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Acronyms

The following acronyms are used throughout this report:

AAIG Audit and Assurance Illustrative Guide

AAPG Audit and Assurance Practice Guide

AASB Auditing and Assurance Standards Board

ACCA Association of Chartered Certified Accountants

AOB Audit Oversight Board

CP Consultation Paper

DP Discussion Paper

ED Exposure Draft 

ESG Environmental, social and governance

IAASB International Auditing and Assurance Standards Board

IIAM Institute of Internal Auditors Malaysia

ISA International Standard on Auditing

ISAE International Standard on Assurance Engagements

ISQC International Standard on Quality Control

ISQM International Standard on Quality Management

ISRE International Standard on Review Engagements

LCEs Less Complex Entities

ISRS International Standard on Related Services

MAS Malaysian Approved Standards

MIA Malaysian Institute of Accountants

MICPA Malaysian Institute of Certified Public Accountants

MIDA Malaysian Investment Development Authority 

PIOB Public Interest Oversight Board

PPT Professional Practices and Technical

SSM Companies Commission of Malaysia

QM Quality Management
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The AASB is an independent standard-setting body 
designated by and operating under the auspices of 
the MIA to set high quality standards for quality 
control, auditing, review, other assurance and 
related services, and to facilitate compliance with 
such standards.

All the AASB board members are volunteers and are 
required to act in the public interest and with integrity 
in discharging their roles within its stated terms of 
reference. The AASB is required to be transparent in 
its activities and to adhere to due process as 
approved by the Council of the MIA.

The objectives of the AASB, as outlined in its Terms 
of Reference, are:

Auditing and Assurance 
Standards Board 
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To serve the public interest and strengthen the 
accountancy profession in Malaysia.

To promote adherence to high quality 
professional standards and furtherance of 
international convergence of standards.

To support the accountancy profession in 
continuously developing and disseminating 
guidance for auditing and assurance services.

To consider new or revised International 
Auditing and Assurance Standards and other 
pronouncements issued by the IAASB for 
adoption.

To review EDs and other consultative 
documents issued by the IAASB and to submit 
comments thereon.

To consider practice guides on issues not 
covered by auditing standards for the 
application of members in the performance of 
their respective duties.

To review and consider any other issues and 
developments in other jurisdictions which relate 
to auditing practices in Malaysia.

To contribute efforts to advance public 
understanding of the roles and responsibilities 
of external auditors and the providers of 
assurance services including the sponsorship 
of research.

AASB Objectives  

The AASB comprises members representing 
various sectors such as professional accounting 
firms, academia and the public. Board members are 
appointed by the MIA’s Council based on 
recommendations from the MIA’s Nominating 
Committee. 

AASB Membership

Five observers are appointed to the AASB 
representing regulatory bodies and government 
agencies although there are presently vacancies 
from the National Audit Department and Bank 
Negara Malaysia. 

AASB Observers

To speak on public interest issues where the 
profession’s expertise is most relevant.



I am pleased to present the AASB’s Report for 2019 to 2021.

The AASB’s primary objectives are to set high quality standards for quality control, auditing, review, other 
assurance and related services, and to facilitate compliance with such standards. Underpinning these 
objectives is the ultimate purpose of serving the public interest and strengthening the accountancy profession 
in Malaysia.

The standard-setting agenda of the AASB comprises the issuance of revised and updated MAS  and 
provision of input to the IAASB. During the period, the AASB approved the issuance of ISA 540 (Revised) 
Auditing Accounting Estimates and Related Disclosures, ISA 315 (Revised 2019) Identifying and Assessing 
the Risks of Material Misstatement, the suite of QM Standards and the ISRS 4400 (Revised) Agreed-Upon 
Procedures Engagements as well as other conforming and consequential amendments to other ISAs arising 
from these revisions which are effective for the following periods:

Chairman’s Message
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1 Malaysian Approved Standards on Quality Control, Auditing, Review, Other Assurance and Related Services

Standard Effective Date

ISA 540 (Revised) Auditing Accounting Estimates 
and Related Disclosures

Effective for audits of financial statements for 
periods beginning on or after 15 December 2019

ISA 315 (Revised 2019) Identifying and 
Assessing the Risks of Material Misstatement

Effective for audits of financial statements for 
periods beginning on or after 15 December 2021

ISA 220 Quality Management for an Audit of 
Financial Statements

Effective for audits of financial statements for 
periods beginning on or after 15 December 2022

ISRS 4400 (Revised) Agreed-Upon Procedures 
Engagements

Effective for agreed-upon procedures (AUP) 
engagements for which the terms of engagement 
are agreed on or after 1 January 2022

ISQM 1 Quality Management for Firms that 
Perform Audits or Reviews of Financial 
Statements, or Other Assurance or Related 
Services Engagements

Systems of QM in compliance with ISQM 1 are 
required to be designed and implemented by 15 
December 2022, and the evaluation of the system 
of QM required by ISQM 1 is required to be 
performed within one year following 15 December 
2022

ISQM 2 Engagement Quality Reviews Effective for audits and reviews of financial 
statements for periods beginning on or after 15 
December 2022 and other assurance and related 
services engagements beginning on or after 15 
December 2022

1



ISA 540 (Revised) deals with the auditors’ 
responsibilities relating to accounting estimates and 
related disclosures in an audit of financial 
statements whereas ISA 315 (Revised 2019) deals 
with the identification and assessment of the risk of 
material misstatements at the planning and 
subsequent stage of auditing. QM is another 
significant area that was revamped following the 
issuance of a suite of standards, namely the ISQM 1 
and ISQM 2 (these replace the ISQC) and the 
Revised ISA 220 for engagement specific QM 
procedures. The ISRS 4400 is an update of the 
related services engagement standard that deals 
with the AUP engagement, an area of increasing 
importance globally.  As part of the exercise to 
ensure that the MAS are updated on a timely basis, 
14 approved standards were also updated and 
issued in February 2020. Another round is expected 
to take place in the third quarter of 2022 in respect of 
the conforming amendments to ISA 540 (Revised).

