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Introduction

daddn

Scope of this ISA

sleall fia Glas

1. This International Standard on Auditing (ISA)
deals with the auditor's responsibilities
relating to fraud in an audit of financial
statements and the implications for the
auditor's report. The requirements and
guidance in this ISA refer to, or expand on,
the application of other relevant ISAs, in
particular ISA 200, ISA 220 (Revised),” ISA
315 (Revised 2019),® ISA 330,° and ISA
701.1° Accordingly, this ISA is intended to be
applied in conjunction with other relevant
ISAs.

die iadl 3lat Lad an LU cldogus slall lia Jobny, 1
o5 @ LT e lls e iy Log AU @3l5all 2az e
dd slall 1ia 3 5alsll clalagly cldlally ax Ll
Alall 13 6,39 A L plas Gadad ¢ § pssss of «(J)
(220) daxlll slaes 1(200) Zaxlll slae Aol
32019 ale @ Saxll) (315) dax LUl Loy A&axll)
e L0 °.(701) daz Ll HLiass #(330) ALl sliass
sbas e iz I Loz Sleall Lia et ga s4mill olo
Alall @3 6581 das L

Responsibilities of the Auditor, Management
and Those Charged with Governance

daSglly (nalSlly 815819 a | d] Slefoguse

Responsibilities of the Auditor

2. The auditor’s responsibilities relating to fraud
when conducting an audit in accordance with
this ISA, and other relevant ISAs, are to:
(Ref: Para. Al)

1 Aall Bl 638 Aan Ll ulass slall 1) Tady
(ﬂEJ,.E.éﬂ C""))

matters related to fraud.

(@ Plan and perform the audit to obtain | G | Jswosll ladiny daslell Lazdl (0
reasonable assurance about whether . e e
the financial statements as a whole | 325 0SS AW wilsall 2ol 13) L oLy Jsine
are free from material misstatement [ sia Jaddy . (iddl cown Graszll casyzill (ro
due to fraud. These responsibilities L . C a1
include identifying and assessing risks Gragll il Jblie de Ayadll Sldspull
of material misstatement N the | cweaiy cbeowdiy « il cuwn AU @slsall 3
financial statements due to fraud and 5
- . . ; 2l ells Il Sblmiwl Gubes
designing and implementing o Gl bl eyl Sbls e
responses to address those assessed Leousds
risks.
(b) Communicate and report about el Aalaall ee¥l e yatllg Y (o)

"aeall Alyl] yylacl! [adg dan (AL sleilly Jazud | o lpall dolel] 6laa¥1"(200) 2oz, line

"L @350 Aam L 8352l Byls" (iaedl) (220) Zan |, sLias

(
(220)

lpossdis Sragall cismtll blie e 5,all"(2019 ale § Buxll) (315) 2z bl e
'(330)

“Gefil] jbliall am o) blazal (330) am Ll las

"Jarad) a1 53,87 G dam el syl 55a¥l e LY (701) dam LAl Slas

on Auditing

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

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

° ISA 330, The Auditor’s Responses to Assessed Risks

205 (10 9 Amigo

ISA 701, Communicating Key Audit Matters in the Independent Auditor’s Report

4

5

ISA 200, Overall Objectives of the Independent Auditor and the Conduct of an Audit in Accordance with International Standards

Oslzelly e eld Aangaad) Al Az )3
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Responsibilities of Management and Those
Charged with Governance

aSilly 1103 5y1¥) Silsia

3. The primary responsibility for the prevention
and detection of fraud rests with both
management and those charged with
governance of the entity. It is important that
management, with the oversight of those
charged with governance, place a strong
emphasis on fraud prevention, which may
reduce opportunities for fraud to take place,
and fraud deterrence, which could persuade
individuals not to commit fraud because of
the likelihood of detection and punishment.
This involves a commitment to creating and
maintaining a culture of honesty and ethical
behavior that can be reinforced by active
oversight by those charged with governance.
Oversight by those charged with governance
includes considering the potential for
override of controls or other inappropriate
influence over the financial reporting
process, such as efforts by management to
manipulate earnings in order to influence the
perceptions of financial statement users
regarding the entity’s performance.

e igu> BLAISTy sl aie (e Al Adosul) as
bl a9 Led 2aSslly ikl 3LALL 3510 (pe S B5Le
il eSymlly ralSll Bl ) s (815 pgas o
8 Lo cduiSTye £ 239 degdy (od Jeladd (il pie (e
BLAST Jlais| g Gl QIS aay o881 aidy
555,5 381a8 3l w1501 e el gshaing laall (o ,ailly
oS Lo 329 cLele Lalaxly ( Y oludly LI e
ol il e JGall LAY Gl e o35l
@ bl ASeadly alsll Gala) Jeday aaSeally
28 531 s gl ) of 2l8,01 Slaal ol 218k
8 el Byl (£ lie Jio ( JUI a0 3T e alie
£15% 2 @319l ouseine Bylai de wilall J¥ 2L

sladl

Key Concepts in this ISA

P RRVSE EVONER [PUNFLY

Characteristics of Fraud Fdl ol s
4. Misstatements in the financial statements | il o l) W1 @ilgall § olas el Lads o (San 4
can arise from either fraud or error. The e o s
distinguishing factor between fraud and error | ©5 'l s lasdls Siall i Gy gt dalally Lakll sl
is whether the underlying action that results | aJWl @lsall 3 cas,mdl die zu U quladl 8yadll
in the misstatement of the financial it ol Toeas
statements is intentional or unintentional. e S 5 eae
5. Two types of intentional misstatements are | «axl i L. gad @I sueaill lis,=dll ge olegs das 5
relevant to the auditor — misstatements i onalla . & b oot e el ol ol
resulting from fraudulent financial reporting | < p=illy chsdde dle a5 oo ALl wlayld
and misstatements resulting from (6121 lyaall iz y) Jouadl G| e 23l

misappropriation of assets. (Ref: Para. A2—A6)
Fraud or Suspected Fraud Sl ek of aall
6. Although fraud is a broad legal concept, for the | . |,L1 4, e L ()18 «puoly isils psqin 5o Sidll ol ey 6

purposes of the ISAs, the auditor is concerned
with a material misstatement of the financial
statements due to fraud. Although the auditor
may identify or suspect the occurrence of fraud
as defined by this ISA, the auditor does not
make legal determinations of whether fraud
has actually occurred.

@lsall @ Grasmll canmtll ga Zazlll sulae (al8¥
g e oyt a8 an Ll (T e g il s U
Al leall lia @ danyal cows Gie (gl § 4l ol
el Gias uB ! O 18] Led Gigsls Sy bady ¥

Osslmall Lol aloes ¥l 205 (10 10 dnigo
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7. The auditor may identify fraud or suspected | clcl,>) daw el ik 2 of Gik (e az L 2z, 05 7
fraud when performing audit procedures in . o e
accordance with this and other [SAs. | S99 &3 2azlll sulaag slall i lady 2ax |l
Suspected fraud includes allegations of fraud | a>,ll ele ) Juas @1 (asll dalasll @l Giall api
that come to the auditor’s attention during the Coaee e . )
course of the audit. (Ref: Para. A7-A10 and (28110171 =24kl iaz ) Ana LU s I
A28)

8. The auditor's determination of whether a [ 13 sall s of asdl oS 13 0 el s gshay 8
fraud or suspected fraud is material to the loibe ol | ioilas « de ALl <ozl fid deaa]
financial statements involves the exercise of | "9 ! ) dusles (e AU wilsall 2 Zyoal
professional  judgment. For identified [ Jobi; (L 3LaiS) @z & Liad) oy il ymall (o
misstatement(s) due to fraud, this includes T A,
consideration of the nature of the | $3=H8 Rl lee LS Gl g lallaade § Ll ells
circumstances giving rise to the fraud. | s olhlael e Auud)l deadl dalaall 2ISY)
Judgments about materiality involve both S .

b L . . 111 [axly) ol gl Y
qualitative and quantitative considerations. (18,2810 ) slyall e sy
(Ref: Para. A11)

Inherent Limitations Lol sg.0if
9. While the risk of not detecting a material | e e mlll pasml iyl LAISI e Jas o) e 9
misstatement resulting from fraud is higher N e . -
than the risk of not detecting one resulting | ¢ & @rasll comtll SLAKT puie Jlas (o e
from error, that does not diminish the | Lilxdl e anlll Adssun oo padtly ¥ i3 olé s

auditor’s responsibility to plan and perform | . e ) ) .
the audit to obtain reasonable assurance 131 Lo 0l Jsaas 48T ] duasl] Ladsisiy Bar el
about whether the financial statements as a | caw gzl iyl (o gloes S AIWI @ilgall colE
whole are free from material misstatement

. e 4S5 (patye ST Goiun 5o Joaall w STy il
due to fraud. Reasonable assurance is a | = 02 Ee RS sad Stally ]
high, but not absolute, level of assurance.2 M slas

10. Because of the significance of the inherent | | sl slaz Lewd damlpall Zeplll sguall 2aad Tlas 10
limitations of an audit as it relates to fraud, T ) .
there is an unavoidable risk that some | ZH=loan ol diet duim oSey ¥ slas dzsy il
material misstatements of the financial | w3 o1y > (L3LAISI @y ¥ 08 W @Slsal) § A saexl
statements may not be detected, even . C . s
though the audit is properly planned and sulal Lady b g e Ladiasy dazlyell aassll
performed in accordance with the ISAs.?® | ceudd 4l LM 3guall ol I3 ang Bdax L
However, the inherent limitations of an audit | 4. ..., - N ¢ 7

T . Aasall LA sl Lo a2l g 0¥ |
are not a justification for the auditor to be Al Bz LA AT 093 Loy g2 ‘5:’% oF o
satisfied with less than persuasive audit (1218,53)1 :a1,)
evidence.'® (Ref: Para. A12)

11.  Furthermore, the risk of the auditor NOt [ (i, =il palll C3LaIST pue Jlas ol el e 3dle 11
detecting a material misstatement resulting LS o syl fe e s
from management fraud is greater than for | *° poe sbs o ASTBIN it oo BL Gas>
]tcemployele fraud becauss_ malnaggn(wjt_ant :s Lo Bale 3)la¥1 oY conalagll it (e @l Srasn iyl
requently in a position to directly or indirectly | | . . oz e
manipulate accounting records, present | %< *' Shle S ol o LS b § 055

55,8401 .(200) &ar Ll s
2 ISA 200, paragraph 5
571-561 oL,aall ((200) 2ax | Ul jlas P
5715,44ll ((200) Zaxl,ll jlas ™
15 ISA 200, paragraphs A56-A57
16 ISA 200, paragraph A57

Osslmall Lol aloes ¥l 205 (o 11 dmigo onlelly o |pall Lo gaad A dl a3
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fraudulent financial information, or override
controls designed to prevent similar frauds
by other employees.

adle wloslas poye ol Lpwlell cdlzudl § il
oYl cralssll 8 e 2Lall Ll

Professional Skepticism and Professional
Judgment

il @Sty ) L) s

12. In accordance with ISA 200,8 the auditor is
required to plan and perform the audit with
professional skepticism and to exercise
professional judgment. The auditor is
required by this ISA to remain alert to the
possibility that other audit procedures
performed may bring information about fraud
or suspected fraud to the auditor’s attention.
Accordingly, it is important that the auditor
maintain professional skepticism throughout
the audit, considering the potential for
management override of controls, and
recognizing that audit procedures that are
effective for detecting error may not be
effective in detecting fraud.

Lodaseally Cdllas pa LU 6 70(200) Aan Ul laklasy 12
celllaay (g bl cladl desi il ae ladiaidy dax il
of a2 bl e U Lall Cllatig ) @Sl 2losy
G Yl Ban LU ey caals o adlazs L s,y
Sl A of il ol Sleglae J) daliil ladudis oy
cladldess Ghe az Ll Ladlony o ol oo a5l e 2Ling
el Jleas! lae¥l ey TasT dan Ll Jisk gl
EPPNUCANSS P T -EN L P PRENER [RERPR S
BLAIS| & Wlad 0pS5 Y 08 Lasdl BLAIS) G Wlasll

ol

13. Professional judgment is exercised in
making informed decisions about the
courses of action that are appropriate in the
circumstances, including when the auditor
identifies fraud or suspected fraud.
Professional skepticism supports the quality
of judgments made by the engagement team
and, through these judgments, supports the
overall effectiveness of the engagement
team in achieving quality at the engagement
level. (Ref: Para. A13—Al14)

Ol dugyull cllyall 3Ll e G @Sl duplon oy 13

ells § Lo Aslall Cag)lall Jbs 3 dwlil) cld !

Leji pediy Ghe Apd ol phe e pabll capan Loie

oo bl 35,8 ladsn @I ASH 8352 gL eladl

Laladl Alelall gLl cladl Ao nens (a1 sda M5

lladl Gotun e Bagadl Gudoes § Lol (31yal
(141131 ca5,aal) s y)

Non-Compliance with Laws and Regulations

14. For the purposes of this and other relevant
ISAs, fraud ordinarily constitutes an instance
of non-compliance with laws and
regulations. As such, if the auditor identifies
fraud or suspected fraud, the auditor also
has responsibilities in accordance with ISA
250 (Revised).?0 (Ref: Para. A15-A17)

S dlall ald 3¥ mlally Slall 1ia ool 14

sy Lalai¥ily A e > (e W Bole Jiall

Gl (Gt A ol St e an bl c3pai 13 cale Elig

(250) aaxbll slal lady cldpue Loyl Jexz
(171151 wlyaal) saz1y) 1 (&l

Relationship with Other ISAs

5391 pulally A35Lall

15. Some ISAs that address specific topics also
have requirements and guidance that are
applicable to the auditor's work on the
identification and assessment of the risks of

e Lol 8ols cileginge Jolits @1 pplall pamy Jezsd 15
Al olis ax Ll dee (e gudass alaliyly ldlaze

18 ISA 200, paragraphs 15-16

16-15 ;5,341 ((200) Az Ll slae 7

"L w3lill dan o tie @3lsllly Zakss¥ slefa " (S:3L1) (250) Aaz bl Jlaa  ™°
2 |SA 250 (Revised), Consideration of Laws and Regulations in an Audit of Financial Statements

205 0 12 dmive
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material misstatement due to fraud and
responses to address such assessed risks of
material misstatement due to fraud. In these
instances, the other ISAs expand on how this
ISA is applied. (Ref: Para. A18)

Loy Gidll iy Gragmll apmdl Jbles e
iy Saexdl =il Gbles Azlsl cbleiadly
el g s (¥l sda 39 Leansds @3 &) 2lls i)

(181 8,541 jan 1) sleall lda Gaedas 3a .S 3 55!

Effective Date

Oladl &ls

16. This ISA is effective for audits of financial
statements for periods beginning on or after
December 15, 2026.

LU @lgall dazle olbls)l e slall 1 gy 16
ol U3 way 512026 peuss 15 @ Tas @l ol iall

Objectives

IRV

17. The objectives of the auditor are:

(e Lesd az Ll Gl Jias 17

(@) Totid_er;tify_ atnotl asseissf :ne frisks .01; @lsall 3 Grasm)l iyl Jblie e Bpaddl ()
material misstatement of the financia .
statements due to fraud,; heosedin Sl oy 2L

(b)  To obtain sufficient appropriate audit | z, Ll 2, 3sf o0 ASG b e Jgaxdl (@)

evidence regarding the assessed risks
of material misstatement due to fraud,
through designing and implementing
appropriate responses;

Awlio ablziw! @ueat I (10 lawds @3
tLadaty

(c) To respond appropriately to fraud or
suspected fraud identified during the

tod o il ¥l e S0 Aleiadl (g)
Aar L ot Lple Capanll @z G il

audit; and
(d) To report in accordance with this ISA. bl it lasy adl slue)  (9)
Definitions < las yad|
18.  For purposes of the ISAs, the following terms | lall a5¥1 clxlindll 0585 Al plas (1,68 18
have the meanings attributed below: i bl 2l
slial

(@ Fraud — An intentional act by one or
more individuals among management,
those charged with governance,
employees, or third parties, involving
the use of deception to obtain an unjust
or illegal advantage. (Ref: Para. A19-
A23)

uajgigi dolg 5,8 mﬁwdﬁjwl (T)

db.]ai” 3? onalsell 31 LeSe=lly cralll 3i Y

28 8o e Jyaell St e gsbasy 2201
(231191 wlyaall ianl)) Augild ae of Asle

Fraud risk factors — Events or
conditions that indicate an incentive or
pressure to commit fraud, or provide
an opportunity to commit fraud, or an
attitude or rationalization that justifies
the fraudulent action. (Ref: Para. A24-
A26)

(b)

3929 dl i agyls of cilusi il Jhas Jalge
La).&_” ol 3i ‘uj,.i.” g\gj)}( Ja}.a.p 3i cjb.)
E3 x5 ol Solu caBga (2 of (il QIS5
=241 whaall e ly) Gie e Lshaill s yuadll

(261

Requirements

205 0 13 Amine
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Professional Skepticism

bl il s

19.

In applying ISA 200,22 the auditor shall
maintain professional skepticism throughout
the audit, recognizing the possibility that a
material misstatement due to fraud could
exist. (Ref: Para. A27)

axbll e cem 210(200) Aaz bl jlae Gades wie 19
Jles¥ Blpa) can LU Jlsbs gl elidl dess (e Lolaxd)
2715,8a0 ;a2 ) i) sy S92 iyl 2929

20.

The auditor shall remain alert throughout the
audit for information that indicates that one or
more fraud risk factors are present and
circumstances that may be indicative of fraud
or suspected fraud. (Ref: Para. A28-A32)

Sloglaall Zax LUl Jlsbs Latie Jlay o a2l ey .20

Sall shs dalge oo AST o usly 3929 J) add ()

A A ol it 3929 e Trdige 0585 43 I g lally
(321281 wlyaall sazy)

21.

