial
statements to be materially misstated.” While there is no single way in which professional skepticism can

be demonstrated, professional skepticism is relevant and necessary throughout the audit.

To support the consistent performance of quality audits, we at the IAASB continue its focus on how
professional skepticism may be addressed in our standard-setting projects. In December 2024 and March
2025, the IAASB approved the revised standards on going concern and fraud. Both revised standards are
effective for audits of financial statements for periods beginning on or after December 15, 2026.

! International Standard on Auditing (ISA) 200, Overall Objectives of the Independent Auditor and the Conduct of an Audit in
Accordance with International Standards on Auditing, paragraph 13(l)

2 ISA 200, paragraph 15
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Revised Going Concern Standard

Key changes in ISA 570 (Revised 2024), Going Concern, address how the IAASB reinforced the
importance, throughout the audit, of the appropriate exercise of professional skepticism when performing
procedures related to going concern. These include (relevant paragraphs in the standard are referenced in
parenthesis):

Emphasis on Going Concern Procedures in an

Unbiased Manner

. Adding a requirement (paragraph 18) for the auditor to evaluate management’s assessment of the
entity’s ability to continue as a going concern without bias—ensuring consideration of both
corroborative and contradictory audit evidence.

. Adding application material (paragraphs A11 and A37) that:

o) Emphasizes the connection to the foundational requirement in ISA 315 (Revised 2019)® to
design and perform risk assessment procedures without bias—again considering both
corroborative and contradictory audit evidence. An unbiased approach may help auditors
identify potentially contradictory information, which in turn supports professional skepticism
when identifying events or conditions that may cast significant doubt on the entity’s ability to
continue as a going concern and that may also indicate a risk of management bias in the
financial statements.

o) Clarifies that obtaining audit evidence in an unbiased manner may include gathering evidence
from a variety of internal and external sources. It also notes that the auditor is not required to
perform an exhaustive search for all possible sources of audit evidence and provides examples
of both corroborative and contradictory information when evaluating management’s going
concern assessment.

o0—06

Evaluating Whether Judgments and Decisions

M
@ = Made by Management Are Indicators of
/N\ Management Bias

!

. Adding requirements (paragraphs 19 and 30(a)—(b)) for the auditor to:

o Evaluate the method, significant assumptions and data used by management in assessing the
entity’s ability to continue as a going concern.

8 ISA 315 (Revised 2019), Identifying and Assessing the Risks of Material Misstatement
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o Evaluate whether management’s judgments and decisions in making its going concern
assessment, even if they are individually reasonable, may collectively indicate possible
management bias.

o Consider all audit evidence obtained, whether consistent or inconsistent, and whether
corroborative or contradictory.

. Adding application material (paragraphs A40, A42, A45, A68, A69 and A71) to:

o Support the auditor in evaluating—and, where appropriate, challenging—the method,
significant assumptions and data used by management in its assessment, including
considering the risk of management bias.

o Explain that the susceptibility to management bias—whether intentional or unintentional—may
increase with the degree of estimation uncertainty, complexity and subjectivity in
management’s going concern assessment.

o Provide examples of indicators of possible management bias.

o Strengthen the connection to ISA 240 (Revised)* by clarifying that when management intends
to mislead, such bias is considered fraudulent, and the auditor may need to consider whether
it constitutes a material misstatement due to fraud.

Remaining Alert About Fraud Risk Factors Arising

from Events and Conditions

. Adding new application material (paragraph A8) to support the auditor in maintaining professional
skepticism when identifying events or conditions that may cast significant doubt about the entity’s
ability to continue as a going concern. The new material highlights the circumstances when such
events or conditions may indicate a fraud risk factor to be further considered under ISA 240 (Revised).

4 ISA 240 (Revised), The Auditor’s Responsibilities Relating to Fraud in an Audit of Financial Statements
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Revised Fraud Standard

Professional skepticism throughout an audit was also reinforced and emphasized in revisions to fraud-
related audit procedures in ISA 240 (Revised). These include (relevant paragraphs in the standard are
referenced in parenthesis):

Highlighting the Importance of Exercising

Professional Skepticism

. Adding introductory material (paragraphs 12-13) emphasizing the importance of exercising
professional skepticism when planning and performing an audit, as referenced to ISA 200. These
paragraphs describe how professional skepticism underpins the auditor’s exercise of professional
judgment and reinforce its role as a key concept when addressing the auditor’s responsibilities
relating to fraud in an audit of financial statements.

° Adding application material (paragraphs A13-A14) referring to ISQM 1° to highlight how the firm’s
commitment to an effective system of quality management supports the consistent exercise of
professional skepticism and enhances the quality of judgments made at the engagement level.