Involvement in and influencing international 
standard-setting are critical in the AASB’s 
standard-setting activities. During the period, the 
AASB responded to all consultation documents 
issued by the IAASB on the areas of AUP, audits of 
LCEs, QM at the firm and engagement level, 
extended external reporting (EER) assurance and 
group audits. Areas such as audits of LCEs, QM and 
EER assurance have been deliberated 
comprehensively by the AASB as they require 
careful consideration on the practical 
implementation.  

In facilitating compliance to the MAS, the AASB 
updated the AAIG 1 Letter of Engagement, Statutory 
Audit for Single Entity and Group to take into 
account the provision in the Companies Act 2016 in 
relation to indemnity and insurance for officers and 
auditors.

Engagements with members in 2019 include 
participation in the SMP Forum on practical issues 
on ISA 540 (Revised). An Executive Director of MIA, 
Simon Tay, presented on the topic and the previous 
Chair of the AASB, Lee Tuck Heng was involved as 
one of the panellists to share practical insights in 
applying the standard. In April 2019, the MIA 
Technical team was involved in 4 Town Hall sessions 
to share the salient features of the standard and 
those of the ISQM 1 and ISQM 2. The MIA Technical 
team supporting the AASB also covered these topics 
at a technical update session at the end of that year.

In 2020, as an effort to ensure appropriate 
consideration of the ISAs when conducting audits 
following the COVID-19 pandemic, COVID-19: 
Frequently Asked Questions (FAQs) on Auditing was 
issued in March 2020.  It was prepared by the MIA 
Technical Staff on audit matters affecting auditors 
arising from the pandemic. Subsequently, a webinar 
entitled COVID-19 Webinar: Audit Implications was 
held to address practical auditing issues faced by 
auditors due to the pandemic. AASB members 
shared their knowledge as panellists during the said 
webinar. Simon Tay also shared at 6 Town Hall 
sessions with members in June 2020 on accounting 
and auditing implications arising from the COVID-19 
pandemic and on the IAASB’s work plan. Later in 
that year, Dato’ Lock Peng Kuan participated as a 
panellist in the session on Preparation of an Audit in 
View of the Pandemic at the SMP Forum 2020.

Finally, it is critical to obtain feedback from auditors 
on the proposed IAASB’s pronouncements as these 
will be eventually adopted locally as MAS. 
Accordingly, the AASB organised special outreach 
events on three prominent areas being consulted by 
the IAASB, namely, QM (April 2019), audits of LCEs 
(August 2019 and November 2021) and group audits 
(September 2020). These engagements were 
beneficial in garnering views for further deliberation 
at the AASB for its submission of comments to the 
IAASB. 

In closing, I would like to convey my gratitude to the 
board members and observers of AASB for their 
valuable contribution of knowledge and insights and 
the MIA Technical Staff for their continuing support to 
the AASB. I would also like to extend my 
commendation to the newly appointed board 
members and observers of AASB up to December 
2021. A special note of thanks and appreciation 
must also be recorded for the retired board members 
for their contribution to the AASB over the past few 
years.

In addition, special thanks to the immediate past 
Chairman of the Board Mr. Lee Tuck Heng must be 
put on record for he worked extremely hard to set the 
right tone and pace, thus allowing me to pick up the 
Chairmanship with ease. His structured approach to 
the work of this Board in the past is set to continue 
under my current watch. 

On behalf of the AASB, I would also like to express 
my appreciation to our stakeholders who have 
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actively contributed to our consultative documents 
and to those who have participated in the various 
forums, round tables and seminars/webinars. The 
AASB and the management team of the Institute 
look forward to the continuing contribution and 
participation of all relevant parties in our journey to 
further strengthen and improve the standard of 
auditing and assurance in Malaysia.

In the past 2 years, the COVID-19 pandemic has 
affected everyone’s lives and work. This Board, as 
with many other organizations, has had to adjust to 
virtual meetings and outreaches while pursuing its 
work program. Going forward, the Board will contin-
ue to explore organising more webinars and 
outreach programs to supplement future live events 
not only to share the knowledge but also to listen to 
the practising members as you cope with the new 
normal after the nation has pivoted to the endemic 
stage. We continue to believe in the resilience of the 
profession.
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TEOH SOO HOCK
Chairman
22 June 2022
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Standard-Setting Agenda 

Our work in standard-setting agenda comprise two 
main activities which are:

In January 2019, the AASB approved the 
issuance of ISA 540 (Revised) Auditing 
Accounting Estimates and Related Disclosures 
and Conforming and Consequential 
Amendments to Other International Standards 
Arising from ISA 540 (Revised). This ISA and its 
related conforming amendments are effective for 
audits of financial statements for periods 
beginning on or after 15 December 2019. The 
standard deals with the auditors’ responsibilities 
relating to accounting estimates and related 
disclosures in an audit of financial statements. 
One of the key elements of ISA 540 (Revised) is 
to address the need for auditors to foster a more 
independent and challenging sceptical mindset. 
ISA 540 (Revised) includes several key 
elements that are designed to enhance the 
auditor’s application of professional scepticism.

Issuance of new or amendments to the MAS; 
and
Provision of input to the IAASB.

a.

b.

ISA 540 (Revised) Auditing Accounting 
Estimates and Related Disclosures

1.

As part of our exercise to ensure that the MAS 
are updated on a timely basis, 14 approved 
standards were updated and issued in February 
2020 in respect of the conforming amendments 
to ISA 250 (Revised), Consideration of Laws and 
Regulations in an Audit of Financial Statements 
and amendments to other International 
Standards: 

Most of these are conforming amendments. 
These then bring the MAS to be in full alignment 
with those standards issued by the IAASB as at 
10 February 2020.

Update of 14 approved standards2.