Where responses to inquiries  of
management, those charged with
governance, individuals within the internal
audit function, or others within the entity are
inconsistent, the auditor shall investigate the
inconsistencies. (Ref: Para. A33)

9 ByY) e hluanadl e 390, 3 papladl e 21
s |l ez L iy cyauds 31,881 51 LaSylly (sl
) e oy LAl U5 Osleny ee pane ol

(331 8,841l ;az ) . poslatll dzl (ye gyl

22.

If conditions identified during the audit cause
the auditor to believe that a record or
document may not be authentic or that terms
in a document have been modified but not
disclosed to the auditor, the auditor shall
investigate further. (Ref: Para. A34-A37)

o slaze¥! ) an s dan bl ol s 13) .22

& bogyd of of 2udlime 13 06Se ¥ U8 Tuiue ol Slew

I3 e ZLaddl s (Sds Llaad @3 18 Lo i

shaall aal) (&=l oo sl bl a2 bl e i
(371—34i

Engagement Resources

LLQ')Y‘ .))‘}A

23.

In applying ISA 220 (Revised),* the
engagement partner shall determine that
members of the engagement team
collectively have the appropriate
competence and capabilities, including
sufficient time and appropriate specialized
skills or knowledge to perform risk
assessment procedures, identify and assess
the risks of material misstatement due to
fraud, design and perform further audit
procedures to respond to those risks, or
evaluate the audit evidence obtained. (Ref:
Para. A38-A42)

de s Po(Baz=ll) (220) 2az bl Slas Gedas e 23

God sliacel OF oo gazmall LU e Jogad| ey i)

Loy Aokl il yatlg enle LaSTL cnanizme (glamey Jolis )Nl

Lapnsmall 2yall ol whllly G0 cdll el 4

eyl ol bl muas cleha] duail Al

S leaniy (AN s Gasal iyl Sblks

et Ll 4dls] Aazlye Slslyz] dudisy euasal

i22y) Lple Jsmmedl @3 a1 Zaz L A0l qugas of JLalsl
(421-381 =l aall

22

24

ISA 200, paragraph 15

ISA 220 (Revised), paragraphs 25-28

155,231 ((200) Zan Ul jlae 2

28-25 clyaall ((Gasll) (220) as U jlas 2
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Engagement Performance

Lol s

24. In applying ISA 220 (Revised),?s the
engagement partner shall determine that the
nature, timing and extent of direction,
supervision and review is responsive to the
nature and circumstances of the audit
engagement, considering matters identified
during the course of the audit engagement,

including: (Ref: Para. A43)

e i Bu(Eanll) (220) Tz bl s e wic
lamll OF e @amtll LLEY! e Jogudl byl
oazmally B,y duz sl (suag gy Anpday Aalill
G o9l J Sl Gas LU byl caglag Aals (£13
ey § Lo danlll bl e I Lele Bpadll @3

24

(431 5,241 ;a1

(@) Fraud risk factors; il s Jalse 0]

(b)  Fraud or suspected fraud; and ol s of all (@)

(c) Control_ deficiencieg related to the | o sl piey Blaty Lad L1 3 sgumill dzsl ()
prevention or detection of fraud. R

Ongoing Nature of Communications with
Management and Those Charged with
Governance

AeSgolly cnalllly 8,53 ae ¥ LYl § )yl e | dapb

25. The auditor shall
management and those charged with
governance matters related to fraud at
appropriate times throughout the audit
engagement. (Ref. Para. A44-A48)

communicate with

G 9e¥l aSeanlly cnalSlls 8,15¥ Pl Ul (e omy 25
Al Ll Jlsb 2ubill a3 aall sl

(481—441 1,340 ;a1y)

Risk Assessment Procedures and Related
Activities

L adlait | ala2i¥ly olsll s ool

auditor shall consider whether information
from other sources obtained by the auditor
indicates that one or more fraud risk factors
are present. (Ref: Para. A50-A51)

26. In applying ISA 315 (Revised 2019),%8 the 77,2019 ple § axll) (315) aaz Ll jlas Gudas e 26
auditor shall perform the procedures in 7 - ‘  sstall ol ool ais a1
paragraphs 27-38. In doing so, the auditor 38-27 2l,aall G saylsll wlel2¥l dudis 2Ll e oy
shall consider whether one or more fraud risk | & 15] Lagd Jlaidl anll) de oy cclldy aliall wics
factors are present. (Ref: Para. A49 .
P ( ) 8,aall E"J) il Jbhs Jalge o AST 9l Uty umge
(491
Information from Other Sources &Y jolall jo Sloglal]
27. In applying ISA 315 (Revised 2019),%0 the 2,(2019 ple § &uz=ll) (315) aax Ll jlas Gobiaie 27

oo AST gl aslg ag29 I sl 63Y1 jablall o Lele
(511501 casyaall sazly) . piadl slas alge

26 |SA 220 (Revised), paragraph 30(b)
2 |SA 315 (Revised 2019), paragraphs 13-27

30 |SA 315 (Revised 2019), paragraphs 15-16

205 0 15 dmige

()30 8,34l ((&azll) (220) aaxl, Ll lae
27-13 &l,3a0 (2019 ale § ciazll) (315) 2zl 5las

16-15 clyaall (2019 ale § Suell) (315) dan Ll jlias

25

27

29
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Retrospective Review of the Outcome of Previous
Accounting Estimates

ALl dnlal ] ot ile) g il i)

28. In applying ISA 540 (Revised),® the auditor
shall perform a retrospective review of
management judgments and assumptions
related to the outcome of previous
accounting estimates, or where applicable,
their subsequent re-estimation to assist in
identifying and assessing the risks of
material misstatement due to fraud in the
current period. In doing so, the auditor shall
take into account the characteristics of the
accounting estimates in determining the
nature and extent of that review. (Ref: Para.
A52)

Ao o (Guxll) (540) das U Hlee Gudas e .28
55la¥l wlslélg olalzd S )SL oasd dyais ?‘)_U
Bole! of cdaludl Aulll o yuasd| il 3lan Ly
S lgoneiy « il b yagnll il lice
G b ol aa bl e camy ey plall ey Al
dagb wams e Akl ol puadl asbes ol
(521 5,aall E"b) blaey amall elld

Engagement Team Discussion

LL,Y 4,5 Licilio

29. In applying ISA 315 (Revised 2019),%* when
holding the engagement team discussion,
the engagement partner and other key
engagement team members shall place
particular emphasis on how and where the
entity’s financial statements may be
susceptible to material misstatement due to
fraud, including how fraud may occur. In
doing so, the engagement team discussion
shall include: (Ref: Para. A43, A53-A54 and
A59)

32019 ale § axll) (315) daz Ul Hlas Gebasaie 29
Ge oo (bladl Gay Aol olaslll ude ey
BRSBTS JE VN RS (PRAI (VN P SR UC A
02ya) Wi e ol Ko 19555 of bLaY! 328
by Syaatl Canymmild BLAALL dolidl AW @slgall
& Log AL slall § colasymall e oo aiislsa ikl
ez el pLall ey il G Alazel| 3ylall ol
2 ly) ik Lo boLaydl 8,8 doymy o) lasd) asay oo
(591 (541-531 (431 =l aall

(@) Anexchange of ideas about:

ol )88 dals (1)

0] The entity’s culture,
management’'s commitment to
integrity and ethical values, and
related oversight by those
charged with governance; (Ref:
Para. A55)

edlly Zalilly 35091 o151 sLadll 2alas (1)
oo el glasll alayly (ausdsy
8,841l azl) ‘ASexlly Ll sl

(55f

(i)  Fraud risk factors, including:
(Ref: Para. A56-A57)

2zh) el @ le il s dalse (2)
(571—561 cy,aall

a. Incentives or pressures
on management, those
charged with governance,
or employees to commit
fraud,

5i S)‘.):ZN uLL Ja}.a.m_” 5i g‘g,\.ﬂ i
u}a—lajl‘ 31 21.«53-7.“4 @J:Jﬂl
‘ufu.z.” ‘_,KJ))(

14 8,280 "l Lnd] o L 5lots Log detaolml] fptsnl] domlpo"(20L1) (540) 2am Xl jlas 2
32 |SA 540 (Revised), Auditing Accounting Estimates and Related Disclosures, paragraph 14

3 |SA 315 (Revised 2019), paragraphs 17 and A42—-A43
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b. How one or more
individuals among
management, those

charged with governance,
or employees could
perpetrate and conceal
fraudulent financial
reporting; and

31,81 (e AST gl s o] ()Ses oS <

ol AaSymlly cnalKll of 3,l5¥!

spiall slisly LISEl cadlssll
fohgdall W

C. How assets of the entity
could be misappropriated
by management, those
charged with governance,

oSl ol Bl Sy aS oz
_:»bla?l o onabs gl o LSyl
AL Jgunl podlas | 283

employees or third
parties.
(i) Which types of revenue, [ si «isl ¥l cdlalas of lsl¥l glesl  (3)

revenue transactions or relevant
assertions may give rise to the
risks of material misstatement
due to fraud in revenue
recognition; and

Lee Laws w3 &1 alall cld oly),3Y)
G il cy Gra9mll cagmill bolis

ol el

(iv) How management may be able
to override controls. (Ref: Para.
A58)

Soles e 5ylayl 5yua) WSkl GLIl (4)
(581 5,4l a,) 28,01 9o

(b) A consideration of any fraud or
suspected fraud that may impact the
overall audit strategy and audit plan,
including fraud that has occurred at
the entity during the current or prior
years.

de i W8 ke el ol Gk gl @ okl (9)

Loy dax bl dlasg danlyall daladl Azl L]

Lol s sLadll @ Sas o iadl els g
ALl Slgid! of 2L

Analytical Procedures Performed and Unusual or
Unexpected Relationships Identified

e gl balzall i cldMlally Laiiiss o N dclelnil] il o)
lple Ciyaill oz, M) dadyal]

30.

The auditor shall determine whether unusual
or unexpected relationships that have been
identified in performing analytical
procedures, including those related to
revenue accounts, may indicate risks of
material misstatement due to fraud. (Ref:
Para. A60)

9 Baluall pe lEMall colS 13) Lo dgums a L (e oy
Slelya¥l I oo Lele oyl @ @l Aadgall pe
215 nloly¥) llae A, b ells els 9 Loy Al
Gl iy Gasall Cinpmil] bl g2 J) kS

(601 8,241 :a>1,)
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Obtaining an Understanding of the Entity and
Its Environment, the Applicable Financial
Reporting Framework and the Entity’s System
of Internal Control

pliasy Gebaill JUI o anll sl lg Latg BLadel) b J] Juo gl
sladeld als 1ol 2ul8 1

Understanding the Entity and Its Environment,
and the Applicable Financial Reporting
Framework

el JUI it lbl Lring SLil] s

31. Inapplying ISA 315 (Revised 2019),%6 based
on the auditor’'s understanding of the entity
and its environment, the applicable financial
reporting framework and the entity’s
accounting policies, the auditor shall obtain
an understanding of matters that may lead to
an increased susceptibility to misstatement
due to management bias or other fraud risk
factors. (Ref: Para. A61-A70)

35,2019 ple § axll) (315) 2z LUl jlas Gedas e 31

QU ayadll ity Laang sLadeld ax bl @b e 2l

e bl e Comy Bladeld duralall cluliadly @daill

L G 8L I 6055 8 (@1 593l med I Jimsa O

Sl slas Jolye of 8)13¥1 o5 sy iymtl] (a1l
(701-611 =lyaall sa)) (5,5

Understanding the Components of the Entity’s
System of Internal Control

SLiial) duls ) B35S 1L o LigSCo o

Control Environment

RERET

32. In applying ISA 315 (Revised 2019),% the
auditor shall:

72019 ale § Guxll) (315) ax LUl Jlas Gedas e 32
:Eg—L,_U e ey

(@ Obtain an understanding of:

(ke Jl sl ()

0] How management’s oversight
responsibilities are carried out,
such as the entity’s culture and
management’'s commitment to
integrity and ethical values,

including how management
communicates with its
employees its views on

business practices and ethical
behavior with respect to the
prevention and detection of
fraud. (Ref: Para. A71-A72)

Byl A8, 21 wldogud) diais s (1)

Aalilly 5yla¥) alUlg BLaALI A8las Jie

) aanb cUs 8 Ley (A8 udlly

s> laylas clezgy cnabosll 5la3

Lgd BB clslaally Joall cilaylon

oiyaall ianly) 48LadSTy Sl aie s
(721=71i

(i) The entity’s  whistleblower
program (or other program to
report fraud), if the entity has
such a program, including how
management and, if applicable,
those charged with governance
address allegations of fraud
made through the program.
(Ref: Para. A73-A75)

o) sladll § olallsll e LYzl (2)

O 13] (Gl e B 6551 el

s 3 Ley colindl lda Jie BLadll gl

sLazd¥l ey (BlaYl Jelad aalS

Llall @elill ao ASsxlly cnalll

bl I (e Lapads om 1 il
(751-731 wl,aall sazy)

% |SA 315 (Revised 2019), paragraph 19

% |SA 315 (Revised 2019), paragraph 21
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(i) How those charged with
governance exercise oversight
of management’s processes for
identifying and responding to the
fraud risks and the controls that
management has established to
address these risks. (Ref: Para.
A76-A79)

ey WSyl (il dles 1S (3)

e ayanld 5yl Lagds Gl LY e

Sloaly ol Blmradly sl bles

sda Aol Byls¥l Laasg &I 4l5,))
(791761 =l,aall ;a1 . Jbolill

(b) Make inquiries of management
regarding management’s
communications with those charged
with  governance regarding its
processes for identifying and
responding to the risks of fraud in the

oSl ae Le¥lasl e 8)10¥1 oo Hludzud|
@ ol bl e canl) Ll oLy 2S5y
L by sLaal

entity.

(c)  Make inquiries of those charged With [ :p>1) : b e 2eS5mlly cnalll (o sluazadl  (z)
governance about: (Ref. Para. A80- 821801 ol aall
A82) ( |— |«_').a.a_f
0] V\flhethe]:cr thdey have kr:O\(leIdegg e A ol ik gl ele e 13813 L (1)

of any fraud or suspected frau . C g (e e s
including allegations of fraud, | b\ «oisll 2alaill eelillolls 3 Loy
including those received from [ si cleddl JMs e Leals poy &) clls
tips or complaints, affecting the | _ .. ... s
entity, and if so, how they have | O 1212 SLAll e AU &l Les (g5l
responded to such matters; oS e slusnad) Cemd IS WY

‘J)ﬁy|dlﬂp.@4\.xm|

@iy  Their views_ aboqt whether and [ wilgall ol 15) b olay ea)lss alzy  (2)
how the financial statements L oS5 15 2L
may be materially misstated due | = $»257 S 38,20 0555 15 4,
to fraud, including their views on | U3 3 Lo ezl elld 24,8y« adl
possible areas that are|. . ) . o
susceptible to misstatement due | ~* e
to  management bias  or [ sf &Y nmi s casyill A gall
management fraud; and syl
.b) .); S
(iii) \évrf\_e'Fher. they ?hre anlre 011: G osead dzgl ss2er Lo e 163813 L (3)
eficiencies in the system o o L L -
internal control related to the | &< G4k Led Adsldl 4,01 sl
prevention and detection Of | oemill 39l AdladSly iall
fraud, and the remediation . : .
efforts to address such b sguatll azsl Dlad
deficiencies.
The Entity’s Risk Assessment Process sblell quad slaall 4l

33. In applying ISA 315 (Revised 2019),%° the
auditor shall:

22019 ale § &iuxll) (315) ax LUl Jlas Gubs e 33
11—?")1‘ e =

(&) Obtain an understanding of how the

BT 3 n e Lo Slomi] 20 (8 ] il

0]

40 |SA 315 (Revised 2019), paragraph 22
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entity’

s risk assessment process: (Ref:

911831 wlyaall jazly) bolell ad sLadl)

Para. AB3-A91, A107) .
(1071

() Identifies fraud risks related to | olslaalall jiadl Jbles de dpaxll (1)
the misappropriation of assets . L N .
and  fraudulent  financial | <13 & e cchodall QU yaally Jsad
reporting, including any classes | gi cllus suus,l of cdlas alis &l
of transactions, account s . )
balances, or disclosures for P Jblae de gslais 2loliad]
which risks of fraud exist;

W ot fraud risks. ncluding | S SR el )
the likelhood  of their e Bllaiat A3 Sles clole
occurrence; and

(iii) Adfresses the assessed fraud Lot @3 Q1 il Sblee alse (3)
risks.

(b)  Make inquiries of management and of | cpall ¢ s¥1 5L,a¥lg 5)5¥1 e Hluaidl (o)

other appropriate individuals within the

(951921 wlyaall sazy) : by e BLadll Sl

entity about: (Ref: Para. A92-A95)

(i) Whether they have knowledge | . uza.a of jit b ole e 1€ 131 L (1)
of any fraud or suspected fraud, v e e
including allegations of fraud, | e sl 2alaall eelll ells & Loy
affecting the entity; and slaall e b

(i) Their views about whether and | wlsall col 13) Lo olan payss clzs  (2)

how the financial statements
may be materially misstated due
to fraud.

et (G52 Sy A8y (3555 18 AL
dymdl I3 28,8y il

Internal Control

The Entity’s Process to Monitor the System of

Als 11 308,01 allas 2l sLaall 41

34. In applying

ISA 315 (Revised 2019),%2 the

auditor shall:

1,2019 ale § Sanll) (315) Zan bl Jlas gubs e 34

(@ Obtain an understanding of:

ikl dldesdl ()

()  Aspects of the entity’s process | 5,0l alls; aaylal sLadll 207 § cslszd! (1)
to monitor the system of internal | . -~ =~ e
control that address the ongoing illl Slesadll Jolits @Il 2l 1l
and separate evaluations for | ad 4,801 cilgol adels dalil sl
monitoring the effectiveness of : L el
controls to prevent or detect | 73 S ralls dlast ol sl
fraud, and the identification and | e &I 48Madl &l3 LB 3 Hguadll
remediation of related control - .