Maintaining Professional Skepticism Throughout
2 4 the Audit

. Retaining the existing requirement (paragraph 19) for the auditor to maintain professional skepticism
throughout the audit, recognizing the possibility that a material misstatement due to fraud could exist.
However, the IAASB removed the reference to “notwithstanding the auditor’s past experience of the
honesty and integrity of the entity’s management and those charged with governance” to reinforce
the expectation that the auditor approaches each audit with a “fresh pair of eyes.” This change
responds to concerns that referring to the auditor’'s preconceptions and past experience may
unintentionally undermine the exercise of professional skepticism.

o Adding application material (paragraph A30) to:

o Clarify the connection to ISA 220 (Revised)® by including examples of impediments to
professional skepticism at the engagement level, such as unconscious or conscious biases
that may influence the engagement team’s professional judgments, along with actions that may
be taken to mitigate those impediments.

5 International Standard on Quality Management (ISQM) 1, Quality Management for Firms that Perform Audits or Reviews of
Financial Statements, or Other Assurance or Related Services Engagements

6 ISA 220 (Revised), Quality Management for an Audit of Financial Statements
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o Provide illustrative examples that demonstrate the exercise of professional skepticism in practice.

i
- - Remaining Alert for Information that Is Indicative
of Fraud or Suspected Fraud
>
o Adding a requirement (paragraph 20) for the auditor to remain alert throughout the audit for

information indicating the presence of one or more fraud risk factors, or other circumstances that may
be indicative of fraud or suspected fraud.

. Adding application material (paragraphs A28—A29) that:

o Provide examples of potential sources of information that may reveal circumstances indicative of
fraud or suspected fraud.

o Highlight specific circumstances that may arise at or near the end of the audit and could indicate
fraud or suspected fraud.

‘ . ‘ Investigating Inconsistent Responses to Inquiries
/ J. BOa
- 0

. Enhancing the requirement (paragraph 21) for the auditor to investigate inconsistent responses to
inquiries by expanding its scope to include responses from management, those charged with
governance, individuals within the internal audit function, or others within the entity.

. Adding application material (paragraph A94) emphasizing that the auditor may determine it necessary
to corroborate management’s responses with information from other sources, recognizing that
management is often in the best position to perpetrate fraud.

Authenticity of Records and Documents

o Retaining the conditional requirement (paragraph 22) for the auditor to investigate further if conditions
identified during the audit give rise to concerns about the authenticity of a document or undisclosed
modifications to its terms. However, the IAASB removed the reference to “unless the auditor has
reason to believe the contrary, the auditor may accept records and documents as genuine” to avoid
undermining the requirement. This sentence was considered unnecessary and potentially redundant,
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as paragraph 22 of ISA 240 (Revised) specifically addresses situations involving potential fraud—
making the repetition of the general principle from ISA 200 (paragraph A24) repetitive in this context.

. Adding application material (paragraphs A35 and A37) to:

o Clarify that the requirement in paragraph 22 of ISA 240 (Revised) is triggered when the auditor
identifies relevant conditions either:

= While performing audit procedures in accordance with ISA 240 (Revised) or other ISAs,
including ISA 500;7 or

= Based on information from other sources, whether internal or external to the entity.

o Provide examples of conditions that may lead the auditor to believe that a record or document is
not authentic, or that its terms have been modified but not disclosed to the auditor.

o Explain that if additional audit procedures indicate that a record or document is not authentic, the
auditor may determine that the circumstances are indicative of fraud or suspected fraud, and
accordingly, performs the audit procedures in accordance with paragraphs 55-58.

B D Designing and Performing Audit Procedures in a
Manner That Is Not Biased
w

. Adding a requirement (paragraph 42) for the auditor to design and perform audit procedures in response
to assessed risks of material misstatement due to fraud in a manner that is not biased, either towards
evidence that supports management’s assertions or against evidence that may contradict them.

Using Automated Tools and Techniques

AT

- s

o Adding application material (paragraph A9) explaining that the use of automated tools and techniques
(ATT) may enhance the auditor’s ability to apply professional skepticism—such as by analyzing large data
sets, identifying unusual trends, or challenging management’s assertions. However, the use of ATT does
not replace the need to maintain professional skepticism and judgment throughout the audit.

7 ISA 500, Audit Evidence
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This document was prepared by the Staff of the IAASB.

The objective of the IAASB is to serve the public interest by setting high-quality auditing, assurance, and
other related services standards and by facilitating the convergence of international and national auditing
and assurance standards, thereby enhancing the quality and consistency of practice throughout the world
and strengthening public confidence in the global auditing and assurance profession.

The IAASB develops auditing and assurance standards and guidance under a shared standard-setting
process involving the Public Interest Oversight Board, which oversees the activities of the IAASB, and the
IAASB Stakeholder Advisory Council, which provides public interest input into the development of the
standards and guidance.

Through intellectual property and service level agreements, the International Federation of Accountants
manages requests to translate or reproduce IAASB and IESBA content. For permission to reproduce or
translate this or any other publication or for information about intellectual property matters, please visit
Permissions or contact Permissions@ifac.org.

The IAASB® the International Foundation for Ethics and Audit™ (IFEA™) and the International Federation
of Accountants® (IFAC®) do not accept responsibility for loss caused to any person who acts or refrains
from acting in reliance on the material in this publication, whether such loss is caused by negligence or
otherwise.
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