ISA 220, Quality Control for an Audit of 
Financial Statements 

ISA 240, The Auditor’s Responsibilities 
Relating to Fraud in an Audit of Financial 
Statements 

ISA 260 (Revised), Communication with 
Those Charged with Governance 

ISA 450, Evaluation of Misstatements 
Identified during the Audit 

ISA 500, Audit Evidence 

ISRE 2400 (Revised), Engagements to 
Review Historical Financial Statements 

ISAE 3000 (Revised), Assurance 
Engagements other than Audits or Reviews 
of Historical Financial Information 

ISAE 3400, The Examination of Prospective 
Financial Information 

ISAE 3402, Assurance Reports on Controls 
at a Service Organization 

ISAE 3410, Assurance Engagements on 
Greenhouse Gas Statements 

ISAE 3420, Assurance Engagements to 
Report on the Compilation of Pro Forma 
Financial Information Included in a 
Prospectus 

ISRS 4410 (Revised), Compilation 
Engagements 

Issuance of revised and updated 
MAS

ISQC 1, Quality Control for Firms that 
Perform Audits and Reviews of Financial 
Statements, and Other Assurance and 
Related Services Engagements 

ISA 210, Agreeing the Terms of Audit 
Engagements 
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In September 2021, the AASB approved the 
issuance of ISA 315 (Revised 2019), Identifying 
and Assessing the Risks of Material 
Misstatement. ISA 315 (Revised 2019) and its 
related conforming and consequential 
amendments becomes effective for audits of 
financial statements for periods beginning on or 
after 15 December 2021.

Key areas of change introduced by ISA 315 
(Revised 2019) include:

ISA 315 (Revised 2019),  Identifying and 
Assessing the Risks of Material 
Misstatement

3.

In September 2021, the AASB also approved the 
issuance of ISRS 4400 (Revised) Agreed-Upon 
Procedures Engagements. ISRS 4400 (Revised) 
is effective for AUP engagements for which the 
terms of engagement are agreed on or after 1 
January 2022.

In addition to having been redrafted using the 
clarity drafting conventions to be consistent with 
other IAASB International Standards, some of 
the significant enhancements to ISRS 4400 
(Revised) include:

ISRS 4400 (Revised) Agreed-Upon 
Procedures Engagements

4.

Clarifying that the risk assessment process 
provides the basis for identifying and 
assessing the risks of material misstatement, 
and the design of further audit procedures; 

Separate focus on understanding the 
applicable financial reporting framework;

Distinguishing the nature, and clarifying the 
extent, of work needed for indirect and direct 
controls in the system of internal control;  

Clarifying which controls need to be identified 
for the purpose of evaluating the design of a 
control, and determining whether the control 
has been implemented; 

Enhanced requirements on exercising 
professional scepticism and strengthened 
documentation requirements; 

Principles-based requirements focusing on 
"what" needs to be done and application 
material highlighting proportionality and 
scalability considerations;

Considerations for using automated tools and 
techniques within the application material and 
supporting Q&A from IAASB’s Technology 
Working Group;

The inclusion of the concept of the "spectrum 
of inherent risk" (a concept also introduced in 
ISA 540 (Revised)), with significant risk being 
at the upper end of the spectrum;

A separate assessment of inherent risk and 
control risk, and five "inherent risk factors" to 
focus the auditor on the susceptibility of 
assertions to misstatement; and

A new "stand-back" to evaluate the 
completeness of the significant classes of 
transactions, account balances and 
disclosures at the end of the risk assessment 
process.

Broadening the scope of the standard to meet 
demand for AUP engagements and 
introducing requirements and application 
material to address evolving engagement 
circumstances, such as the use of a 
practitioner’s expert in an AUP engagement.

Introducing requirements and application 
material to clarify whether or not the 
practitioner is required to comply with 
independence requirements and, if so, the 
determination and disclosure of the relevant 
independence requirements.

Clarifying how professional judgment is 
exercised in an AUP engagement and 
introducing requirements and application 
material on engagement acceptance and 
continuance conditions and documentation.
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In October 2021, the AASB approved the 
issuance of ISQM 1 Quality Management for 
Firms that Perform Audits or Reviews of 
Financial Statements, or Other Assurance or 
Related Services Engagements, ISQM 2 
Engagement Quality Reviews and ISA 220 
(Revised) Quality Management for an Audit of 
Financial Statements. Systems of QM in 
compliance with ISQM 1 are required to be 
designed and implemented by 15 December 
2022, and the evaluation of the system of QM is 
required to be performed within one year 
following 15 December 2022. ISQM 2 is effective 
for audits and reviews of financial statements for 
periods beginning on or after 15 December 2022 
and other assurance and related services 
engagements beginning on or after 15 
December 2022. ISA 220 (Revised) is effective 
for audits of financial statements for periods 
beginning on or after 15 December 2022.

ISQM 1 Quality Management for Firms that 
Perform Audits or Reviews of Financial 
Statements, or Other Assurance or Related 
Services Engagements, ISQM 2  Engagement 
Quality Reviews and ISA 220 (Revised) 
Quality Management for an Audit of Financial 
Statements (QM Suite of Standards)

5.

All the approved standards can be accessed at the 
link below. 

https://www.mia.org.my/v2/ppt/Auditing/Standards.aspx 

https://www.mia.org.my/v2/ppt/Auditing/Standards.aspx
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Provision of Input to the IAASB

Involvement in and influencing the international standard-setting are critical in the AASB’s standard-setting 
activities. During the period, the AASB responded to all consultation documents issued by the IAASB on the 
following areas:

In November 2018, the IAASB sought public 
comments on its ED on proposed ISRS 4400 
(Revised). AUP engagements are widely used in 
many jurisdictions and the demand for these 
engagements continues to grow. To ensure that 
the IAASB’s standard on AUP engagements 
remains relevant in the current business 
environment, the IAASB proposed to enhance 
key concepts in the standard, including:

Proposed ISRS 4400 Agreed-Upon 
Procedures Regarding Financial and other 
Information 

1.

The role of professional judgment in an AUP 
engagement.

Disclosures relating to the practitioner’s 
independence or lack thereof.

Guidance on appropriate or inappropriate 
terminology to describe procedures and 
findings in AUP reports.

The use of a practitioner’s expert in an AUP 
engagement.

Restrictions on the distribution and use of the 
AUP report.