18,851l :axly) ¢ ‘ |

deficiencies identified; and (Ref: (618,380 ) s lehe 0l
Para. A96)

(i) Ifthe entity has an internal audit | Jl> 3 .alsld) el 2alsy slual  (2)

function, the internal audit
function’s objectives in respect

Logd Bladll Jsls Zadsgdl clls 399

42 |SA 315 (Revised 2019), paragraph 24
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of monitoring controls over risks
of fraud.

e adall L, gl Anlie; Blazy
BT IRATIN

(b) If the entity has an internal audit
function, make inquiries of appropriate
individuals within the internal audit
function about whether: (Ref: Para.

A97-A98)

Lozl Aadsy & camall 5,3¥1 e luarad
BLAALI 3o Bagds gl clls gy Sl (3 cAls 1l
(981971 cniyaall saz ) 1558 13) Lo ol

® They have performed any
procedures in respect of
monitoring controls over risks of
fraud during the period;

olgal dapliey Blass Slely) gl lodasus (1)
IMs il Jblee e 2adall 406,10
B yall

(i)  They have knowledge of any
fraud or suspected fraud,
including allegations of fraud,
affecting the entity and to obtain
their views about the risks of
fraud; and

s gl it A ol e gliple e (2)
e il 4 lee (il Aalasll qelll
sole olda maylas il s 48,al sLALL

¢t

(i)  They are aware of deficiencies
in the system of internal control
related to the prevention and

detection of fraud.

pllai 3 sgiad azsl 3929 L e (3)
Sl g alans Lesd Zls1l 48,11
A8LaaS1y

The Information System and Communication

ALty ciloglall allas

35. In applying ISA 315 (Revised 2019),* the
auditor's understanding of the entity’s
information system and communication
relevant to the preparation of the financial
statements shall include understanding how
journal entries and other adjustments are
initiated, processed, recorded, and corrected
as necessary. (Ref: Para. A99-A101)

83,2019 ple § &axll) (315) dax Ul jlae Gadas e 35
BLadll loglas allaid axlll @d Jody of com
LS wd AW @ilsall slacl iany Lad Le¥lasly
Leellae 2uaSy 6381 cdlbuaally Auagall 948 o Lad)
—991 wlyaall fanly) Axlell wic Lximiaty Llixads

(101}

Control Activities

ENEN 1A

36. In applying ISA 315 (Revised 2019),%5 the
auditor’s understanding of the entity’s control
activities shall include identifying controls
that address risks of material misstatement
due to fraud at the assertion level, including
controls over journal entries and other
adjustments, designed to prevent or detect
fraud. (Ref: Para. A102-A107)

5.(2019 ple § &azll) (315) Aax bl slins Gaaiaie 36
sLadll ot 4801 aladi¥ anlll qd Jody OF camy
iyl bols dxlys QI 21 Slgol e cdyadll
3 @ Lay e hL8Y Gotun he ]l oy Gra9ll
(53 Matlly gl 39ud e Aaall 208,01 ol ool
—1021 wlyaall jaxly) 48lais) ol i)l il deasal

(1071

4 ISA 315 (Revised 2019), paragraph 25

4 |SA 315 (Revised 2019), paragraph 26
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Control Deficiencies Within the Entity’s System of
Internal Control

SLiial) auls Il 301 o llsi 513 181 § sgunil) dmgl

37. Inapplying ISA 315 (Revised 2019),4® based
on the auditor’'s evaluation of each of the
components of the entity’s system of internal
control, the auditor shall determine whether
there are deficiencies in internal control
identified that are relevant to the prevention
or detection of fraud. (Ref: Para. A108-
A109)

72019 ple § Eazll) (315) Aanll) jlne Badasie 37

LU allas SligSa (o 058 JST LAl @asas (e Sl

©3 a8 OB 13) Lo oz a1 e Gy BLALL 25 1)

48L4S) of il piey Aio D13 s5und dagl e Byadll
(10911081 (x5,8801 ;) Ads 1l 408,01

Evaluation of Fraud Risk Factors

il s Jalse i

38. The auditor shall evaluate whether the audit
evidence obtained from the risk assessment
procedures and related activities indicates
that one or more fraud risk factors are
present. (Ref: Para. A24-A26 and A110-
A112)

Jalge oo AST ol umly dole 5929 I s L dalasl
(1121-1107 261241 &lyaall iz ly) piad) Jlas

Identifying and Assessing the Risks of
Material Misstatement Due to Fraud

Lottt 505801 xill holina e byl

39. In applying ISA 315 (Revised 2019),%° the
auditor shall:

#2019 ale § &uxll) (315) ax LUl Jlas Gedas e 39
:Eg—L,_U e ey

(@ Identify and assess the risks of
material misstatement due to fraud
and determine whether they exist at
the financial statement level, or the
assertion level for classes of
transactions, account balances and
disclosures, taking into account fraud
risk factors. (Ref. Para. A113-A114,

A116)

ot sl il Jblis e Bl ()
e dzgs ol 3] Lo wimiy cleagidty (il
aliad SbLEY Getue of UL lgall Sotus
o colbladly clluxdl syl clalall
=131 whyaall i) Giadl Jlas Jalse 3lely

(1161 1141

Treat those assessed risks of material
misstatement due to fraud as
significant risks. Accordingly, to the
extent not already done so, the auditor
shall identify controls that address
such significant risks, evaluate
whether they have been designed
effectively to address the risks of
material misstatement, or designed
effectively to support the operation of
other controls, and determine whether
they have been implemented. (Ref:
Para. A115)

(b)

] ey (a9l iyl ol ae Jolasl)
g age sblie Lol e Loy @ @I el
e com oJaalls Al aldll aue Jb> 39 ctile
ells dalgs &1 28,01 Slgal e dpanll anlL
e ls, Lo i 13] Lo qugiiy cdagll bl
docan ol (Gragmll Canymill Jblis d2lel
iy (531 B lesl Joe e Aulelay

(1151 88801 a2 ) Leaudas @3 08 O 13] L

4 |SA 315 (Revised 2019), paragraph 27

50 |SA 315 (Revised 2019), paragraphs 28-34
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Risks of Material Misstatement Due to Fraud
Related to Management Override of Controls

SIo¥) stz ddlazll il cws sragnll cipmtll Jblio
L5 = l9o¥

40. Due to the unpredictable way in which
management is able to override controls and
irrespective of the auditor's assessment of
the risks of management override of
controls, the auditor shall: (Ref: Para. A117-
A118)

3905 LIS (30 851300 oSlay ) BaBsill i BaylaliTlas 40

ol slolil aa LU et (e Lol (adg 5,01 cloa

oyaall ) ) (e camy A1 Sl y1sY
(118i—117i

(@ Treat the risks of management
override of controls as risks of material
misstatement due to fraud at the

financial statement level; and

e 38,01 lga¥ 5 1a¥l el Jlalsea o Jolas! 0]
AW @Sleall (gotuns

Determine whether such risks affect
the assessment of risks at the
assertion level.

(b)

pasds e 55 bl ells <o 3] Lo wams (2)

2151 Sstun e bl

Risks of Material Misstatement Due to Fraud in
Revenue Recognition

Sl ] § A rstens Sra5 )l mtl ol

41. When identifying and assessing the risks of
material misstatement due to fraud, the
auditor shall, based on a presumption that
there are risks of material misstatement due
to fraud in revenue recognition, determine
which  types of revenue, revenue
transactions or relevant assertions give rise
to such risks, taking into account related
fraud risk factors. (Ref. Para. A119-A125)

Sl g Spasdl Canyill Jbolia e Cdpadll e 41
azgs Al Ausyd e Fl bl e com ooty
el @il @ Gl cas Grasadl cinymill Sbola
LY ol Slaldl cMalas of lalg¥l g lesl ayuns
Blelye ae oblell sda Jie Lee Lals @ Aall @l3
—1191 whaall jaaly) A8l ld Jiadl ks lge

(125f

Responses to the Assessed Risks of Material
Misstatement Due to Fraud

05 1 B! caty a9l iyl oLl ooyl

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

42. The auditor shall design and perform audit
procedures in response to the assessed
risks of material misstatement due to fraud in
a manner that is not biased towards
obtaining audit evidence that may
corroborate management’s assertions or
towards excluding audit evidence that may
contradict such assertions.

Llriwl Lan Ll Slelyr) didis puasai g2 bl e oy 42

beoweds @3 @I Giall iy gragll iyl bl
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Unpredictability in the Selection of Audit
Procedures

dex [l ey sl ] 480 Lil) junic

43. In determining responses to address
assessed risks of material misstatement due
to fraud, the auditor shall incorporate an
element of unpredictability in the selection of

G9! canymill Hblae 4 lsl cllatadl wams e 43
e Jiof am LU e iy b 03 G ) s
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the nature, timing and extent of audit
procedures. (Ref: Para. A126-A127)

ALl Slelya] sag cubaig Aagdal o)las | g5l Lall
(12711261 oy5,8801 a2 1;)

Overall Responses

Lolat| oLlmznd/

the assessed risks of material misstatement
due to fraud at the financial statement level,
the auditor shall evaluate whether the
selection and application of accounting
policies by the entity, particularly those
related to subjective measurements and
complex transactions, may be indicative of
fraudulent financial reporting.

44. In accordance with ISA 330,92 the auUMItor | s axlll e coms 54(330) axabll Ll (agy 44
e e ot e e | 252 Spmll s b bl bt
due to fraud at the financial statement level. | ZJWl @lsall oiuwe e Loweds @3 & idd) s
(Ref: Para. A128) (1281 3,2401 1)

45. In determining overall responses to address iyl Jlolxe Aalel Laladl olleiadl Lyums wie 45

©lsall Gotus e Lot @03 @I (i) oy gyl
Geiaig sl | 08 13] Lo agdi az LUl (e cumy (U
G el Lagiasy Ladll Jid oo Luwlzll ol
25 saiall cdlelally Luegmsll e wlalally slas

Shodide Jle 53,55 392 e 150 055G

Audit Procedures Responsive to the Assessed
Risks of Material Misstatement Due to Fraud at
the Assertion Level

et a9t Chpmdl] Jblal Llzrd L[] e fi>)
Y St ol yossds o3 S i)

46. In accordance with ISA 330,% the auditor
shall design and perform further audit
procedures whose nature, timing and extent
are based on and are responsive to the
assessed risks of material misstatement due
to fraud at the assertion level. (Ref: Para.

A129-A135)

paesad 2Ll e cmy 3(330) anx Ll Ll (asy 46

@ cumiady Llud ols| dazle ol s

sy Gyl cinyzmill bl lalueg Lidsiy Laauds

Slyaall iaal) SlLad Gsiue (e lands @3 @I (i)
(135i—129i

Audit Procedures Responsive to Risks of Material
Misstatement Due to Fraud Related to
Management Override of Controls

st grasl] cdymil] Jbolad Llziwd dex 4] e i)
U5 oS S lo¥ solors dilazl] Liill

47. Irrespective of the auditor's assessment of
the risks of management override of
controls, the auditor shall design and
perform the audit procedures in accordance
with paragraphs 48-52, and determine
whether other audit procedures are needed
in addition to those in paragraphs 48-52, in
order to respond to the identified risks of

management override of controls.

<lgo¥ Byl Solms Jblel an Ll s oo Sladll pasy 47
Lzl ez ] dudisy muasal a2 Ll e oy 18,1
ol Jlua ol 13 b wyasig (5248 ol,aall (ady
alyaall @ aylell ells J) 28LaPl )51 dazlye clsl2Y
Slga¥ Byla¥l olmi bolsel dlezul Jo¥ (52-48

Lele Caypanll @3 &l 24l3,0)

Journal Entries and Other Adjustments

633 cMazllg Aagud! 94

52 ISA 330, paragraph 5

5 ISA 330, paragraph 6
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48.  The auditor shall design and perform audit | ,Las¥ daslpe clelye] dudisy caas bl e oy 48
procedures to test the appropriateness of G e s et . .
journal entries recorded in the general ledger | #13! St A8s @ AUmaedl Aasall 2945 dslin s
and other adjustments made in the | aJWl @lsall slae) wie coas G g3¥ cDaadly
preparation of the financial statements. (Ref: A=Et st
Para. A136-A139) (139121361 = L,2all 22 )
49. In designing and performing audit | _x, 485,511 Ta8s dan Ul Gilelyn) dudiis uesat die 49
procedures in accordance with paragraph 997 5 221l ram ) snml LI
48, the auditor shall: (Ref: Para. A99) (9915,88l1 ;a2 )) ez LAl e
(a) Make inquiries of individuals involved | Ui . &l 47 3 caSoladl 51,881 oo ludza) 0
in the financial reporting process about | ~ s e o 3 "LM L )
their knowledge of inappropriate or | 33U 8 ol dslio st Aadilsszss peale oo
unusual activity relating to the | cdisdlly dwgdl 548 dxdlaes Blan Lud
processing of journal entries and other o
adjustments; et
(b) Obtain audit evidence about the [ aaims JLiS| oliy 2zl sl e Jssaxdl (o)
completeness of the population of o o . .
journal entries and other adjustments | J'° <5 & &) SDhaailly Zuasull 2548
made throughout the period; (Ref: (1471 1407 ca3,aall sry) 35411
Para. A140 and A147)
(c) Select journal entries and other | 3o &l g3 cMaailly Lngdl b s (z)
adjustments made at the end of a '143; %41; il sl ¢ ozl B b
reporting period; and (Ref: Para. | <1*3'~ b obadll aeh) padl 4 Bl
A141-A143, A144 and A146-A147) (1471-1461 144i
(d) Determine the need to test journal | a.gdl 5s8 Slasl Jl dolxll e wuxs  (3)
entries and other adjustments made o o L i
throughout the period. (Ref: Para. ezb) el Jisb cues Gl 2l clpually
Al42-A143 and A145-A146) (14611451 .1431-142i &l,a411
Accounting Estimates wlll ol sl
50. Inapplying ISA 540 (Revised),% if indicators | Ji> 3 43 55.(caxll) (540) dax bl jlas Gobs aie .50
of possible management bias are identified, " o .. .
the auditor shall evaluate whether they may | == <&I5¥! =5 Jlei>) de Jus @lidsa (e byadl
represent a risk of material misstatement | fls Jiesus ol asll el ool 13] b pasds a2l e
due to fraud. (Ref: Para. A148-A150) 1481 aall ) Al e Sragl! iyl
(1501
51. In performing the evaluation in accordance b e iy 050 5,58 1as, oosaill dgdis e 51

with paragraph 50, the auditor shall:

Consider the audit evidence obtained
from the retrospective  review
performed in accordance with
paragraph 28; and

(@)

o Lple Jysmmdl @ ) 2anl Aol § JLadl ()
28 5,32l (89 az, Ll siaws @i gl pamall

(b) If indicators of possible management
bias are identified, reevaluate the

accounting estimates taken as a

Jio & S talall clpaadl ess lel
Byl et Jleis| e Jas Slpdige e 8yl

56

ISA 540 (Revised), paragraph 32
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whole. (Ref: Para. A150-A152)

(152i—1501 & lyaall saz1y)

Significant Transactions Outside the Normal
Course of Business or Otherwise Appear Unusual

6?? ol ‘_5&2' ssliaa

52.  For significant transactions that are outside
the normal course of business for the entity,
or that otherwise appear to be unusual given
the auditor’s understanding of the entity and
its environment and information from other
sources obtained during the audit, the
auditor shall evaluate whether the business
rationale (or the lack thereof) of the
transactions suggests that they may have
been entered into to engage in fraudulent

financial reporting or to  conceal (1531 5,341
misappropriation of assets. (Ref: Para.
A153)

Jeall sl s @8 @) Zedl Dbl paxy Lyd 52
o s 590 G Boline pe Lel oy &1 of Bladell (audal)
oo Lele Jgsamll 03 &1 Sloglally L sLadeld a1l
13 Lo magis o L (e oy cAan Ll oLl 6,5¥1 55Lall
lia Jis 3929 pus o) clalall sid @leall 5l o
UiesS Led Jo>dl @5 03 055 Loy 6T ) e G AL
22 ) Josa¥ sl elasy of Jhgdian Jlo pya5 o1y

Analytical Procedures Performed Near the End of
the Audit in Forming an Overall Conclusion

E!,." /uj}ﬁ-“‘ ww/%%y)jgmlw/ﬁ/ﬁky/
[a[.c

53. In applying ISA 520,58 the auditor shall
determine whether the results of analytical
procedures that are performed near the end
of the audit, when forming an overall
conclusion as to whether the financial
statements are consistent with the auditor’s
understanding of the entity, indicate a
previously unrecognized risk of material
misstatement due to fraud. (Ref: Para.
A154-A155)

bl e Vi(520) Aaz LAl slae Badei e 53

Copd Blall addeddl a2 ¥ ml ol 13] Lo ayaes

cailS 13) Lo oLy ple zlibiul 60sS5 e dax Ll Al

3929 ) 43 BLadel) az [ B o G AL o35

e oo d oLl o1y @] il iy (S92 iy slas
(15511541 oy5,8801 2z 1y)

Overall Evaluation Based on Audit Procedures
Performed

BA Ana bl el yar] ) Tolidae! alaldf gl

54. In applying ISA 330,50 the auditor shall
evaluate, based on the audit procedures
performed and audit evidence obtained,
whether:

pﬁ}iﬁyl)l.&cgum_sgn(330)a»bl‘)w‘_§iﬁajm .54
Woly ladyais @ & Aan Ll lelya) J) Tabiel b b

Leke Jgsazdl @3 3 2ax LA

(@) The assessments of the risks of
material misstatement due to fraud
remain appropriate; and

L_.s).m5_'x.” u:.p.z‘i.” )Ja\_za Slegds csl€ |.>! L (T)
Al J35 Y Gl Cawo

(b)  Sufficient appropriate audit evidence
has been obtained in response to the
assessed risks of material
misstatement due to fraud.

sl e A Lo e Jyiandl @508 08 13 L ()
ciymtll bl Lleiwl Lwldl Zaz |l

Lowss 03 (@) il s ya90])

%8 |SA 520, Analytical Procedures, paragraph 6

60 |SA 330, paragraphs 25-26, A62-A64

205 (y0 26 dmigo

65,8410 « lelmill oolefyad)"(520) Zan LUl Jlaa 5

641-621 (2625 =l,aall ((330) Aaxll jlae °

Oslzelly e eld Aangaad) Al Az )3



(&ozell) 240 dan L) Hlae

Fraud or Suspected Fraud (Ref: Para. A7-A11,
A28 and A156-A172)

(17211561 . 281 11171 =l,aal) oz y) Shadl At ol !