There should be consideration to provide 
examples on the usage of technology such as 
data analytics in an AUP engagement.

There may be circumstances where it may 
not be practical for the practitioner to take 
responsibility for the work performed by a 
practitioner’s expert, for instance, where the 
practitioner expert’s procedures form majority 
of procedures to be performed in the AUP 
scope. 

The practitioner may only use the work of an 
expert to support the practitioner’s own 
performance of the AUP. Therefore, if the 
practitioner does not have sufficient 
experience and expertise, they should not be 
undertaking the engagement and a separate 
engagement should be undertaken between 
the engaging party and the expert.

AUP Audits of LCEs
QM at the firm and 
engagement level

EER 
assurance Group audits Fraud and Going 

Concern

A summary of the key comments raised by 
the AASB on the ED is as follows: 
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In April 2019, through a DP, the IAASB sought to 
further understand the challenges of using ISAs 
in audits of LCEs and views about possible 
actions to address these challenges. It 
recognises the global call for action to address 
issues of complexity, length, understandability, 
scalability, and proportionality related to using 
the ISAs. Continuing the debate on these 
strategic issues, the DP issued explores how the 
IAASB, and others, could further support 
auditors working in increasingly evolving 
environments.

A summary of the key comments raised by 
the AASB is as follows: 

Audits of LCEs: DP on Exploring Possible 
Options to Address the Challenges in 
Applying the ISAs and the subsequent ED

2.

The term “few” in the qualitative 
characteristics is ambiguous in its meaning 
as different assessments of what could be 
considered as few internal controls, few lines 
of business, few levels of management or few 
personnel in an entity may occur.

The building-blocks approach would 
eliminate ambiguity on what is required in all 
audits including LCEs and also cater for 
entities with more complex circumstances.

A separate auditing standard may bring 
confusion not only to practitioners but also to 
users of financial statements. It may also 
cause dual perception on value of audit 
where standards applicable for non-LCEs 
may be perceived as superior in comparison 
to standards applicable for LCEs.

Developing guidance for auditors of LCEs 
may not address the challenges identified in 
LCE audits as practitioners may choose to 
apply the guidance materials selectively as 
the guidance materials would be in a 
non-authoritative form.

Currently, the accounting standards, only 
provide a definition of Small and Medium Size 
Entities (SMEs) rather than LCEs. IFRS for 
SMEs defines SMEs as entities that do not 

have public accountability and publish 
general purpose financial statements for 
external users. It would be beneficial for the 
IAASB to consider harmonising the definition 
of LCEs with the International Accounting 
Standards Board (IASB) to avoid confusion in 
terminology and allow effective 
implementation of the audit of LCEs.

The need to cater for the audit of less 
complex group;

The need for more guidance materials to help 
the auditors to better identify the 
characteristic of an LCE client; and

Bringing to the attention of the IAASB the 
danger of further fracturing the profession 
and the possible impact on audit fees unless 
a clearer message can come from the IAASB 
on how the proposed standard will benefit the 
LCEs. 

An ED was issued in June 2021 and the 
Board had submitted its comment to IAASB 
in the later part of January 2022. Some of 
views from the Board includes:



In February 2019, the IAASB issued four EDs in relation to its proposal that address QM which will change 
the way professional accountancy firms are expected to manage quality – for audits, reviews, and other 
assurance and related services engagements. The EDs proposed an improved engagement quality 
through:

The AASB has submitted comments on all four EDs. In general, the AASB agreed with the proposals in 
the EDs and the AASB’s concerns and recommendations are highlighted below.

QM at the Firms and Engagement Level3.

Modernising the standards for an evolving and increasingly complex environment, including 
addressing the impact of technology, networks, and use of external service providers;

Increasing firm leadership responsibilities and accountability, and improving firm governance;

More rigorous monitoring of QM systems and remediating deficiencies;

Enhancing the engagement partner’s responsibility for audit engagement leadership and audit quality; 
and

Addressing the robustness of engagement quality reviews, including engagement selection, 
documentation, and performance.
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Proposed ISQM 1, Quality 
Management for Firms that 
Perform Audits or Reviews 
of Financial Statements, or 
Other Assurance or Related 
Services Engagements 
(previously ISQC 1) 

For a larger or a more established practice, the requirements 
and the application materials can be easily understood. 
However, though the standard does attempt to be scalable, 
smaller practices may find it challenging due to limited 
resources and as such, the AASB proposed that more guidance 
with examples on how to perform risk analysis/assessment and 
root cause analysis be provided.

The AASB raised a concern on the term “significant public 
interest” used in the ED where there is no clear guidance or 
criteria on the term with specific examples being included. In the 
absence of a clear and well-defined term, the practitioners 
would face tremendous difficulty in designing the system of QM 
effectively and efficiently as they will not know who they are 
serving. The practitioners may also be incurring additional costs 
in providing a lot of additional information which outweigh the 
benefits of such additional information. Accordingly, the AASB 
emphasised that a good quality system must be clear and 
balanced in implementation.

ED Highlights of AASB’s comments

Overall Explanatory 
Memorandum, The IAASB’s 
ED for Quality Management 
at the Firm and Engagement 
Level, Including 
Engagement Quality 
Reviews 

The AASB agreed with the proposed implementation period but 
cautioned that relevant guidance should be provided to facilitate 
the implementation of the standards, in particular, by the small and 
medium practitioners (SMPs). Among others, the guidance should 
address the following areas:

Performance of risk analysis/assessment; 
Carrying out root cause analysis; and 
Designing and implementing responses that are tailored to and 
appropriately addresses the assessed quality risk.

i.
ii.
iii.



Auditing and Assurance Standards Board Report 2019 - 2021 14

Proposed ISQM 2, 
Engagement Quality 
Reviews 

In relation to the need for the specific guidance in ISQM 2 on a 
“cooling-off” period for an individual before being able to act as the 
engagement quality reviewer, the AASB was of the view that it is 
not required as it is dealt with in the IESBA’s Code.

Proposed ISA 220 
(Revised), Quality 
Management for an Audit of 
Financial Statements 

In respect of the material on the appropriate exercise of profession-
al scepticism in managing quality at the engagement level, the 
AASB recommended that the possible actions highlighted in para-
graph A29 of the ED be extended to other members of the engage-
ment team and not only the engagement partner, as professional 
scepticism should be embedded in procedures and applied by all 
parties involved.

The AASB was of the view that the ED-220 deals adequately with 
the modern auditing environment in terms of technology.

The AASB agreed that the required quality objectives are 
appropriate but recommended that it would be useful if more 
granular quality objectives and responses for smaller firms are 
provided.  With this, smaller firms will be able to understand 
better what is required of them and therefore it will ensure that 
the objectives of the standard are achieved.

The ED only deals with technology in its discussion on the 
Resources component. In light of Industrial Revolution 4.0, 
most operations in firms may be digitalised. As such, the AASB 
commented that more technology related objectives and 
responses should be included within other components of the 
ED.

In relation to the requirements for communication with external 
parties, the AASB was of the view that the requirement should 
not be made mandatory and firms can decide to communicate, 
through a transparency report or otherwise, based on their 
willingness to do so. Additionally, further guidance on the format 
of communication may be provided within a local jurisdiction.
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In March 2020, the IAASB issued its CP, 
Proposed Non-Authoritative Guidance: EER 
Assurance for public comments. EER 
encapsulates many different forms of reporting 
including, but not limited to, integrated reporting, 
sustainability reporting and other reporting by 
entities about financial and non-financial 
matters, including ESG matters, related to an 
entity’s activities. The CP is on the full combined 
updated Phase 1 and Phase 2 draft 
non-authoritative guidance: Special 
Considerations in Performing Assurance 
Engagements on EER. The purpose of the 
consultation is to assist the IAASB in finalising 
the non-authoritative guidance and supplements 
for publication.

A summary of the key comments raised to 
the IAASB is as follows: 

Proposed Non-Authoritative Guidance: EER 
Assurance

4.

The Guidance should be further expanded to 
encompass practical examples on how to 
deal with practitioner’s experts. The 
Guidance should also consider having more 
specific examples or illustration on the 
competency requirements for more complex 
EER assurance engagements.

It would be beneficial to provide guidance on 
how to address the inherent limitations arising 
partly from the practitioner’s lack of 
competency and capabilities in the subject 
matter despite having engaged a 
practitioner’s expert.

Questions may arise on how to encourage 
the practitioner’s expert to exercise 
appropriate professional scepticism. Whilst 
the practitioner is expected to review and 
supervise the work of a practitioner’s expert 
closely, in practice, such work is done closer 
to the end of the fieldwork/engagement when 
a draft report is prepared by the practitioner’s 
expert. Hence, a reiteration of early 
involvement in engaging the practitioner’s 
expert during planning will provide better 
context for follow up later in the engagement 
on whether sufficient professional scepticism 
was applied.

It would be useful to have an illustration on 
the combined wording of the assurance 
report where there is assurance done on both 
historical non-financial information and 
forward-looking information as the wording is 
expected to be different. It would also be 
useful to illustrate the impact on the 
assurance report where insufficient evidence 
is obtained or available to support the 
assertions made by a reporting entity.  

There is merit to consider qualitative 
materiality in the context of risks in relation to 
achieving the strategic objectives or 
outcomes of a reporting entity, for example, 
the impact on its reputation and business 
sustainability.  

Practical examples should be provided as 
guidance to clarify how to overcome the 
practical challenges, particularly in the 
context of determining suitability of degree of 
evidence required to support the estimation of 
forecasts/projections and future oriented EER 
qualitative information.  



In April 2020, the IAASB issued its Proposed ISA 
600 (Revised) Special Considerations – Audits 
of Group Financial Statements (Including the 
Work of Component Auditors) and Proposed 
Conforming and Consequential Amendments to 
Other ISAs.

This is to ensure that ISAs continue to provide a 
foundation for high-quality global audits, the ED 
of ISA 600 (Revised) proposes more robust 
requirements and enhanced guidance that:

Proposed ISA 600 (Revised) Special 
Considerations – Audits of Group Financial 
Statements (Including the Work of 
Component Auditors) and Proposed 
Conforming and Consequential Amendments 
to Other ISAs

5.

Clarifies the scope and applicability of the 
standard.

Emphasises the importance of exercising 
professional scepticism throughout the group 
audit.

Clarifies and reinforces that all ISAs need to 
be applied in a group audit through 
establishing stronger linkages to the other 
ISAs, in particular to proposed ISA 220 
(Revised), ISA 315 (Revised 2019) and ISA 
330.

Focuses the group engagement team’s 
attention on identifying and assessing the 
risks of material misstatement of the group 
financial statements and emphasises the 
importance of designing and performing 
procedures that are appropriate to respond to 
those assessed risks. When component 
auditors are involved, the proposed standard 
highlights the importance of the group 
engagement team’s involvement in the 
component auditor’s work.

Reinforces the need for robust 
communication and interactions between the 
group engagement team, group engagement 
partner and component auditors.

Includes new guidance on testing common 
controls and controls related to centralised 
activities.
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Includes enhanced guidance on how to 
address restrictions on access to people and 
information.

Enhances special considerations in other 
areas of a group audit, including materiality 
and documentation.

A stronger requirement that requires the 
group engagement team to determine the 
need to involve component auditors in 
performing risk assessment procedures at 
the component level is necessary to underpin 
audit quality. Application material that 
reinforces the importance of two-way 
communication and effective collaboration 
between the group engagement team and 
component auditors would ensure that the 
knowledge and insight into those component 
entities and the potential sources of risk are 
fully understood. 

There is lack of clarity with regards to the 
identification of components. To be able to 
determine the risks of material misstatement 
and hence, determine the classes of 
transactions, account balances and 
disclosures that are significant to the group 
financial statements, the group engagement 
team will need to make judgements about 
what they believe to be the components of the 
group in order to identify component auditors 
that they need to engage to ensure a robust 
and effective risk assessment.  