55. If the auditor identifies fraud or suspected
fraud, the auditor shall obtain an
understanding of the matter(s) in order to
determine the effect on the audit
engagement. In doing so, the auditor shall:
(Ref: Para. A158-A162)

hastl dele cmy (it A of ik e a2l 323 13) 55
Azl Loyl e eIl 8l wass Jo¥ o od Ul
—1581 wlyaalliazly) iam LA e oy cclly aliall ey

(1621

(@ Make inquiries about the matter(s)
with the appropriate level of
management and, when appropriate
in the circumstances, make inquiries
about the matter(s) with those charged
with governance;

el G513¥) Soradl oo ) e sluazadl ()
aslall Caglall Ul 9 Laolia U3 00585 Lotieg

(b) If the entity has a process to
investigate the matter(s), evaluate
whether it is appropriate in the
circumstances; and

Lo @ugds « yo¥fl e gyl 3T 3LAAL st 08 13) (&)
caslall oy lall Mo 8 Falin AY1 Ll 6 13)

(c) If the entity has implemented remedial
actions to respond to the matter(s),
evaluate whether they are appropriate
in the circumstances.

Lmmias Slipas cab o3 sLadll cilS 13 (z)
b ypatll LS = 13] Lo st « yadl) Zylarudl)
Alall g lall s § Helie

56. Except for fraud or suspected fraud
determined by the auditor to be clearly
inconsequential based on the procedures
performed in paragraph 55, the engagement
partner shall: (Ref: Para. A163-A165)

el lasazy ) il aes o il ¥l ldzaly 56

Bdasll clelya¥! I Tolidal Zoge oolas Y el e o425

bl e Jogad) by adl e oy (55 5,880 3
(16511631 w1, aall :az1y)

(@) Determine whether:

0813 Lo dyases 0]

0] To perform additional risk
assessment  procedures to
provide an appropriate basis for
the identification and
assessment of the risks of
material misstatement due to
fraud in accordance with ISA
315 (Revised 2019);

Shlell quas aleha] oo w3l daww (1)

sblee e Bpatl) cowlio ulal pdsd!

Leosediy Sidd) s (Sra9d) iyl

ple & Guzll) (315) Aan Ll Ll Tasy
¢(2019

(i)  To design and perform further
audit procedures to
appropriately respond to the
risks of material misstatement
due to fraud in accordance with
ISA 330; and

LhL| Aazrlye wlsha] ddiy posars (2)
Canymtll el alin JSy Ll
Loz Ll Ll gy Sisdl Cos gra5]

«(330)

(i) There are additional
responsibilities for the auditor
under law, regulation or relevant
ethical requirements about the
entity’s non-compliance with
laws or regulations in

bl e alsl aldosus dzes ()

aldbaall ol &l o dadai¥l Crga

AR sne olay alall @l 3l

Sleal Tasy il of alas¥l, sladl)
(&uxl]) (250) Aax Ll
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accordance with ISA 250
(Revised).
(b)y If applicabclie, cdonsider the impact on | daslw cldee de 31 3 lasd¥l wie Sl (&)
i i its. )
prior period audits ALl ol

57.  Ifthe auditor identifies a misstatement due t0 | :aa1)) e Camd o all cun lanymspa LU 2 23S113) 57
fraud, the auditor shall: (Ref: Para. A166- ‘ .
A172) (1721-1661 = ,aall
(@) Determine whether the identified [ . Lyage casiSll caymall o8 13) Lo wpuzes 0

misstatement  is  material by | . cL o
considering the nature of the qualitative | <3 9 #sesall Bo)lal) o & SLaidl 5k
or quantitative circumstances giving fan el Lee Lad &)
rise to the misstatement;

(b) Determine whether CONTOl | Loy (2,501 § s9umd dangl gy i 13) Lo sy ()
deficiencies exist, including significant SRR ETAE ) T
deficiencies in internal control related | ** LG Rege Dgad dmgl 25 &
to the prevention or detection of fraud, | Ul slax Led 43LaIST of iall ey Aalagll
relating to the identified fraud or . ot eme et
suspected fraud:; tlole Ayl @3 Gl Gl 3l ) il

(c) Determine the implications of the [ slaz Lus caymtll e 2ol SBY was (g)
misstatement in relation to other L o
aspects of the audit, including when | b= <3 @ L bl oo 6331 cals=lly
the auditor has reason to believe that | Lsn slawe¥l df sgeas cuw azlll g 05
management is involved; and .

5,11

(d) Reconsider the reliability Of [ 5,1a¥1 clole] Lo slaxe¥! asi€a) @ Llasll 3ale) ()
management’s representations and i . o -
audit evidence previously obtained, Loz el @ Lle Jsumnell 3 g1l Az L1 211
including when the circumstances or | Lae Lad &l Jlso¥1 of cag lall ad leaue el &
conditons giving rise to the | . . . . . i L
misstatement  indicate  possible | ' ©* ot o 3blss 352y Jleinl d syl
collusion involving employees, Al b of 3,laYl
management or third parties.

58. If the auditor determines that the financial | g as> JSa 48,20 AW @lsall of azlll sus 13) .58
statements are materially misstated due to J ] | 5t as bl 15 o sl
fraud or the auditor is unable to obtain | G Ja=l de 3l8 st gz LU OB 13] 51 Adll oy
SUfﬁtt):lien;[q appdrppriate au?itd evir(]:ier;]ce r:o 4l Jiogdl e 48] awlill daxl Ll amwgasiu
enable the auditor to conclude whether the . e e
financial statements are materially misstated iy Bz B ilsall o 13 L oldy gl
due to fraud, the auditor shall: 2l e camid ) Caun a9
(@) Determine the implications for the | egaasill de jUT o el de i o ayuns 0

audit and the auditor’s opinion on the | _ f o . :
financial statements in accordance | %L olead lads Ul wlsall oLy a2 LUl 6y
with ISA 705 (Revised);52 and 61¢(705)

(b)y If approlpriate, obtain advice from legal Lslis 23 o8 ) (G9ilE Hladus Byladul (o)
counsel.

Uizad] g I b] 5 § sl e oMoted)"(705) daz bl slae ©
62 |SA 705 (Revised), Modifications to the Opinion in the Independent Auditor’s Report
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Auditor Unable to Continue the Audit
Engagement

Az [ byl 3ol yeidl e an k1 3,8 aue

59. If, as a result of a misstatement resulting
from fraud or suspected fraud, the auditor
encounters exceptional circumstances that
bring into question the auditor’s ability to
continue performing the audit engagement,
the auditor shall:

oe U iyt Bl Aplidned lag)ls anl )l a2y 13) 59
e 4yl Jo> cWilad b e ie Aed ol i
bl e cimd Aan L L)) diais § 5l seiw]

(@) Determine the professional and legal
responsibilities applicable in the
circumstances, including whether
there is a requirement for the auditor
to report to the person or persons who
made the audit appointment or, in
some cases, to regulatory authorities;

@ adaill Auladly 2aldl oldosull waxs ()

cllbze lla o 13] La 3 & Loy ccdg,lall oiia

o pasddl J) Ay 5,85 @uan e bl (e

G ol ALyl elo¥ dinay 1508 (il (oliesd)
sl allaled) J) co¥ el (e

(b)  Consider whether it is appropriate to
withdraw from the engagement, where
withdrawal is  possible  under
applicable law or regulation;

oo bV el e o8 13) Lad Ll (o)
o Al Cimgay USan 3 06 s (Lol
Aadaill il ol

(c) If the auditor withdraws:

0] Discuss with the appropriate
level of management and those
charged with governance the
auditor's withdrawal from the
engagement and the reasons for
the withdrawal; and

cledlly Llal e olewdy 4486 (1)
1Y Gorull ao Dloead¥l ) dies &I
A4Sl (ralSlly ol

(i)  Determine whether there is a
professional or legal
requirement to report to the
person or persons who made
the audit appointment or, in
some cases, to regulatory
authorities, the auditor’s
withdrawal from the
engagement and the reasons for
the withdrawal; and (Ref: Para.
A173-A176)

9 G lbaie a8 13) b wpuxs (2)

o pasddl ) 50,85 uudt ady pellss

oY duan lgeld pdll eles¥l

bl Jl el jany @ ol cdan Ll

oo arbll Cleail Jy> Aredassl

Shaall el fells Glads Llsl
(1761—173i

(dy Where law or regulation prohibits the
auditor from withdrawing from the
engagement, consider whether the
exceptional circumstances will result in
a disclaimer of opinion on the financial
statements.

asbdnad! caglall el cof 13 Lud Jldl (o)
AW @lsall 3 @l elay] oo g liaedl J) (5050
bl e @l ol Addai®¥l lamy Lewie

Lols )l e olewdY

Auditor’s Report

2z A nyds

Determining Key Audit Matters Related to Fraud

u.Iu_fL/ i&u/&q}aﬂi‘«:@ﬂjﬂg’/.gm”

Oealzmall Joudl sl 205 (10 29 dniio onlelly o |pall Lo gaad A dl a3



(&ozell) 240 dan L) Hlae

determine which of the matters determined
in accordance with paragraph 60 were of
most significance in the audit of the financial
statements of the current period and
therefore are key audit matters. (Ref: Para.
A184-A186)

Ball AW @lsall dazlie wie @I aad¥l LS
alyaall azl) Aas el s, Dyal dad @3 ¢y (Al
(1861—184i

60. In applying ISA 701,54 the auditor shall | . el e s B0(701) 2z bl las Godas e 60
determine, from the matters related to fraud ) o e e o
communicated with those charged with | G Wkl @8 G il Aalasll oadl o 0 oy
governance, those matters that required | dwe TS lolozal cudlas &1 Hea¥l clls (2aSyally sl
significant auditor attention in performing the . L. e
audit. In making this determination, the e oo pdaill s clz] ey Aar LUl duas oL
auditor shall take into account the following: | 1771 whaall aal) (b b olewsdl @ 354 oof az I,
(Ref: Para. A177-A183) (1831
(@) Identified and assessed risks of [ o & ia)l o Grasl caymill Jblie ()
material misstatement due to fraud,; ) - ,
fLM’JijL«,L;sJ)ﬁJ‘
(b) The identification of fraud or Ol ik of il e cayasll ()
suspected fraud; and
(c) The identification of significant | s iu01a,08,01 3 el josnall dmgl Lo (8 0l @)
deficiencies in internal control that are et en el
relevant to the prevention and ABLAIS ]y sl ey Ao Bl uad G
detection of fraud.
61. In applying ISA 701,% the auditor shall | . e bl e camy B:(701) Aaz bl jlas Gobs e 61

Communicating Key Audit Matters Related to

il Ziletl] Zas loal) s ) 1505 )

representations from management and,
where appropriate, those charged with
governance that: (Ref: Para. A193-A194)

22 h) el (AaSexlly (nalSll oo Jlndl (aaide s
(1941-1931 oy3,3411

Fraud
62. In applying ISA 701,%8 in the Key Audit | . bl e oy 770(701) Aar LA line Gudas e .62
Matters section of the auditor’s report, the i s Ama ool ot ool B 5 amias
auditor shall use an appropriate subheading | 2% 02 fazbell Lt ]l soadl pud @ pusinn
that clearly describes that the matter relates | . iall slan, ¥ of zoo9: e Laolio Leyd Glgic
to fraud. (Ref: Para. A187-A192) (19211871 =l 341l 2=l)
Written Representations Lgasll olslay
63. The auditor shall obtain  written | .5 sy e 25K @lsld] e Joamy ol a2l e ey 63

(&) They acknowledge their responsibility
for the design, implementation, and
maintenance of internal control to
prevent or detect fraud and have

LIl LB caeins o p@dogus ond ()
a3 gy ABLAIS) of il aill Leguog Lduidaiy

64

66

68

ISA 701, paragraph 9

ISA 701, paragraph 10

ISA 701, paragraph 11

205 (y 30 dmige
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105,240 ((701) Zazl, Ll jlae

15,241 (701) Zaz L, Ll 5liae

63

65

67
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appropriately fulfilled those
responsibilities;

(b)  They have disclosed to the auditor the
results of management’s assessment
of the risk that the financial statements
may be materially misstated as a
result of fraud;

sl 315Y1 0t @l oo aa el Ismimdl a8 ()
Al S92 Sy AU @ilsall Can s Jloio|
¢ sall

(c) They have disclosed to the auditor
their knowledge of any fraud or
suspected fraud, including allegations
of fraud, affecting the entity involving:

L ol Gt gb e oo a2 ball lymimdl U3 (g)
AU Lo il dalanll @l 03 Loy« ik
o b Ayl B LI ()99 sLAILI e

® Management;

(i)  Employees who have significant
roles in internal control; or

G B Dlool Oslen cudll 0salisll  (2)
DR MES R EWEN]

(i)  Others where the fraud could
have an effect on the financial
statements; and

05 Of Jeixd bois (093] poleal  (3)
AW @slsall e 80 iald

(d) They have disclosed to the auditor
their knowledge of suspected fraud,
including allegations of fraud, affecting
the entity’s financial statements
communicated by employees, former
employees, analysts, regulators, or

Ly il Sl meale o a2 hall szl us - (3)
e 535 @ il dalall @elill ells 3
o Osabige Lae gl @I sLadeld AU @slsall
sl tagdass allali ol Osllme of Ggislu Ogalaga

others. ANt
Communications with Management and Those Sgalls (nalllg 8,1 a¥L JLas¥l
Charged with Governance
Communication with Management 8ylo¥l Jlaiyl

64. If the auditor identifies fraud or suspected
fraud, the auditor shall communicate these
matters, unless prohibited by law or
regulation, on a timely basis with the
appropriate level of management in order to
inform those with primary responsibility for
the prevention and detection of fraud of
matters relevant to their responsibilities.
(Ref: Para. A195—A196)

ol sl ol Aalai¥l Cimger Tglame clls oo J Lo .64

PN dude comid (it At ol Jik e 32T 15 azn L

SI¥1 oraldl dl cenlid) gl § ea¥l oda (e

o Ayl Adogudl Oglamty (o pMle] ot ccenlill

22 ) eeledoganes Auall 13 el 48LaIS s (il aie
(1961—1951 cn3,aall

Communication with Those Charged with
Governance

LaSynlly ud KLy S

65. Unless all of those charged with governance
are involved in managing the entity, if the
auditor identifies fraud or suspected fraud,
involving:

LAl 8510] & nSHlis aSomlly (nalSll par (S @Il 65
Lygte pit el ol Gie ¥l e an Ll 8ya3 13) il
Led

(&) Management;

D 0

(b) Employees who have significant roles
in internal control; or

5 G dea Dlsol Oslyn cudll Osalsll ()
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o ca st
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Others, except for matters that are
clearly inconsequential,

Aage Sl M L

@)

the auditor shall communicate these matters
with those charged with governance on a
timely basis. If the auditor identifies
suspected fraud involving management, the
auditor shall communicate the suspected
fraud with those charged with governance
and discuss with them the nature, timing,
and extent of audit procedures necessary to
complete the audit. Such communications
with those charged with governance are
required unless the communication is
prohibited by law or regulation. (Ref: Para.
A195 and A197-A199)

ikl 8ol (3 H9al oda (ye LY a2 LUl (e i
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Dolama cll3 (S5 o Lo LeSemlly cnalll po ¥ LasY)
—19715 1951 lyaall tanly) awSlsll of Aalas¥l Cizgay
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66.

The auditor shall communicate, unless
prohibited by law or regulation, with those
charged with governance any other matters
related to fraud that are, in the auditor's
judgment, relevant to the responsibilities of
those charged with governance. (Ref: Para.
A195 and A200)

ez @l of Aalai¥l iz gy Tyglamma U3 (S5 @I Lo
Sl 3lass 5551 el L Syl cnalSll $9] ax L
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Reporting to an Appropriate Authority Outside

LA z)ls Aas Aalus I oyl

the Entity
67. If the auditor identifies fraud or suspected | .5 dule cazmed ik et of Sk e az Ll 323 13) 67
fraud, the auditor shall determine whether .. T T,
law, regulation or relevant ethical | =" % el ldlazll g1 loll) ol Aalasdl waf 13] L
requirements: (Ref: Para. A201-A205) (2051-2011 & lyaall :a)) :aliall
(a) Require the auditor to report t0 an [ aas dlalud clls oo 5y8 of a2l o cadbas ()
appropriate authority outside the Sl s
entity. sldlg
(b)  Establish responsibilities or rights | Ul e 58 03 Bgas of cldosun ooras ()
under which reporting to an . I,
appropriate authority outside the entity | =52 ¢ s0adl Aalall g lall dbb & lezges
may be appropriate in the LA s dpine Alalud
circumstances.
Documentation Bgd!
68. In applying ISA 230, the auditor shall [ . ol 1l e o ©(230) Zazlll jliae Guos dic 68

include the following in the audit

documentation: (Ref: Para. A206)

(2061 8,8801 1)) s Lo Aam LA Jlac¥ dadss § cyasa)

(8 The matters discussed among the
engagement team regarding the
susceptibility of the entity’s financial

statements to material misstatement

Ll 35,8 sliacel o Leddlio @3 &I el 0
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ISA 230, Audit Documentation, paragraphs 8-11, A6—-A7 and Appendix
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due to fraud in accordance with
paragraph 29.