While acknowledging the concept in 
proposed ISA 220 Quality Management for an 
Audit of Financial Statements that the group 
engagement partner “shall take 
responsibility” for certain matters and can 
assign tasks, actions or procedures to others, 
there is a concern on the practical operability 
of proposed ISA 220 when applied to 
large/complex group audit engagements. The 
emphasis on the overall role of the group 
engagement team for audit quality in a group 
audit may have diluted the sense of 
ownership by component auditors for the 
judgments and decisions made. There may 

A summary of the key comments raised to 
the IAASB is as follows: 



be unintended consequences on professional 
scepticism and professional judgement 
including fraud risk.

With the increase in centralisation of activities 
within groups, the standard needs to address 
considerations relating to circumstances and 
conditions when it is justified to share audit 
evidence across the group to support the 
audit work that may be needed across 
components as well as the associated 
implications for direction, supervision and 
review. This includes considerations for 
shared service centres.

It is important for all stakeholders which 
includes those charged with governance 
(TCWG), regulatory bodies as well as 
auditors to recognise that enhancements to 
the ISAs alone will not have a substantial 
effect on the expectation gap. There should 
be a holistic study involving stakeholders and 
collective efforts from them to achieve a 
meaningful change. 
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In September 2020, the IAASB issued a DP on 
Fraud and Going Concern in an Audit of 
Financial Statements. The IAASB is seeking 
feedback from all of its stakeholders across the 
financial reporting ecosystem on whether the 
ISAs related to fraud and going concern need to 
be updated to reflect the rapidly evolving 
external reporting landscape, issues and 
challenges related to the expectation gap, and 
explores some possible actions that could 
undertake to help narrow the expectation gap. 

A summary of the key comments raised to 
the IAASB is as follows: 

DP, Fraud and Going Concern in an Audit of 
Financial Statements: Exploring the 
Differences Between Public Perceptions 
About the Role of the Auditor and the 
Auditor’s Responsibilities in a Financial 
Statement Audit

6.

The IAASB should be looking into revising the 
ISAs to provide auditors with a stronger 
framework to support the detection of fraud. It 
is critical that the auditor has an end-to-end 
view of fraud risk across the audit, from risk 
assessment procedures through to designing 
and executing procedures to address risks of 
material misstatement due to fraud and 
consequential communications. With this in 
mind, the AASB is supportive of the IAASB’s 
project on fraud to develop enhanced 
connections between ISA 240 and the other 
ISAs, which could also involve the 
development of implementation guidance that 
can bring together and describe these 
connections in a single document. This would 
help to drive more consistent application of 
the current requirements. 

The concept of professional scepticism 
remains the appropriate concept to apply and 
the IAASB should continue to emphasise the 
concept of “maintaining healthy professional 
scepticism”. The auditors should obtain 
sufficient appropriate audit evidence about 
whether material misstatements exist rather 
work based on a “suspicious mindset” from 
the start of the audit as financial statement 
audits are not forensic in nature. However, in 
certain circumstances when the auditors 
have doubt on the integrity of the 
management or frauds have been identified, 
the auditor may need to scale up their 
professional scepticism to the level of 
“suspicious mindset”. Therefore, ISA 240 
should be enhanced to include guidance on 
scaling professional scepticism, including 
how facts and circumstances should affect 
the level of professional scepticism applied. 

Robust whistleblowing process and other 
enhanced procedures may help in deterring 
fraud in an entity more effectively. For 
example, introducing greater requirement for 
testing of internal control over financial 
reporting and increased transparency of 
related disclosures as required under the 
Sarbanes Oxley Act in the US may help to 
deter fraud in an entity. However, this 
enhancement may come with substantial 
increase in costs. 
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Implementation Guidance

In July 2019, the AASB approved the issuance of 
updated AAIG 1, Letter of Engagement, 
Statutory Audit for Single Entity and Group.

AAIG 1 contains illustrative engagement letters 
to be used as guidance in the preparation of 
engagement letters relating to statutory audits of 
financial statements. It has been updated to take 
into account the provision in the Companies Act 
2016 in relation to indemnity and insurance for 
officers and auditors where Section 289(7) of 
Companies Act 2016 requires directors of 
companies to record the indemnity and 
insurance provided, in the Board of Directors’ 
minutes of meetings and disclose or cause to be 
disclosed in the directors’ report the indemnity 
and insurance given to officers and auditors.

The varying travel restrictions both locally and 
abroad that have been set in place following the 
outbreak of the Coronavirus Disease 2019 
(COVID-19) posed new challenges for auditors. 
In addition, COVID-19 may impact the 
operations of entities that are being audited and 
this in turn will affect the risk assessment and the 
nature, timing and extent of work to be 
performed by auditors.

Despite these challenges, auditors are still 
expected to conduct the audit in accordance with 
the approved standards on auditing in Malaysia 
and ISAs. Therefore, auditors are expected to 
ensure that they have sufficient time and 
resources to perform the affected audit 
engagements. Where necessary, auditors may 
need to communicate with management and/or 
those charged with governance to consider 
applying for extension of time to lodge financial 
statements and reports in accordance with 
Section 259(2) of the Companies Act 2016 or 
other applicable regulations.

Auditors will need to consider the impact of the 
COVID-19 pandemic on audit work performed in 
accordance with various ISAs. To assist auditors 

Updated AAIG 1 Letter of Engagement, 
Statutory Audit for Single Entity and Group

1.

COVID-19: Frequently Asked Questions on 
Auditing

2.

In June 2021, the AASB approved the issuance 
of updated AAPG 1 (Revised June 2021) 
Auditors’ report on financial statements prepared 
in accordance with the Malaysian Financial 
Reporting Standards (MFRS) Framework and 
Companies Act 2016 and AAPG 2 (Revised 
June 2021) Auditors’ report on financial 
statements prepared in accordance with the 
Malaysian Private Entities Reporting Standard 
(MPERS) Framework and Companies Act 2016.