298,251 (389 (il oty a9l ciyymil]

(b) Key elements of the auditor’s
understanding in accordance with
paragraphs 31-36, the sources of
information from which the auditor’s
understanding was obtained and the
risk assessment procedures
performed.

—31 @aalllasy pa Ll od @ Baeessy)) ioliall (o)
J a2 b s g @1 ciloslall soliass 36
Laduais @3 (1 bl @uds olelialg 4ol

() The identified and assessed risks of
material misstatement due to fraud at
the financial statement level and at the
assertion level, and the rationale for the
significant judgments made.

o GGl can ragwl =il Jblee (7)

©loall Gstun e cbeansds @39 Lple Byadll

EPVNIA C A IPPPIRCATN: ) [JETCIWPREN|Y
a3l o3 &1

(d) If the auditor has concluded that the
presumption that a risk of material
misstatement due to fraud related to
revenue recognition is not applicable
in the circumstances of the
engagement, the reasons for that
conclusion.

)14533?321.@)5 Qi E"‘)'U legwumill (:)
bl glai Lad Gl cuwy Gragell casymedl]
O 13 LLa! Cagyls by 3 audas ¥ sl

(e) The results of audit procedures
performed to address the risks of
management override of controls, the
significant professional judgments
made, and the conclusions reached.

Ll i @ @ Ll olhla] s (a)
‘alS:-:z'b RHEN] ;;\3.;9 5la¥l jolzs Lbolis
o Gl il ity el @3 () dald) 2l

Lell sl

) Fraud or suspected fraud identified,
the results of audit procedures
performed, the significant professional
judgments made, and the conclusions
reached.

ele Capanll @3 &) it Al of il N ()
o Gl iy dladls) @3 (@l dald) 2 dl
Lel) Jmsl

(99 The matters related to fraud or
suspected fraud communicated with
management, those charged with
governance, regulatory and
enforcement authorities, and others,
including how management, and
where applicable, those charged with
governance have responded to the
matters.

el @3 1 il A of Laadl dalasll e (5)
olblaly LSe=lly callly 801 ) L
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el el

Application and Other Explanatory
Material

&3 W puwaidl gy dadatll 5ol

Responsibilities of the Auditor, Management
and Those Charged with Governance

eyl xSy 5,15915 a2 Al Slelapne

Responsibilities of the Auditor (Ref: Para. 2)

2 3).5.5_” E"b) c.a-bl/;vé./jj-«m

Considerations Specific to Public Sector Entities
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Al. The public sector auditor's responsibilities | slaz L alall gllaall & axbll Gldggus 0555 a3 11
relating to fraud may be a result of law, e Gt e Lo
regulation or other authority applicable to & A3l salgdl 51 sl ol Aalas¥l e At aally
public sector entities or separately covered | el Jobis @iy a3 of cplall gllaall mlids Jhe dagdasll
by the auditor's mandate. Consequently, the R L e L
public sector auditor’s responsibilities may shall gl &S 3 d > Sldpdl
not be limited to consideration of risks of | & a>l ! ©ldogus jazas ¥ uad dde Ly alyell

material misstatement of the financial | . :
. szt oyl Jbolse NESA] Lt e Lagtl
statements but may also include a broader | € ¥ =% Ahlee @ e plll gl

responsibility to consider risks of fraud. & sl ST Adgge Lyl et 8y 2 U ilsall

il blss
Key Concepts in this ISA BIFEISARV-RY PPN [POFAF1Y)
Characteristics of Fraud (Ref: Para. 5) (58,84l a2 ) sl pailias

A2.  Fraud, whether fraudulent financial reporting | Luts| of Lagdie Wl 10,85 0 §law o iall gsboty 210
or misappropriation of assets, involves [ . K5 Lesss ol adl Joudy
incentive or pressure to commit fraud, a | 2% o= LS bois ol 2dlss e dgee
perceivc_ad _opportunity to do so and some Jaall abaill ! JISCAT e SS9 Uy aliall
rationalization of the act.

salia|
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3521 0958 sy (UL Jao e (215,01 13T 39lixs 25iSl 3,8l itay Lontie G| IS5 Bysiato Bumyd lasas @
AL 3 Aias soun 4 gl dele Cuuy ol AaT pnge
A S i wple (oya5 Ay 3 i)

Examples:

° Incentive or pressure to commit fraudulent financial reporting may exist when management
is under pressure, from sources outside or inside the entity, to achieve an expected (and
perhaps unrealistic) earnings target or financial outcome—particularly when the
consequences to management for failing to meet financial goals can be significant. Similarly,
individuals may have an incentive to misappropriate assets—for example, because the
individuals are living beyond their means.
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o A perceived opportunity to commit fraud may exist when an individual believes controls can
be overridden, for example, because the individual is in a position of trust or has knowledge
of specific control deficiencies.

° Individuals may rationalize committing a fraudulent act as they may possess an attitude,
character or set of ethical values that allow them to knowingly and intentionally commit a
dishonest act. However, even otherwise honest individuals can commit fraud in an
environment that imposes sufficient pressure on them.

A3. Fraudulent financial reporting involves | 3Ly ucaie ciliyms e (tgdall JU joaull golary .3

intentional misstatements, including
omissions of amounts or disclosures in
financial statements, to deceive financial
statement users. It can be caused by the
efforts of management to manage earnings
to deceive financial statement users by
influencing their perceptions as to the
entity’s performance and profitability. Such
earnings management may start out with
small actions, or adjustment of assumptions,
and changes in judgments by management.

Jelatt AW @5lsall § olLias) of Al ,S3 Jlae| clUs
8)15¥ 5191 c¥glma U3 § sl 058G By Lo diiona
Pl o LI @slsall pusie Jabias poysy L)
Byl T a8y Lrazmsyg sLadll ela¥ @gdas e il
laidy cola Y 8 dsaad ol oy ol juaty 7 LY
535 ) adlonlly Logaall g355 udg 5yla¥l wlalea!
Sadiha Qo y,d5 die pamiy gl azel ) cild il sda

Pressures and incentives may lead these Srasx S
actions to increase to the extent that they
result in  material fraudulent financial
reporting.
salia|
Lgrall cuws grage S AW @ilsall caiyoes 33,k e (hgdie Jlo uya5 | 355 Biento cadlga 5yla¥l sl [

10 e dazall oY) qudand 332, of Goudl cladgny eligl)
il Julan) s 2ueal 3 plos LY paasn B)l5¥l ol @
‘SW d._’}ajul.adw_xﬂ CLJS’.W_LBJ.J?‘ ﬁL_{j L4
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Aellas sgus]

Examples:

o Management intentionally takes positions that lead to fraudulent financial reporting by
materially misstating the financial statements due to pressures to meet market expectations
or a desire to maximize compensation based on performance.

o Management reduces earnings by a material amount to minimize tax.

° Management inflates earnings to secure bank financing.
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o In the public sector, misreporting of revenues or underreporting of expenditures, especially
when such expenditures are subject to statutory limits.

A4. Fraudulent financial reporting may be i b sk e gl JW juadll piip s 4
accomplished by the following: ) )
. Manipulation, falsification (including | o (g5 cll3 3 L) @lase! uals of cuedlall °
forgery), or alteration of accounting | . Bl o 3 i .
records or supporting documentation | %<l GUsll o Loalzll cilradl § i
from which the financial statements AU @3lsal Lsolal e coael I
are prepared. i
° Misrepresentation in, or intentional [ 3 jcazll of 2 JUl @ilsall 3 alball olslay) °
omission from, the financial | = . C e
statements of events, transactions or | e Sloslas of 2dlslas ol Slaxl S5 Jlaz)
other significant information. AU @slsall § g5
° Intentional misapplication of the il U uanl Y ceasll Gedatl ¢ g °
applicable financial reporting | . . .. .
framework relating to amounts, | 2 oaall Adsbo ol agladll of AL 3la Lesd
classification, manner of presentation, zlady!
or disclosure.
A5.  Fraudulent financial reporting often involves | _sl> e 39l Lo (hgdall QU a0l gsbsy L Le 51

management override of controls that
otherwise may appear to be operating
effectively. Fraud can be committed by
management overriding controls using such
technigues as intentionally:

o Ll ell3 e Lagd g o8 a1 2,08,01 l9a¥ 5,153
85101 Holees ‘5'.’)]9 o vl LIS ISTRRET) Adelsy
ik Loy dee (ye aLBIE el plasial 418,11 AP

° Recording fictitious journal entries to

em‘gmm@gly}g 948 Jumud ®

manipulate operating results or e e e
achieve other objectives. >l Blaal guaxd of 4l sl
° Inappropriately adjusting assumptions 3 Toieradl Slalga¥l iy calal Y Jyiad °

and changing judgments used to
estimate account balances.

° Omitting, advancing or delaying
recognition in the financial statements
of events and transactions that have
occurred during the reporting period.

BAS M cdus @1 cdlelally &lusdl i ]
L) sl of aaas of (AW @ilsall (e yuyall

° Misstating  disclosures, including
omitting and obscuring disclosures,
required by the applicable financial
reporting framework, or disclosures
that are necessary to achieve fair

—x>9 s el ‘3 Lu ‘wa“g‘ u.:).'z‘i [ ]
i) QU i)l o) Lllazy 31 el Ly
Joladl (o yall 3amdd &y 9 pall cil>Lasdl ol

presentation.

° Concealing facts that_ could affect the slall § Al aldl UL e 4355 45 3lim slis) ®
amounts recorded in the financial A
statements. Adul
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° Engaging in complex transactions that
are structured to misrepresent the
financial  position or financial
performance of the entity.

oo Ll on Budas cdlas 3 Jes ol °
o JW S daas e Abglie Bgee @yl
Bladald JUWi o1

° Altering records and terms related to
transactions.

e elally Aalazll Lo, sdls cdludl a3 @

o Altering reports that would highlight
inappropriate activity or transactions.

6&{9.4'4_”‘[414«3{)? =3 -1 ‘_5"\.“ ).,.JLE_‘Z.“M o
Aalie pé clalae of daddl

° Taking advantage of inadequate
information processing controls in
information technology (IT)
applications, including controls over
and review of IT application event logs
(e.g., modifying the application logic,
or where users can access a common
database using generic access
identification, or modify access
identification, to conceal activity).

Axllae e AL clgsl Caays izl o
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AG.

Misappropriation of assets involves the theft
of an entity’s assets and is often perpetrated
by employees in relatively small and
immaterial amounts. However, it can also
involve management, who are usually better
positioned to disguise or conceal
misappropriations in ways that are difficult to
detect. In addition, misappropriation of
assets can involve third parties who are able
to exploit the entity’s assets in order to obtain
an unjust or illegal advantage.
Misappropriation of assets can be
accomplished in a variety of ways and is
often accompanied by false or misleading
records or documents in order to conceal the
fact that the assets are missing or have been
pledged without proper authorization.

4oy BLadll Josol @pue Jouadl (Mlisl Jada
209 Ayaen pby Lwd i dllay I § Osalsll
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Examples:

° Embezzling funds (e.g., misappropriating collections of accounts receivable or diverting
receipts in respect of written-off accounts to personal bank accounts).

° Theft of assets (e.g., stealing inventory for personal use, stealing scrap for resale, theft of
digital assets by exploiting a private key and in doing so allowing the perpetrator to control
the entity’s funds, theft of intellectual property by colluding with a competitor to disclose
technological data in return for payment).

° Causing an entity to pay for goods and services not received (e.g., payments to fictitious
suppliers, kickbacks paid by suppliers to the entity’s purchasing agents in return for
approving payment for inflated prices, or payments to fictitious employees).

° Using an entity’s assets for personal use (e.g., using the entity’s assets as collateral for a
personal loan or a loan to a related party).

Fraud or Suspected Fraud (Ref: Para. 7, 8 and 55— (58—55 .8 .7 wlyaall taly) Jiddl & of i)
58)

A7.  Audit evidence obtained when performing | ias we Le Jpamdl @ &l 2anlll Aol a5 08 71
risk assessment procedures and further (. = o ) L
audit procedures in accordance with this ISA ladg &Ll ez LUl wlelizly Sblall eanas wlelz)
may indicate the existence of fraud or ok A ol ik 3929 JI Ll 13
suspected fraud.
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Examples:

o When obtaining an understanding of the entity’s whistleblower program, the auditor
identified a tip submitted to the entity’s fraud reporting hotline which alleged that
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management had inflated earnings by entering into transactions with related parties which

lacked a business purpose.

o When performing further audit procedures to respond to assessed risks of material
misstatement due to fraud at the assertion level for inventory, the auditor obtained audit
evidence that indicated the possible misappropriation of products from the entity’s

warehouse by employees.

A8.

Audit procedures performed to comply with
other ISAs may also bring instances of fraud
or suspected fraud to the auditor’s attention
including, for example, those performed in
accordance with ISA 600 (Revised)’? when
responding to assessed risks of material
misstatement due to fraud arising from the
consolidation process.

LA adian @y @ Aanll Slelya) Loyl cals us
A ol Gt AL ) a2 Ll oLkl 6,581 Aaz L sulasy
o Il JUl s ey 8 Ly i
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A9.

The auditor may use automated tools and
techniques to perform audit procedures
related to identifying and assessing the risks
of material misstatement due to fraud or
when responding to assessed risks of
material misstatement due to fraud. This
may allow the auditor to evaluate large
amounts of data more easily to, for example,
provide deeper insights or identify unusual
trends, which enhances the ability of the
auditor to exercise professional skepticism
and more effectively challenge
management’s assertions. The auditor may
also use automated tools and techniques to
perform audit procedures related to journal
entry testing in a more efficient and effective
manner. However, the use of automated
tools and techniques does not replace the
need to maintain professional skepticism
and to exercise professional judgment
throughout the audit.
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A10.

For the purpose of this ISA, allegations of
fraud by another party involving the entity are
treated by the auditor as suspected fraud
once the allegations have come to the
auditor’s attention (e.g., identified as a result
of inquiries made by the auditor of
management, or when obtaining an
understanding of the entity’s whistleblower
program (or other program to report fraud)).
The party making the allegations may be
internal or external to the entity. Accordingly,

Bk Lanty @I pelill gz bl dalad lall e (2,4
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2 |SA 600 (Revised), Special Considerations—Audits of Group Financial Statements (Including the Work of Component Auditors),
paragraph 38(d)
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the auditor performs audit procedures in
accordance with paragraphs 55-58 to
address the suspected fraud.

—55 lyaallladg Aan e oilel ) an L disy cele g
5 il bt 215l 58

Al1l.

Even when an identified misstatement due to
fraud is not quantitatively material, it may be
qualitatively material depending on:

M@cdjﬂlﬁjéﬁl_@ﬁﬁloﬁme@}
RPN VYRR INT PHEREVR S VAT IRV VWS |
o U Lo e 5l 25 L)

(@ Who instigated or perpetrated the
fraud — an otherwise insignificant fraud
perpetrated by senior management, or
a public official is ordinarily considered
qualitatively material irrespective of
the amount involved. This may in turn
give rise to concerns about the
integrity of management responsible
for the entity’'s system of internal
control.

Giall dad — 4S5l ol Gl e (35> oo ga (1)
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(b) Why the fraud was perpetrated —
misstatements that are not material
quantitatively, either individually or in
the aggregate, may have been made
intentionally by management to
“manage” key performance indicators
in order to, for example, meet market
expectations, maximize compensation
based on performance, or comply with
the terms of debt covenants. In the
public sector, misstatements may
have been made intentionally by
management to achieve a surplus
when a deficit is prohibited by
legislation or to misreport expenses
incurred to avoid breaching statutory
limits.
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Inherent Limitations (Ref: Para. 10)
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Al2.

The risk of not detecting a material
misstatement resulting from fraud exists
because fraud may involve sophisticated
and carefully organized schemes designed
to conceal it, such as forgery, deliberate
failure to record transactions, or intentional
misrepresentations being made to the
auditor. Such attempts at concealment may
be even more difficult to detect when
accompanied by collusion. Collusion may
cause the auditor to believe that audit
evidence is persuasive when it is, in fact,
false. The auditor’s ability to detect a fraud
depends on factors such as the skillfulness
of the perpetrator, the frequency and extent
of manipulation, the degree of collusion
involved, the relative size of individual
amounts manipulated, and the seniority of
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those individuals involved. While the auditor | _aa, 4518 il QIS alaasll oyall wyass e
may be able to identify potential o R, i
opportunities for fraud to be perpetrated, it is | =45 Gl SFLall @ Slay=ill col 1] L yuoss ile
difficult for the auditor to determine whether | e Cuwy cdus 18 cdaulzll cilpaadll Jie calged
misstatements in areas requiring judgment —_—
. : s Kl
such as accounting estimates are caused by
fraud or error.
Professional Skepticism and Professional (13 5,880 a2 ,) b/ @Sty (g L)) e i
Judgment (Ref: Para. 13) ) )
Al3. 'ISQIM 17‘t1 redquires tthe firrrt1 to fdesi%?, aasad S (e 73(1) Bzl 8510¥ Jol Hlall callazy 13
implement and operate a system of quality [ L . .
management for audits of financial | Uk oat Lesd Al dls dipdaiy Bagal )l pllas
statements. The firm’s commitment to an | Jtas sl caSll o131 eeasy AU @Slgall dazlye
effective system of quality management | . . 1meall lllazll 3 .
underpins the requirement for the auditor to | *~* lens pr Ll e Ldg,all cldlaal Basnll 35153
exercise professional skepticism when [ alI¥! i aaly dan Ll Llsl duaws wie G Ll
performing the audit engagement. This Ll olls 8 Loy caolealle 2aSandl i s
commitment is recognized and reinforced in & 38 Loy Balially eSynll 055 § Sads
the governance and leadership component,
including a:
(@) Commitment to quality by the | e zslall zo Jie gl Sl 5503 Il 0
leadership of the firm, such as the tone v erie s o
at the top by leadership contributes to | @3- G S 281E5 & mena cLelall lszall
the firm's culture which in turn | wldssus (e 2SI e azlll axddy eus
supports and encourages the auditor . - it e
to focus on the  auditors AU lsall Bazr e sic all !
responsibilities relating to fraud in an
audit of financial statements.
(b)  Recognition that the resource needs | L sl oz 3)lsll oo cilabas¥l ol Blaedl (o)
are planned for, and resources are | . = . i K
obtained, allocated, or assigned in a | 2 Leasiss ol Lele Jsanl o2 351501 oy L
manner that is consistent with the | Jis Boszly caSll alA ae Gudy Loy lyapiass
firm’s commitment to quality, such as | . ol - .. bons
resources with the appropriate b abldly 28,1k Gl 2l
specialized knowledge and skills that | <lsly>| daws e Lgllas 0955 18 (&I 2wlil
may be needed when performing audit AL <51ai ! Zam s e il A lacll Zas | oLl
procedures related to fraud in an audit | W eslyall Az o ie 24l ezl
of financial statements.
Al4. ISQM 17 also explains that the quality Of | 5,545 2o Ll (e sl Ll 75(1) 852l 8)13) Jliae midge 141
professional judgments exercised by the firm a1 Lotic sl Lo 2l ] oY1 s
is likely to be enhanced when individuals | *02¥' ¢ Leaie Sl Leole Gl il sS85
making such judgments demonstrate an | adic e Jotdo Sslu ladga pKH1 clls Godseny cpdl!
attitude that includes an inquiring mind. Wlle

s clorill byl 5T 5581 ST Lyl 5] A @ilsill amd of danlro cilblasy] diss W lSall 5352l 5yls]" (1) B3gdl Byl5¥ Joull Slall 73
EEYN

7 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

3178,8a10 (1) Bagzdl yls] sl 7
% |SQM 1, paragraph A31
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Non-Compliance with Laws and Regulations (Ref:
Para. 14)

(14 8,240 :a21,) zlsllly dalsidlly o ;Y] sute

A15. The identification by the auditor of fraud or
suspected fraud affecting the entity that has
been perpetrated by a third party (see
paragraphs 18(a) and A22) may also give
rise to additional responsibilities for the
auditor in accordance with ISA 250
(Revised).

Sleal Tadg an bl e 2uls) cllogus Loyl Lads a3 151
b ol it Wl e dd T e (Siazll) (250) Zas ),
opaall Jlail) Sl Gyl LS SLAIl) e 55 i

(2215 ()18

e

A yuall ciloglall el § Lay BLadll ot & udl dlaadl Slile J) Jgansll (10 4) zjimn s &l iyl s (S
il ) o Gilad ! ¥ 311 0T bolaydl e Jggadl ey ddl sus ¢ il 2 id @b J) osil) dang dliall ol
Adall S bl les Aadasl alls

Glmead! oM BIAS | gy a LU ) @3 BLAILT (sd Sloglall 3aas e Aaladl 18,01 l90¥ @8 J| ol dic °

Example:

When obtaining an understanding of the entity’s general IT controls, the auditor was
informed of a cybersecurity breach involving unauthorized access by a third party to the
entity’s confidential customer files, including related banking information. After obtaining an
understanding of the suspected fraud, the engagement partner determined that the

cybersecurity breach likely violated local data protection laws.

Al16. Complying with the requirements of this ISA
may also fulfill certain applicable
requirements in ISA 250 (Revised).

Lot claghl ) Slall lda cldlazey oY1 go3, o3
(&azl) (250) dax L Hlas § Wadaie Bae ildlatey

161

LAl Leaguds @5 (20,401 (30 Ao gazme o a2 LUl cdyad lordl usl (g, 8 dladzms (e Jpolaall cullas | dpass e
Sl i 392y e s Qg lall ol am Ll sy Bl @slishl ] cuyasly Lladl 851590 b L lhas cls
55 8,5a11 Tady il 2 nd ) Jemgill arg A8l al3 1L Lo 03 &1 (9, l) (e Lilall 5y)0¥) 433150
£33 (Suzll) (250) Zax LUl slias cye (1)198,840 3 3ylsll bzl 2la) T T LK o8 @l e o a LU iz
oYL dalaall 448 all sl ol) BLALL Aallie At (e ALl 2olya) g AW @slgall e ozl 531 ax L

(&azll) (250) A L4 las e ()19 8,281 Tadg cll3g  A8Me o3 Cal, LU
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Example:

o When performing tests of details on a bank’s loan portfolio, the auditor identified a series of
loans to newly formed entities connected to senior management that lacked appropriate
documentation. The auditor determined the circumstances were indicative of fraudulent
approvals of loans by senior management to related parties. After obtaining an
understanding of the suspected fraud in accordance with paragraph 55, the auditor
concluded the understanding was also sufficient to meet the requirement in paragraph 19(a)
of ISA 250 (Revised). The auditor evaluated the possible effect on the financial statements
of the fine for the entity’s suspected violation of banking regulations regarding related-party
lending in accordance with paragraph 19(b) of ISA 250 (Revised).

Al17. Law, regulation, or relevant ethical
requirements may require the auditor to
perform additional procedures and take
further actions. For example, the
International Ethics Standards Board for
Accountants’ International Code of Ethics for
Professional Accountants (including
International Independence  Standards)
(IESBA Code) requires the auditor to take
steps to respond to identified or suspected
non-compliance with laws and regulations.”®

old Shadl sldall of sl of st il us A7
RERGIUKES PRARIES [ IRENE N TEE LY EANAR TR
wleo s G La) Crid] Grelzall 2l o)
Aot ulall e e polall (@dod! lazwd/
oy ol (dod! Bldl) Crelald 25l wlaly Jglud

U 77 diqu L? 4 ad) ji g soll gé\}_\.ﬂj

Relationship with Other ISAs (Ref: Para. 15)

(15 8,401 :a 1)) (5% plally a85Mal

A18. Appendix 5 identifies other ISAs that
address specific topics that reference fraud
or suspected fraud.

Slegige Jobils 651 mbas gueliedl Gl o=y 180

e Ak of aadl Ul ad als

Definitions (Ref: Para. 18)

(18 8,581 1) il yasl|

Relationship of Fraud with Corruption, Bribery and
Money Laundering (Ref: Para. 18(a))

()18 8,211 az ) Slsod i g Bade Sy SLawilly k)] 28)Me

A19. Depending on the nature and circumstances
of the entity, certain laws, regulations or
aspects of relevant ethical requirements
dealing with corruption, bribery or money
laundering may be relevant to the auditor’s
responsibilities to consider laws and
regulations in an audit of financial
statements in accordance with ISA 250
(Revised).80

o Aalai¥l (amy 9985 a8 BLEAL Cg,lag dads e 2Ly 190
@l 4SLadl aldball oo calszdl jan of (lsll
dagiye Jlgadl Jut of 59l of slually dalasll Alall
Lazlye i ilellly alas¥ll slelye (ye aa Ul Sliggaes

79 (&al]) (250) Aam LI leal Tasg UL @il gall

360 mudll (Joull glidl 77

Agagadl dppall ALl § datall (Adsadl IMEL pulae I3 3 Ley) credl Gamlmall Al iy gl Joull BLEkly o AN oy O

8 |ESBA Code, Section 360

80 |SA 250 (Revised), paragraphs 6 and A6
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A20. Corruption, bribery and money laundering | & s, mtll joum oo Jlodl g B9y llg sluwall dad 200
are forms of illegal or unethical acts. L. o e gt el
Corruption, bribery, and money laundering | J£9 354119 sLudll 058, a9 4B 22 5l dgilall
may be distinct concepts in law or regulation; | a8 LSy czlslll of dalas¥l § 855lete ualie Jlsaedl
however, they may also be fraudulent acts, e T
or may be carried out to facilitate or conceal LSl o3 8 51 e e Byplaia wléyias Lol

fraud. ailas) ol Jiadl Juud

:4ial

Sleasl ol clxill Bag (ads of Hlawdl 28,0 6,57 dudlin BlLT an 5)la¥ wlblss — i e gshaill sluall °
Saily (@l lantly cedls 61) Ludlll ildas I (0 loasedl ol cilmtill e Jgwazell 3 Gsetys ! (uidald
Wb lgall 81, 2083 cile gdiie ololy diad o3 ) bl j5Lall clhall puie alid e clellaally el Alec
(Fad Jae (61 0uais Lpz gy oy @ 950 hlLadul sgde alusiuly 5,531

Byla¥l Aa il gy Jguadl olis | clasy cnalsgll e cilial S18,10¥1 s ye — iadl slasy 594,11 .

28 sk Lle Jgvamdl @3 s @ man wlas dI cJlgel duniy cnabssll ool ol — iadl ! Jlgalll June .
ilsdg oed lidung elyde yalsl 13935 IS (ye (1 935eel) Apnng o1pd et ilegdie (dlis) Gs)bs (e Apallas

(GRS (P

Examples:

. Corruption involving fraud — Management colluded with other competing parties to raise
prices or lower the quality of goods or services for purchasers who wish to acquire products
or services through a bidding process (i.e., bid rigging). The bid rigging included monetary
payments by the designated winning bidder to colluding parties using fraudulent consulting
contracts for which no actual work took place.

. Bribery to conceal fraud — Management offered inducements to employees for concealing
the misappropriation of assets by management.

. Money laundering to facilitate fraud — An employee laundered money, to an offshore bank
account, that was illegally obtained from embezzling payments for fictitious purchases of
inventory through the creation of false purchase orders, supplier shipping documents, and
supplier invoices.

A21. While the auditor may identify or suspect | 544,11 o sluall Solg> e Byany ab anlll gl o> @ 211
corruption, bribery, or money laundering, as .. L ¢ .
with fraud, the auditor does not make legal cohadl e Jledl s LSl iy 13 o1 cJlgadl ek ]
determinations on whether such acts have | JLs¥l sia cof 13) L olan 26936 LT uny ¥ ails

actually occurred. 5 .
y Iad chus U3
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Third-Party Fraud (Ref: Para. 18(a))

()18 8,211 an ) 2L SLLYI o ik

third-party fraud may include:

A22. Fraud or suspected fraud committed against | sLaill us 485,53 il Jiall 4pd ol (iddl Bole Capmgy 221
the entity by parties external to the entity is e s L . s
generally described as third-party fraud. | S35 =8 28 LI o (i 4l Ll oa DL
Fraud as defined in paragraph 18(a) can | s aesis dyas de o(1)188,aal0 3 disyad o (]!
include an intentional act by a third party and, oL o e e e
accordingly, if an intentional act by a third | = =2 e Bpaill @i 3] ks Jlillyy 2l )b
party is identified or suspected that may | JI @os: 43 Les s oLiladl of S Ll lia o
have resulted in misappropriation of the . R R S & .

. ) . : L I sLaddl o edlis|
entity’'s assets or fraudulent financial o e wiw dle i sl 8 s w
reporting by the entity, the auditor performs | =55 <laall ladg dax Ul clelya| ax L) dasy sLadll
audit procedures in paragraphs 55-58. 58
A23. Parties external to the entity that may commit | ze 55 05 @l sladll mls oo BLLYI Joss a5 .23

) ), L)

o Related parties, where potential
opportunities  for  collusion  with
management, overly complex

transactions, or bias in the structure of
transactions may exist, as explained in
ISA 550.82

WUasizeo o yd Ao g3 B e A8 213 8], LY °

) gl ekl auaad 8oL of 8101 ae sbolgal)

bl ks Grss sa LS cdhalall JSia @
81,(550)

o Third parties with which the entity has
arelationship to support their business
model such as customers, suppliers,
service providers or other external
parties known to the entity. These
relationships may introduce the risk of
collusion with employees or others in
the entity to, for example, create
fictitious transactions to manipulate
financial results.

pedd Las olide sladeld (@ Al ol LY o
i ol (payell of edleall Jin Lllael 735
Hagpall 63 Amylidl QALY o il
Sblee claMall sda e Lo ady sladel
J515 Osleny (ren mane of Oralogll ae sbolgall
Hany cdlelan slady (JUL s e csLaall

AW ) § el (o3

o Third parties unknown to the entity
that may, for example, attempt to gain
unauthorized access to an entity’s IT
environment that affects financial
reporting or assets, or disrupts the
entity’s  business  operations or
financial reporting processes.

a3l sladel) ddgyall ne anlldl ol LY .
dl s 090 Jssesdl (JUL duse e cJoles
e 535 Lo SLAILL Lalsdl cilaglall 2aas dny
ldeall Jlasy of cJguadl ol AW yuylall sloe)

AW joaatt slaey Ll of sLadall 4, Lt

Fraud Risk Factors (Ref: Para. 18(b) and 38)

(38 ()18 (5,881 ) A s Lol

A24. The presence of fraud risk factors may affect
the auditor's assessment of inherent risk or
control risk. Fraud risk factors may:

sl aa LU s e ol Jhsd Jalse 3529 508 241

a3 il jhs Jalges 2800 s of 4L

o Be inherent risk factors, insofar as
they affect inherent risk, and may be
due to management bias. They may

Se 5 ol W (ol Jlazell Jolge (1685 L
Adg .E)b}” Al 0553 Adg “ajM‘U ).Ia_"x_”

82 |SA 550, Related Parties

205 oy 45 dmigo
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also arise from other identified
inherent risk factors (e.g., complexity
or uncertainty may Create
opportunities  that result in a
susceptibility to misstatement due to
fraud). When fraud risk factors are
inherent risk factors, the inherent risk
is assessed before consideration of

Sl dalse oo Layl giadl s alse Lass
doe o) Lele capatll @5 @1 581 I
355 Loyd uSTll aute of aaanll 3liey ud (JLal
Loy (Gidd) sy ciymmild o0l 2415 )
i e lasld dalge (il jlas Lelge 0555

A0 Sl 3 kil Jed s el as

controls.

o Relate to events or conditions that | allss 3535256 555 43 Bgyls of Slusly 3law .
may exist in the entity’s system of U e v (. .
internal control that provide an S Ruoyall s e 8 A1l 28

opportunity to commit fraud and are
relevant to the consideration of the
entity’s controls (i.e., related to control
risk), and may be an indicator that
other fraud risk factors are present.

Lol 8,01 ool 3 SLaslly Ao 15 wady i)
T30 00585 By (18,01 jlase, (3laws o) sLaALL
Sl Slasd 6,51 dalge 392 (e

A25.

While fraud risk factors may not necessarily
indicate the existence of fraud, they have
often been present in circumstances where
frauds have occurred and therefore may
indicate risks of material misstatement due
to fraud.

929 I S9mall 443 Y a8 aall Jlas Lslge of o2,
Lpd B> ) a9, lall § 839250 0585 Lo LLe Lplo o s
aymill Sblxe o9y d] add ub Lels clidy (sl

) i gra92])

251

A26.

Examples of fraud risk factors related to
fraudulent financial reporting and
misappropriation of assets are presented in
Appendix 1. These illustrative fraud risk
factors are classified based on the three
conditions that are, individually or in
combination, generally present when fraud
exists:

Gl pall Jlas Jelgal altal (e Jo¥l galll Jozda
@ A8y Jeuadl lisly isdall JW a0l slas
de piall s Jelgal e gl Akl sin Casias
Eacizma ol B3yate Bole uzgs G el AN ol

(P9 il g e

261

o An incentive or pressure to commit
fraud;

i) SIS Lgagall of adloul °

o A perceived opportunity to commit
fraud; and

‘ufu.a_” g_a\i")‘z(‘bw‘ ua).n_” [ ]

. An attitude or rationalization that
justifies the fraudulent action.

Sl panll $5ud 1 il of 2S5l Cadlsll .
okt e Aslail

Fraud risk factors reflective of an attitude that
permits rationalization of the fraudulent
action may not be susceptible to observation
by the auditor. Nevertheless, the auditor may
become aware of the existence of such
information through, for example, the
required understanding of the entity’s control
environment.8* Although the fraud risk
factors described in Appendix 1 cover a
broad range of situations that may be faced

4Soludl aBloll (Sl @I sl s dalge 055 39
WL pe it gl goboill Bpatll onm med (Gl
e 2 bl miay dad (elld aag e Ll L8 e AlasHlal)
I oo JEL i (de claglall clls Jie 5990 Alyo
of oo pislls BaLALl @ B0 ad Gllall wall
BGllas JoaT Jo¥) Gl & dssll il Jlas Jalse

84 |SA 315 (Revised 2019), paragraph 21
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by auditors, they are only examples and
other fraud risk factors may exist.

3p2a LT3 cOgaz LU Lz ls a3 (1 calsll oy Lals
el st 605l Jalge dogs aBg Al

Professional Skepticism (Ref: Para. 7, 19-22
and 55-58)

(58-55 .22-19 .7 &ulyaall iaz ) bl ladl aejs

may be indicative of fraud or suspected fraud
that affects the entity come to the auditor’'s
attention throughout the audit may vary.

A27. Maintaining professional skepticism | s Ul Jlsb gl cladl dep e blaxl Cdlax 271
throughout the audit involves an ongoing | . . i e . .
questioning of whether the information and Gl az Ll alsly Slaslall cuf 1) Lagd il all lSadll
audit evidence obtained suggests that a | . sl s Grase casymisgzgs (85 Lple Jguaztl @3
material misstatement due to fraud may | _ Cule et .
exist. It includes considering the reliability of Slaglall Je sleredll il e § Slasdl 2lis 2
the information intended to be used as audit | @5 &l 48,1 Slgaly Aas e 1ok Lalaseral pAad QI
evidence and identified controls in the | . st ot st ; .

Ll o SR HEN{EUNSAIY |
control activities component, if any, over its ) I ‘J: L8] OsSe & Lole 4yadd
preparation and maintenance. Due to the | «uidl! paibasd [lasg Legimg Sloglall clls slue) e
characteristics of fraud, the auditor’s PR TR I T . St e n ol

) o v - die Lols Laal I3 wal as | elddl aess ole
professional skepticism is particularly 2 bl id .fu
important when considering the risks of ) i a9l iyl bl § Ll
material misstatement due to fraud.