These AAPGs have been updated to reflect the 
changes arising from the conforming 
amendments to the IAASB International 
Standards as a Result of the Revised 
International Ethics Standards Board for 
Accountants (IESBA) International Code of 
Ethics for Professional Accountants (including 
International Independence Standards) (IESBA 
Code). In addition to that, the Independence and 
Other Ethical Requirements Section is 
presented with a subheading in the Basis for 
Opinion Section paragraph with the header in 
italics in order to be more aligned with paragraph 
28 of ISA 700 (Revised) Forming an Opinion and 
Reporting on Financial Statements. The only 

Updated AAPG 1 (Revised June 2021) 
Auditors’ report on financial statements 
prepared in accordance with the Malaysian 
Financial Reporting Standards (MFRS) 
Framework and Companies Act 2016 and 
AAPG 2 (Revised June 2021) Auditors’ report 
on financial statements prepared in 
accordance with the Malaysian Private 
Entities Reporting Standard (MPERS) 
Framework and Companies Act 2016

3.

in such consideration, COVID-19: Frequently 
Asked Questions on Auditing was issued in 
March 2020 which was prepared by the MIA 
Technical staff on audit related matters in respect 
of the impact of the COVID-19 outbreak. The 
FAQs deal with the following issues:

General considerations in an audit
Group audits
Going concern
Subsequent events
Auditor’s report
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In June 2021, the AASB approved the issuance 
of AAPG 6, Report on Compliance with Pioneer 
Status Incentive Conditions Approved Under the 
Promotion of Investments Act, 1986.

AAPG 6 contains an illustration of a practitioners’ 
report of factual findings where a practitioner is 
engaged to perform AUP on compliance with 
pioneer status incentive conditions approved by 
MIDA under the Promotion of Investments Act, 
1986 in accordance with the Malaysian 
Approved Standard on Related Services 
applicable to AUP.

AAPG 6, Report on Compliance with Pioneer 
Status Incentive Conditions Approved Under 
the Promotion of Investments Act, 1986

4.

19

exception is when a disclaimer of opinion is 
being issued in which case, paragraph 28(c) of 
ISA 705 Modifications to the Opinion in the 
Independent Auditor’s Report shall apply.



As part of its effort in getting feedback from auditors 
on the proposed IAASB’s pronouncements, the 
AASB organised outreach events on three critical 
areas being consulted by the IAASB which are as 
follows:

Outreach, Stakeholder Engagements 
and Communication
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In September 2020, the AASB hosted a 
roundtable discussion on the IAASB’s ED, 
Proposed ISA 600 (Revised) Special 
Considerations – Audits of Group Financial 
Statements (Including the Work of Component 
Auditors) and Proposed Conforming and 
Consequential Amendments to Other ISAs, to 
gather views from practitioners on the ED. The 
roundtable discussion was moderated by 
Subathra Ganesan, Chair of the Working Group 
and attended by 30 participants representing 
various audit firms.

Attendees of the virtual roundtable discussion on the 
IAASB’s Proposed ISA for Audits of Financial Statements of 
LCEs.

QM at the Firms and Engagement Level

A workshop on QM was organised in April 2019 
which was chaired by Thong Foo Vung, an 
AASB board member who chaired the QM 
Working Group and moderated by Chiew Chun 
Wee, an IAASB board member. The workshop 
was attended by 47 practitioners. 

Following the adoption of the standards, a series 
of webinars will also be organised to guide the 
members, especially the SMPs on their 
implementation journeys. The first session was 
held on 18 May 2022. In addition, a dedicated 
website on the QM standards, housing the 
various IAASB’s first-time implementation 
materials and videos were launched in 
December 2021.

1.

Audit of LCE

In August 2019, the AASB hosted a roundtable 
discussion on the IAASB’s DP, Audit of LCEs, to 
gather views on the challenges faced by 
practitioners in applying the ISAs and to 
deliberate on actions that the IAASB could take 
in relation to audits of LCEs. The roundtable 
discussion was moderated by an IAASB board 
member Chiew Chun Wee and attended by 30 
participants representing various audit firms.

In November 2021, the AASB hosted a 
roundtable discussion on the IAASB’s Proposed 
ISA for Audits of Financial Statements of LCEs. 
The roundtable discussion was moderated by 
Dato’ Lock Peng Kuan, an AASB board member 
who chaired the Working Group and attended by 
more than 20 participants representing various 
audit firms. Prior to the roundtable session, a 
webinar was held for the MIA members in public 
practice. It attracted over 400 registrants. 

2.

Audits of Group Financial Statements 
(Including the Work of Component Auditors)

3.
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Other key engagements with members were 
done as follows: 

a.

b.

c.

Engagements on ISA 540 (Revised) and 
ISQM 1 & 2

1.

In order to highlight practical issues that may 
be faced in the application of ISA 540, Simon 
Tay spoke on that topic at the SMP Forum 
2019 and the immediate past Chairman of 
AASB, Lee Tuck Heng, was on board to 
share practical insights in applying the 
standard. 

In April 2019, the MIA Technical team was 
also involved in 4 Town Hall sessions with 
members to share the salient features of ISA 
540 (Revised) and ISQM 1 and ISQM 2. 

The MIA Technical team also covered ISA 
540 (Revised) and ISQM 1 and ISQM 2 
during a technical update session attended 
by 77 members on 31 December 2019. 

a.

b.

c.

d.

Engagements on the ED ISA for LCE3.

On 2 November 2021, a complimentary 
webinar on ED ISA For LCEs was held to 
brief and introduce the ED to members.

On 16 November 2021, Dato’ Lock Peng 
Kuan participated as a panellist in the 
session on Understanding Audit of LCEs at 
the SMP Forum 2021.

Simon Tay also represented MIA in the 
IFAC-AFA’s LCE session on 1 December 
2021, sharing the Malaysia’s preliminary  
position on the ED.

A survey and an article were also published 
in December 2021 to garner more interest in 
this major initiative.

a.

Engagements on ISRS 4400 (Revised)4.

On 21 December 2021, a complimentary 
webinar on ISRS 4400 (Revised) – 
Agreed-Upon Procedures Engagements was 
held where an AASB board member Tan Eng 
Hong shared the changes under the revised 
standard.

a.

b.

c.