A28. The manner in which circumstances that | il cagLall, 2anl,ll Jlsbs axlll ole 2as)b calizsas 281

Gl S5 ke Aed ol G ds2g e [dge 0S5 a8
sLaall

BLadll e L350 (it Aol of ik o929 (e 1o 058G a8 (@l g lall (Liy cilaglas 4895 15 (31 Alezzll jolall o

2o AMe 39250 Ll e pa Ll sy (550) Aax L) 5lak (adg Aan e Silel i duais die (JUL Jotwo o) a2 L .

e Myaatlly Aensall s9ud oLy Matuns aams 2ol Ul 2zt slael dany Loaie (JUL Jow o) BaSexlly (52ISL .

(bl uand SLAIL 2T w5l ugas aie (JUL) Upws (Ae) 351531 °

Allaty 3lay Loyd Bgiadl JUne¥l ey 51,891 ¢ Vs dans Loie (JULI St o) 2ds |l B L Badag 3oL, 881 @

(ELadl) @ wlallel) (e LY malin I3 oo S 0uuas 3ok (e (JUL Juws (o) Ogalssll .

s 1 A 1) Ay 1) i ASTY) e slSadl JLag) oo e (JUEL) st o) 0pisball 0pilssll @

salial

(e e Lpe By)lo0¥ J mimss @ A8 3 83

(Balzall p2 5,581

N SANEHES R (EWEN]

Examples:

Possible sources that may provide information about circumstances that may be indicative of fraud
or suspected fraud that affects the entity include:

205 (y0 47 dmige
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The auditor (e.g., when performing audit procedures in accordance with ISA 550, the auditor
becomes aware of the existence of a related party relationship that management
intentionally did not disclose to the auditor).

Those charged with governance (e.g., when members of the audit committee conduct an
independent investigation of unusual journal entries and other adjustments).

Management (e.g., when evaluating the results of the entity’s risk assessment process).

Individuals within the internal audit function (e.g., when individuals conduct the annual

compliance procedures related to the entity’s system of internal control).

. An employee (e.g., by filing a tip using the entity’s whistleblower program).
. A former employee (e.g., by sending a complaint via electronic mail to the internal audit
function).

A29. Remaining alert for circumstances that may | 1,450 0sS5 18 &1 cag,lald Zam b1 Jlsk sLisYl ol 29
be indicative of fraud or suspected fraud ool ass ) TS s hE s of 5z
throughout the audit is important, including | ='*bz! 8 e A3 G ley ek Ao 51 i 2925 e
when performing audit procedures near the | 5925 Jlois! wie 2azlll ddoe Hlg w8 daxll
end of the audit when time pressures to . . T,
complete the audit engagement may exist, | ‘= des Ao 2ar LU LUl oo sl duies byt
For example, audit evidence may be | dax|l ddee Lle )8 Aaz e U1 e Jguamdl @iy 08
obtained near the end of the audit that may . e e eyl

. . L : Lo 461S) S5l s ud oYl

call into question the reliability of other audit j’l“ ‘Lﬁ': Lsua dy=> =¥ ”“':'m > MA’;
evidence obtained or cast doubt on the | KsSa ais a8 of Lple Jouasdl @3 G (5,531 dax L1 4o
integrity of management or those charged | .1 (i:ay 20Somll il of 5,0o¥1 daly J
with governance. Appendix 3 contains ) o 32{' o ? a’_ " T
examples of circumstances that may be | 2529 Je [dse 0555 a8 (&l dgylall Alial e 2dUI
indicative of fraud or suspected fraud. Sk B o ik

A30. As explained in ISA 220 (Revised),® | 585 (tuxll) (220) aazhll Jlae 3 poge 58 LS 300

conditions  inherent in some  audit
engagements can create pressures on the
engagement team that may impede the
appropriate  exercise of  professional
skepticism when designing and performing
audit procedures and evaluating audit
evidence. Paragraphs A35-A37 of ISA 220
(Revised) list examples of impediments to
the exercise of professional skepticism at the
engagement  level, unconscious  or
conscious biases that may affect the
engagement team’s professional judgments,
and actions that may be taken to mitigate
impediments to the exercise of professional
skepticism.

Logis (254508 Zam LU b (o LIl cag) Ll
el de i) Awlidl duoslall oye digad LLEYI 5)8 e
Aol sty ezl @lelyz] ddidy muesal die Gl
Laxll lae o 371-351 clyaall Ggimiy dax Ll
Aoy Auyles cligal Aliel dals e (uxll) (220)
e alpmdly calbladl gotuwe e gdl eladl
o) Al 8 e 135508 31 Bagunill ol Bagundll
oo caasill ladlesl iy 1B (@1 cldyadlly (Lol

RERUREIDA PSR D PORCAT FO9N

8  |SA 220 (Revised), paragraph A34
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salial

Llaall d> (e Laladl 3208 5)43 (e gl JSCa0 5,381 Liayd 1 5,00 12 B3ll bogaally colasll pue 3T @
sy e Trge cbladl o Jogdl ey il gl (Sl e 5l ccdg lall oda ol ads . Juzl) 543lls saiall
Ll 33,8 e a5 AT eliaels LLEYI (e Jogad| oy il Glanl uBy . i 2l sLas 8151 il (10 Aleta
Wgazll g)lall (lay AaSsally (ralSll ae Jiolyiy cpean Jelall coasall (o O il 81531 31,81 ae Jalal]
Aaz e Jozaell sl i3 § Loy ccobumally

laally cnabssll (amg 38l lls e lmadl (] dssmsll § bLadl 35,40 Glbsas 5)15¥1 Lanyd &I lBgall cals .
Aot 39 e Trdige (Lol (e Jspadl ey ald Gl @Sl e 2ly Bg,all sda ol 48y eanes cunslls
B LU 05T 09 Ly gy WU LoLipdl 30,8 Lol e Jgpadl eyl (39 e Bols clasy 31331 ol
Cagylall Ly 2aSyanlly cndlSl po Juo i Lot 03 Q1 i) s gl iyl ol Byladdl i Aaisl

Aam LA e Jazell aldl elld § Lay cosbuzally 2852zl

Examples:

. A lack of cooperation and undue time pressures imposed by management negatively
affected the engagement team’s ability to resolve a complex and contentious issue. These
circumstances were, based on the engagement partner’s professional judgment, indicative
of possible efforts by management to conceal fraud. The engagement partner involved more
experienced members of the engagement team to deal with members of management who
were difficult to interact with and communicated with those charged with governance as to
the nature of the challenging circumstances, including the possible effect on the audit.

. Impediments imposed by management created difficulties for the engagement team in
obtaining access to records, facilities, certain employees, customers, suppliers, and others.
These circumstances were, based on the engagement partner’s professional judgment,
indicative of possible efforts by management to conceal fraud. The engagement partner
reminded the engagement team not to be satisfied with audit evidence that was less than
persuasive when responding to assessed risks of material misstatement due to fraud and
communicated with those charged with governance as to the nature of the challenging
circumstances, including the possible effect on the audit.

A31. Cir:_cl;mstances ma;]y also be enlf:ounter(_eg P (s Slpa s 15 gl dzlge Ll ey a5 31
which may create threats to compliance with | _ . . o
relevant ethical requirements. ISA 220 Lz bl slae Gidloy Alall wls 4Slull wldlall,
(Revised)®® discusses that relevant ethical | =l a8l oldhatll of Dlae 87(&axll) (220)

requirements, for example the IESBA Code, R c - L.
may contain provisions regarding the gmd 8 il sl sbad ol gLl e AL

451 5,aall (&axll) (220) 2an bl Hlas ¥
8 |SA 220 (Revised), paragraph A45
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identification and evaluation of threats and
how they are to be dealt with.%°

44889 Leasgsy lagu @l e Bpailly Blati pogas (e

include inconsistencies both between the
different groups of individuals specified in
paragraph 21 (i.e., management, those
charged with governance, individuals within
the internal audit function, or others within
the entity) and among individuals within the
same group. For example, the auditor may
identify inconsistent responses among
different individuals within management.

@ Boaxll dalixl) L&Y wlegama o IS O p2)lad
s 31,881 ol 2aSelly cnalsll of 351091 (61) 21 5,441
513 Osleny ee pane ol Adslull Zaxll dagds
de ey Lewds Aegazmll Jals L1 g (3LALL
18T on 393,01 & paslad e ax ) Cayazy 08 JLl

Byla¥l U5l (alises

88 oo Jalall
A32. The auditor may also address the threat to | (sl ol0¥1 Guer @il dpa@ Loyl a2 LUl dalgy 03321
compliance with relevant ethical | = N L. .
requirements, such as the principle of | 24 dpb o alill e die Alall wls 281l
integrity, by communicating on a timely basis | L Lad &1 cag datly cowlidl cdgll § LaSeally cnalsl
with those charged with governance about | ... .~ . ... . . L 3
the circumstances giving rise to the threat. :UM G oaylad ol ddle AN ia ey a8y udl
This communication may include a | [awas,ls¥l dauss @Il lple Jgumsdl @3 &1 x|,
discussion about any inconsistencies in Lo
audit evidence obtained for which a e
satisfactory explanation has not been
provided by management.
Inconsistent Responses 293,01 o lad
A33. Inconsistent responses to inquiries may | c¥l> olluaidl e s9a,0l 3 oopladl Jody 48 .33

Conditions That Cause the Auditor to Believe That
a Record or Document May Not Be Authentic or
That the Terms in a Document Have Been Modified

Y id it of Se 0 slized) ) ax ] et JI ¥l

lebotai o5 5 Lo tiluo 3 Dbg s o 5T 4ud) s 13 55

A34. I1SA 500 requires the auditor to consider the

reliability of information intended to be used
as audit evidence when designing and
performing audit procedures. The reliability
of information intended to be used as audit
evidence deals with the degree to which the
auditor may depend on such information.
Authenticity is an attribute of the reliability of
information that the auditor may consider. In
doing so, the auditor may consider whether
the source actually generated or provided
the information, and was authorized to do so,

e § sl azlll (e 71(500) Aaz Al Hlas bz
U Lol piiad @l cloglall e sleze¥ 28]
Jolidiy Laduass dan | Glsla] cuas dic dazlp
U Lol piiad @l olaglall e sleze¥ 2i8)
s e a2l e deamll slaaedl g Aazlie
ke slere¥l 45l wlow o] (2 &dlaally.ilaglall
a8l alall ey anll Led Jlaiy a3 ) cileglall
9 Sloslall Ladl (ye 58 susall OE 13] Lagd ax L) Lo

34

e sl Zliadly ALl 3o aSTs Aaldl glues oY) ety Jaadly Aalanadly ol ool (e Joad) Bl (e 17113059 1/111 s l5,aal1 cdlass
e deall bgi s dalge i G (@M gl e Joall Rl Apnse 4l 59ay Al p3leed 2al Al of Jodl Bl 00 15 1/111 5,851 s e59 s Al
slagll pang Adgdaill 2 lly il plaallTadg g oy oIS ddis Lyl Sy ey Jeall T Jodl BLE) (o 35 1/113 5,811 iy 13 8315
Lot sl oo Byl Lslas @1 Togiiiall e Saall iy 1Sl oldogad | s
% Paragraphs R111.1 and R113.1 of the IESBA Code require the accountant to be straightforward and diligent when complying
with the principles of integrity, and professional competence and due care, respectively. Paragraph 111.1A1 of the IESBA Code
explains that integrity involves having the strength of character to act appropriately, even when facing pressure to do otherwise.
Paragraph 113.1 A3 of the IESBA Code explains that acting diligently also encompasses performing an assignment carefully

and thoroughly in accordance with applicable technical and professional standards. These ethical responsibilities are required
irrespective of the pressures being imposed, explicitly or implicitly, by management.

9 |SA 500, Audit Evidence, paragraph 7
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75,840« dan [l 257" (500) Aam oLl slae

88

91

Oslzelly e eld Aangaad) Al Az )3



(&ozell) 240 dan L) Hlae

and the information has not been

inappropriately altered.

o 13) Lagdy Uiy ) a0 cJaally Loud
Led el w2y o] iloglal)

A35.

Audit procedures performed in accordance
with ISA 500, this or other ISAs, or
information from other sources, may bring to
the auditor’s attention conditions that cause
the auditor to believe that a record or
document may not be authentic or that terms
in a document have been modified but not
disclosed to the auditor. The auditor is not,
however, required to perform procedures
that are specifically designed to identify
conditions that indicate that a record or
document may not be authentic or that terms
in a document have been modified.
Paragraph 22 applies if the auditor identifies
such conditions during the course of the
audit.

Sleal Tady ladian @ @ 2oz Ll clelya) cuals a3
Lar bl ulae ol Slall 13 Lady 1 +(500) aanyll
dl a2 LU oLl 638 saliall (e claglall ol (s,5%)
15 09 Y B Tuiiune of Szae o slaze¥! Il sgeus o3>
093 5809 Ldyad (03 08 Lo wians (§ (o, o ol udloiaa
s I3 wy caz LU e cany Yy .l e A 7 Ladyl
J) s G el e G paill lapas Aaasme Silely2
of ol Alugas ald (68 Y U ciluidus 9l ez o
130 22 8,811 abaisy Lbotad @3 15 Lo ol diiue § Uogyit

LU e P ¥l el e an L Coya
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salia|
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Examples:
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Conditions that, if identified, may cause the auditor to believe that a record or document is not
authentic or that terms in a document have been modified but not disclosed to the auditor include:

Unexplained alterations to documents received from external sources.
Serial numbers used out of sequence or duplicated.
Addresses and logos not as expected.

Document style different to others of the same type from the same source (e.g., changes in
fonts and formatting).

Information that would be expected to be included is absent.
Invoice references or descriptors that differ from other invoices received from the entity.

Unusual terms of trade, such as unusual prices, interest rates, guarantees and repayment
terms (e.g., purchase costs that appear unreasonable for the goods or services being
charged for).

Information that appears implausible or inconsistent with the auditor’s understanding and

knowledge.

o A change from authorized signatory.

. Electronic documents with a last edited date that is after the date they were represented as
finalized.

A36. When conditions are identified that cause the | Sew ol slaze¥! ) a2 Ll seas ¥l e yaill e 361
auditor to believe that a record or document | Tl o] 2| 15 1Sy 15 e T .
may not be authentic or that terms in a | = 3Har4 Ol sl 4dluas 3058 Y b e il 5|
document have been modified but not | (eddazs . cls e dzLaddl 0os (g lbuad @3 s b
disclosed to the auditor, possible additional Y et <t 2l ileiall 5sldl 3 .
audit procedures to investigate further may Jod Ladidis o P 3B Aar U el
include: (&=l oo do3ll aLial!
° Inquiries of management or others | Usls (381 5L,831 of 8l0¥1 e luar] .
within the entity. sl

° Confirming directly with the third party. Ll b e 8y sl A85Lall °

° Using the work of an expert to il Adlas @9atd g Jos alasial °
evaluate the document’s authenticity.

° Using automated tools and | olaas Jdie Y Cllallly Slaadl alusiul °
techniques, such as document . -

S S . i) (olaad 4.l
authenticity or integrity technology, to siid cSlaiudl 22k ol 3dlias oo panl
evaluate the authenticity of the record il ol Joeadl 48l e
or document.

A37. When the results of the additional audit | ..c J] 5.l daxll clehs] @l add e 370
procedures indicate that a record or I R 5|
document is not authentic or that the terms | = /‘3 94l pedd I ol ile 5l Joeas 2Bl
in a document have been modified, the e Tiiga dad Cag Jall ells o e LA sty 13 ol iiad
auditor may  determine that the
circumstances are indicative of fraud or
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suspected fraud and, accordingly, performs
audit procedures in accordance with
paragraphs 55-58.

Lo lye clelya] am U] daiy cdule 2lug ik 2 of it
5855 l,aall lagy

Engagement Resources (Ref: Para. 23)

(23 58,5801 1) L3I 3194

involvement of individuals with specialized
skills or knowledge, such as forensic and
other experts when determined to be
necessary or the involvement of more
experienced individuals, may vary based on
the nature and circumstances of the audit
engagement.

A38. ISA 220 (Revised)* explains that the | ol all dyuxs o P(Gaxll) (220) 2az Ll jlas zisse 38
engagement partner's determination of . e et Lyl ]
whether additional engagement level | @== dlasl> Ala oS 13 W blsdl e Jogudl
resources are required to be assigned to the | ,ai sa LLadl gial LLEYI Gsiwe e 2dLs) 35050
engagement team is a matter of professional | . i ke s e . .
judgment and is influenced by the nature and bl L) by olls il gl @S2l ey
circumstances of the audit engagement, | +Lsl lid 18 0585 Lasy wlnsd &l Bleln o cddglag
taking into account any changes that may Lyl

. . Loloy

have arisen during the engagement.

A39. The nature, timing, and extent of the | «ilay ggaieny cuddl oL8Y1 I dauls oulis a8 391

A panty (bl slasdl Jie damsie ddpaa
Bz ASYL oY a) ol s ) Aslxdl wass
Loyl Aagds e 2l colioy Iy s cagdes CU1iS)
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saliel
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% |SA 220 (Revised), paragraph A77
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Examples:

o The entity is investigating fraud or suspected fraud that may have a material effect on the
financial statements (e.g., when it involves senior management). An individual with forensic
skills may assist in planning and performing audit procedures as it relates to the specific
audit area where the fraud or suspected fraud was identified.

. The entity is undergoing an investigation by an authority outside the entity for fraud or
suspected fraud, or for instances of hon-compliance or suspected non-compliance with laws
and regulations (e.g., materially misstated tax provision related to tax evasion and materially
misstated revenues due to such revenues being generated from illegal activities facilitated
through money laundering). Tax and anti-money laundering experts may assist with
identifying those fraudulent aspects of the non-compliance or suspected non-compliance
that may have a financial statement impact.

. The complexity of the entity’s organizational structure and related party relationships,
including the creation or existence of special purpose entities, may present an opportunity
for management to misrepresent the financial position or financial performance of the entity.
For example, an expert in taxation law may assist in understanding the business purpose
and activities or business units within complex organizations, including how its structure for
tax purposes may be different from its operating structure.