Engagements on the implications of 
COVID-19

2.

On 19 June 2020, a webinar entitled 
COVID-19 Webinar: Audit Implications was 
held to address practical auditing issues 
faced by auditors due to the pandemic. AASB 
board members, Tang Seng Choon and Dato’ 
Lock Peng Kuan as well as Simon Tay 
contributed as panellists during the webinar. 

In June 2020, Simon Tay also shared at 6 
Town Hall sessions with members on 
accounting and auditing implications arising 
from the COVID-19 pandemic. During the 
sessions, he also shared on the IAASB’s 
work plan. 

On 18 November 2020, Dato’ Lock Peng 
Kuan participated as a panellist in the 
session on Preparation of an Audit in View of 
the Pandemic at the SMP Forum 2020.



The ISA 600 (Revised) on group audit has 
been approved by the IAASB in its December 
2021 hybrid meeting session in New York. The 
standard was subsequently approved by the 
PIOB. ISA 600 (Revised) will be effective for 
audits of group financial statements for periods 
beginning on or after 15 December 2023.

The IAASB, in its 2022-2023 Work Plan, will be 
dedicating more resources to look into ESG   
reporting as these have been identified as an 
area of increased importance. The IAASB will 
also be enhancing its collaboration with the 
recently set up Sustainability Reporting 
Standards Board presently headquartered in 
the United Kingdom. 

The IAASB in the December 2021 meeting has 
also approved the project proposal for the 
revision of ISA 240 on fraud. This project will 
seek to clarify the auditor’s responsibilities and 
enhance the robustness of the required 
auditor’s procedures and reporting on fraud in 
the audit of a financial statement. This area 
has been under intense scrutiny by audit 
regulators around the world in the past few 
years due to the many high profile corporate 
collapse and is considered a project with 
elevated public interests and expectations. 
This and the other ongoing project on audit 
evidence (ISA 500) are meant to modernise 
further the auditing profession through a fit for 
purpose revised standard while taking into 
account the evolving nature of business and 
the rapid use of technology.  
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Looking Ahead

The AASB will be tracking the development of all 
these projects and will intervene at appropriate 
interval to ensure that the need of the auditing 
profession specifically, and that of the accountancy 
profession in general will be taken in consideration 
while serving the public interest.
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1 JANUARY 2019 - 31 DECEMBER 2021

AASB Members, Observers 
and Technical Staff

NAME DESIGNATION AND 
ORGANISATION

Board Members

Lee Tuck Heng 
(Past Chairman)

Former Partner, PwC 

Representatives from Accounting Firms

Loh Kam Hian Partner, KPMG 

Retired on 1 December 2021

Appointed on 22 July 2013

Rejeesh Balasubramaniam Partner, BDO Appointed on 22 December 2020

Tan Eng Hong Partner, PwC Appointed on 31 August 2021

Hooi Kok Mun Partner, Grant Thornton Retired on 22 December 2020

Tang Seng Choon Partner, BDO Retired on 22 December 2020

Thong Foo Vung Partner, KPMG Retired on 22 December 2020

Yap Seng Chong Partner, Ernst & Young Retired on 22 December 2020

Chen Voon Hann Managing Partner, CAS 
Malaysia PLT

Appointed on 1 December 2021

Ngiam Mia Teck Partner, Crowe Appointed on 22 December 2020

Chew Loong Jin, Kelvin Managing Partner, HLB Ler 
Lum Chew PLT 

Appointed on 1 December 2021

Cheah Pooi Lin, Esther Partner, Baker Tilly Malaysia Appointed on 1 December 2021

Tan Bun Poo, Robert Partner, Robert Mengkwai & 
Loo

Retired on 1 December 2021

Ahmad Shahrul Mohamed Partner, Khairuddin 
Hasyudeen & Razi

Retired on 1 December 2021

Dato’ Lock Peng Kuan Managing Partner, Baker Tilly 
Malaysia

Retired on 1 December 2021

Kho Kim Eng Partner, Grant Thornton Appointed on 22 December 2020

Teoh Soo Hock (Chairman) Partner, EY Malaysia Appointed as Member on 22 
December 2020; Appointed as 
Chairman on 1 December 2021

NOTE



Representatives from Public Members

Chang Kong Chong, Alan

Lee Guan Tong Advocate and Solicitor, Lee 
Yuen Syakira & Ng (Nominated 
by the Bar Council) 

Past President, IIAM Appointed on 27 March 2020

Ooi Thiam Poh, Alex AOB

Tan Lay Khoon Bursa Malaysia Berhad

Yap Weng Seong SSM

Lim Sok Kiang National Audit Department Retired on 19 November 2019

Other Nominated Members

Ng Kim Tuck Senior Audit Advisor, BDO 
(Nominated by MICPA)

Appointed on 16 December 
2015

Phan Su Han, Josephine Partner, 
PricewaterhouseCoopers 
(Nominated by CPA Australia)

Retired on 1 December 2021

Lim Fen Nee Former Chair, ACCA Malaysia 
Advisory Committee

Retired on 31 August 2021

Dr. Zarina Zakaria Senior Lecturer, University of 
Malaya

Retired on 19 November 2019

Observers

Walter Sandosam Past President, IIAM Retired on 19 November 2019

Appointed on 27 March 2020

Nirmala Doraisamy Member, Institute of Corporate 
Directors Malaysia (ICDM) 
(Nominated by ICDM) 

Appointed on 27 March 2020

Chan Wan Siew, Paul Vice President II, Federation 
of Public Listed Companies 
(FPLC) (Nominated by FPLC)

Retired on 19 November 2019

Quay Chew Soon Partner, Skrine (Nominated by 
the Bar Council)

Retired on 19 November 2019

Technical Staff

Simon Tay Pit Eu Executive Director, PPT

Rasmimi Ramli  Executive Director, Digital Economy, Reporting & Risk

Johnny Yong Capital Market & Assurance Department

Nur Hidayah Othman Capital Market & Assurance Department
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