. The complexity of the industry or regulatory environment in which the entity operates may
present an opportunity or pressure for management to engage in fraudulent financial
reporting. For example, an individual specializing in fraud schemes in specific emerging
markets may assist in identifying fraud risk factors or where the financial statements may be
susceptible to risks of material misstatement due to fraud.

. The use of complex financial instruments or other complex financing arrangements may
present an opportunity to inadequately disclose the risks and nature of complex structured
products. For example, a valuation expert may assist in understanding the product’s
structure, purpose, underlying assets, and market conditions, which may highlight fraud risk
factors such as discrepancies between market conditions and the valuation of the structured
product.
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A40. Forensic skills, in the context of an audit of | aJu| @9l axlye Bl @ Asbimtl ShLAl pazms 18

financial  statements, may combine

accounting, auditing and investigative skills, | < G#3 p2 285 .lly Aaz Ll dulll llia e
Such skills may be applied in an | slaidl dawlell oxadl o Gl e @bl

investigation and evaluation of an entity’s
accounting records to obtain possible

evidence of fraudulent financial reporting or | <lely>! dabw we o (Jguadl LMlisl of Jigdall
misappropriation of assets, or in performing Bl bl alusial Lol delay a8y anldl

audit procedures. The use of forensic skills

may also assist the auditor in evaluating | <!ss¥ &\5¥1 e 39laxs Jlia OE 13] L @usa5 & az Il

whether there is management override of
controls or intentional management bias in
financial reporting.
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Examples:
Forensic skills may include specialized skills or knowledge in:
. Identifying and evaluating fraud risk factors.

. Identifying and assessing the risks of material misstatement due to fraud.

fraud.

. Assessing the authenticity of information intended to be used as audit evidence.

. Evaluating the effectiveness of controls implemented by management to prevent or detect
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. Gathering, analyzing, and evaluating information or data using automated tools and
techniques to identify links, patterns, or trends that may be indicative of fraud or suspected
fraud.

. Applying knowledge in fraud schemes, and techniques for interviews, information gathering

and data analytics, in the detection of fraud.

. Interviewing techniques used in discussing sensitive matters with management and those

charged with governance.

. Analyzing financial and non-financial information by using automated tools and techniques
to look for inconsistencies, unusual patterns, or anomalies that may indicate intentional
management bias or that may be the result of management override of controls.

A41.

In determining whether the engagement
team has the appropriate competence and
capabilities, the engagement partner may
consider matters such as expertise in IT
systems or IT applications used by the entity
or automated tools or techniques that are to
be used by the engagement team in planning
and performing the audit (e.g., when testing
a high volume of journal entries and other
adjustments when responding to the risks
related to management override of controls).

e laSIL Jamy bladl Gad oF 13) Lo sy e
LLaYI (e Jogaedl iy dd) Jlay w8 dwlidl wlyually
aas slagdas of cloglall 2as elas 35l Jie 9el
el of clga¥ll ol BLAAL! Lanziud &) Slaglall
Llsdl we Lo 3y Ledsiuw G 4
S @S sl sie (JUL Ju o) laduassg 2ol
shbeall aylanadl die 65381 caanlly s gull 5948 (10

(38,00 o ga¥ Bl ¥ 39leny (3lass &)

A1

A42.

In determining whether the members of the
engagement team collectively have the
appropriate competence and capabilities to
respond to identified risks of material
misstatement due to fraud, the engagement
partner may consider, for example:

Oslazmy Ll 31,9 slacl oK 13 Lo dyass wic
bl Glerad bl alyually GlelaSIb nacize
B lple Bpanll @3 S ) s Sra9ad! iyl
Lesd (JUL Jaoe e+l e Sl eyl sy
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421

o Assigning additional individuals with
specialized skills or knowledge, such
as forensic and other experts;

Wyae ol Shleor Ogatens (rdls] 13T (s °
9l fpants ol ¢l (Aninsie

o Changing the composition of the
engagement team to include more
experienced individuals; or

Sy 8TTs0a0 Jedd LLadl 5,8 L&AT il .

ol

o Assigning more experienced
members of the engagement team to
conduct certain audit procedures for
those specific audit areas that require
significant auditor attention, including
to make inquiries of management and,
when appropriate in the
circumstances, those charged with
governance related to those specific
audit areas.

Ll 35,8 3 5as ASY clad¥l jagass °

Al padey Legd A 2axlw clelyaly alall

Lolazal cdlazs Gl 2ozl § Zoladl ¥zl

By13Y (e sluaraadl 3 § Loy bl e TS

aslall Caglall Ul § Tsslio 3 (36, Lantics

& Lol ¥l ells (e AaSally il ya
Aaxl Ll

205 (ye 56 dmiso

Oslzelly e eld Aangaad) Al Az )3




(&ozell) 240 dan L) Hlae

management oversight).

Engagement Performance (Ref: Para. 24 and (29 24 syl ly) Lol duais

29)

A43. Dfefhending'ton the naturetant?1 circumstancest T Joidy 18 dax Ll blayl dg)lag anb (e sl 431
of the audit engagement, the engagemen o o T
partner’s approach to direction, supervision By 4 sally Blats Lagd L (e J gl el il
and review may include increasing the extent | Ll 3,8 wlidlie Jureg gue 3obj e (ax=ally
and frequency of the engagement team DN e it Al et e sl e gL .
discussions. It may be beneficial to hold LU gyl Bdla] alidlio wie duall go 055 48
additional engagement team discussions | w8 Les SLadll (e )il Cagyls of eilusT 9589 e 2Ly
based on the occurrence of events or L . .

. . . 5ol ¢ s > | I L«J
conditions that have impacted the entity, A5 5l B A slad alse e Bpall § el
which may identify new, or provide additional | skil) dslall (iall jhs Jalse e 4dls) loglas
information about existing, fraud risk factors ol s Lelesd 2lial SIS Jd1 el
(see Appendix 1 for examples of fraud risk (sl s dalsad e g y
factors).

s4ial

Al LAkl Abaad! dpuadl slasaal) (olassl (JUL do (o) elo¥1 ol Jlas¥l blag § dualall oyl °

(psald Lpe mumall 7 L1 colbigune aamet 3,581 oo (510 Ladiall sy Low oliazs ) Lo, Jal)

Loo «gar Ll Juo U0 pads @uus 9 JUI ypak) &llazeel (JEL Jotae ) 3Ladall L) 351091 § Badgall ye ol il °

(Leladl 1591 oo L8, 01 i Tkas il QIS B35l oo 8 oo 3! cnalogal) 2 )6 iy
Examples:
. Sudden changes in business activity or performance (e.g., decrease in operating cashflows

of an entity arising from economic conditions resulting in increased pressure internally by
management to meet publicly disclosed earnings targets).

. Unexpected changes in the senior management of the entity (e.g., the chief financial officer
resigns, with no explanation given for the sudden departure, providing an opportunity for
other employees in the treasury department to commit fraud given the lack of senior

Ongoing Nature of Communications with
Management and Those Charged with
Governance (Ref: Para. 25)

aSplly A Lls 5531 po SLaTYI § Ayl poiad] Aasdo
(25 E).a.aJl c_'>b)

A44. Robust two-way communication between
management or those charged with
governance and the auditor assists in

il ol 8ylsyl o Jolall geall JLar¥l acluy 440

Gragadl casyzill jbolxe (e Bpaill G ax iy AaSolly

identifying and assessing the risks of Losdsy Guad) couy
material misstatement due to fraud.
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A45. The extent of the auditor's communications | a.Sy=ll, cnalSlls 5,591 ae an ol c¥lasl ue daiay 451
with management and those charged with e e
governance depends on the fraud-related | ¢ baxly SLAdll chg)loy (idlly dalasll Gila=ll e
facts and circumstances of the entity, as well | Ladais @3 &1 Giall 2alaall Zas Ul ool ] 3 auadll
as the progress and outcome of the fraud- i . I
related audit procedures performed in the Lemilip faz LU LLGI S
audit engagement.

A46. The appropriate timing of the | aical o e 2ly eV AW bl codell Calizy ud 460
communications may vary dependingonthe G -
significance and nature of the fraud-related | & 2358 Slisatlly (ially Zaladll eadl Zaydey
matters and the expected action(s) to be AaSyolly 928U of 8yl¥ Laisexi
taken by management or those charged with
governance.
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Examples:
o Making the required inquiries of management and those charged with governance about

matters referred to in paragraphs 32(b)-32(c) and 33(b) as early as possible in the audit
engagement, for example, as part of the auditor's communications regarding planning
matters.

When ISA 701 applies, the auditor may communicate preliminary views about key audit
matters related to fraud when discussing the planned scope and timing of the audit.

Having specific discussions with management and those charged with governance as
relevant audit evidence is obtained relating to the auditor's evaluation of each of the
components of the entity’s system of internal control and assessment of the risks of material
misstatement due to fraud. These discussions may form part of the auditor's
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communications on significant findings from the audit.

. Communicating, on a timely basis in accordance with ISA 265, significant deficiencies in
internal control (including those that are relevant to the prevention or detection of fraud) with
the appropriate level(s) of management and those charged with governance may allow them
to take necessary and timely remedial actions.

Assigning Appropriate Member(s) within the
Engagement Team with the Responsibility to
Communicate with Management and Those
Charged with Governance

Jbai¥l ddssues LLiYI G345 o pecolid] e Lac¥] i flSG
oSyl (nil&lls 5,10 YL

A47. ISA 220 (Revised)® deals with the | la)l 2dgsudl 9(Gaxll) (220) danlll jlas Joliiy 471
engagement partner's overall responsibility i o . ol . L.
with respect to engagement resources and LU lger Glan Led LLINI e Jopadl! 2l id]
engagement performance. Due to the nature | aoles cdiwlusy iadl Zagdad Tlasy .sdsaus
and sensitivity of fraud, particularly those | =~ .. ... . e
involving senior management, assigning | %= & < Absgie Llall 591 0555 Y Ssly=]
tasks or actions to appropriately skilled or | sl cuddl LU 35,8 slacl J) lspuadl of sl
suitably experienced members of the | . . . R

. . adlls meezads Al clpasdl of A ol

engagement team and providing appropriate d““ﬁ .‘.543 e sl ol s bl
levels of direction, supervision, and review of | Les hel Lasl dad corwlill Huall seos pamds pele
their work is also important for the required fo Lkl 10 (a0 Loallall Las¥l sliol olosal
communications in accordance with this ISA. 2 Dl 1 ] 0 . ‘R’u )
This includes involving appropriately skilled | <bldl osbazs Guddl LU 358 clacl I4] 1da
or suitably experienced members of the | azi,:11 .8 o PLY e Bl Slasdl o Ll
engagement team when communicating i ' ) L
matters related to fraud with management AeSymelly el 8,531 J) aally
and those charged with governance.

A48. ISA 220 (Revised)!® deals with the | ol 4l 4g5ue (Euxll) (220) daxl,l) sl Jolidy 481

engagement partner’s responsibility to make
members of the engagement team aware of
the relevant ethical requirements. For
example, the IESBA Code requires
compliance with the principle of integrity,
which involves standing one’s ground when
confronted by dilemmas and difficult
situations; or challenging others as and
when circumstances warrant in a manner
appropriate to the circumstances. It is
important, especially for those members of
the engagement team who will be engaging
with management and those charged with
governance about matters related to fraud,
to consider the content of the
communications and the manner in which
such communications are to be conducted.
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bty JULl dats ey aliall cld a8l eldlaally
Ealil Tay AN Bl Glaly elelud Joudl 3Ll
adlelly canall Azlgn wie ol ‘a}l.zﬂg L“5.3_Il
dagyhy Cagylall ces LS 0,3 uadl ol t2aiall
Bord slac Aolisg (el (o Aaslall g lall Clis
Ol LeSymelly (nallly 8,5¥) ae Oglorsus gl LY
Ay lally o Las¥l G gasin Blelpa ¢ yially Aalazll 5ol

PPCINEL

% |SA 265, Communicating Deficiencies in Internal Control to Those Charged with Governance and Management
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% |SA 220 (Revised), paragraphs 25-34
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Risk Assessment Procedures and Related
Activities (Ref: Para. 26)

(26 5,aall ?‘)) Le 4alacl! Mab)bba“ Y] Slelpe]

A49. As explained in ISA 315 (Revised 2019),192
obtaining an understanding of the entity and
its environment, the applicable financial
reporting framework and the entity’s system
of internal control is a dynamic and iterative
process of gathering, updating and
analyzing information and continues
throughout the audit. Therefore, the auditor’s
expectations with respect to risks of material
misstatements due to fraud may change as
new information is obtained.

ple @ @uxll) (315) aaxbll slas § oge 32 LS 49
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Information from Other Sources (Ref: Para. 27)

(27 82801 a21y) Y olall o cloglel]

A50. Information obtained from other sources in
accordance with paragraphs 15-16 of ISA
315 (Revised 2019) may be relevant to the
identification of fraud risk factors by
providing information and insights about:

&3 slan o Lele Jgsazl @y @l loglall 05508 50
& Sazll) (315) Zaz Ul liae (e 16-15 s 541 Lady
o ol s lge (de dpailly Ao 13 (2019 ale

i Lo ol 309 Solaslas Adss 3oyl

o The entity and the industry in which
the entity operates and its related
business risks, which may create
pressures on the organization to meet
targeted financial results.

Jlee¥ Jbliag Lpd Jead &I delivally sLaAL .
Sl e Togis 3l a8 Lo ol dalasl
Aol I ) gaam) glaisl)

o Management’s commitment to
integrity and ethical values.

AN 0allg Al 8,5¥1 o150 °

[ Management’s commitment to remedy
known significant deficiencies in
internal control on a timely basis.

NUNE(OER I EWESINERER (B

o Complexity in the application of the
applicable financial reporting
framework due to the nature and
circumstances of the entity that may
create opportunities for management
to perpetrate and conceal fraudulent
financial activity.

iy Geatll JW pya3dl s gadas 3 uaasd] °
510 Loy 3Ly 8 Lo Ldg g sLaill Zasls
Lelasly s (e Bglaia 2lle Aa il QIS5

A51. In conducting an initial audit engagement in
accordance with ISA 510,% in some
circumstances, subject to law, regulation or
relevant ethical requirements, the proposed
successor auditor may request the
predecessor auditor to provide information
regarding identified or suspected fraud.

Lzl jlal (adg 50 Jo¥ dazlie bloyl alall e 511
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102 |SA 315 (Revised 2019), paragraph A48

104 1SA 510, Initial Audit Engagements—Opening Balances
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Such information may give an indication of
the presence of fraud risk factors or may give
an indication of fraud or suspected fraud.

siall Jlasd Jalse 3529 e Tid5e loglall s Jaas
S B o i 3929 e 1850 JasT ud

Retrospective Review of the Outcome of Previous
Accounting Estimates (Ref: Para. 28)

5,24l ia ) 4 L] dpaolel | o lyptdih] @ili) oy 3yl
(28

A52. The purpose of performing a retrospective
review of management’s judgments and
assumptions related to accounting estimates
reflected in the financial statements of a
previous period is to evaluate whether there
is an indication of a possible bias on the part
of management. It is not intended to call into
question the auditor's judgments about
previous period accounting estimates that
were appropriate based on information
available at the time they were made.

B wlslea¥ azy il paxd sl oo oayall 52
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Engagement Team Discussion (Ref: Para. 29)
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A53. As explained in ISA 220 (Revised),'% the | ;s 105 (&uxll) (220) Zaxlll las 3 zose sa LS 53
engagement partner is responsible for e . .t .
creating an environment that emphasizes | > % 31 0= Josus LY e dogull 2,4
the importance of open and robust [ Lisdl g8 Jsls slelly moall JLas¥) duwal e
communication within the engagement | T T
team. The engagement team discussion | &* 240! v ‘L:"“ LUl Gyd Slasle oSeis
enables the engagement team members to | ¢ 4 Osaieis Lo J] Tabidu) cewlidl @3l § 55,1 Jals
share insights in a timely manner based on | . SN . v i s L

. . i AW <slgall s S olan ol 4 ol
their skills, knowledge and experience about | ~ Ryl o2yl B Ol Slady 38,009 Sl
how and where the financial statements may | sda Jdis abdlsey piddl cauw Gragell iyl
be susceptible to material misstatement due iyl
to fraud. -
A54, II(ndivildL:jaIs who hhave ?pecia!ized 3ki|lsthor Wyas ol ahlpe osliey cpddl sL8Y1 Bges @i a8 54]
nowledge, such as forensic and other . L ) L .
experts, may be invited to attend the owan) cpanty bl bl Ui iasasis
engagement team discussion to provide [ alls Jo> secl 65y @eaas due LLYI 5,8 culadlie
deeper insights about the susceptibility of the et r - o
entity’s financial statements to material | == S N
misstatement due to fraud. The involvement | ¢sSlies cuddl 31,831 cilealuws eIy i) @d ABg il
and contributions of individuals with | . R L. - :
- . ALl s laa ) Laynseio 4 (]
specialized skills or knowledge may elevate | "= kol 20 5l bl
the quality of the discussion taking place.
A55. The exchange of ideas may serve to inform Ol gz loeld Jo¥1 sgintll 3685 3 HIK8Y1 Jol gy a8 551

the auditor’s initial perspective about the
tone at the top. The conversation may
include a discussion about the actions and
behaviors of management and those
charged with governance, including whether
there are clear and consistent actions and
communications about integrity and ethical
behavior at all levels within the entity.
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106 |SA 220 (Revised), paragraph 14
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A56. The following approaches may be useful to Y Jols puasd Busas 4sYl zalll (sS5 08 561
facilitate the exchange of ideas:
° ‘What-if' scenarios — these may be | g5 w8 — (5 13ks) AualAs¥l mlagsluwl °
helpful when discussing whether | . ., (e e .

. - & 2y colS | il 5
certain events or conditions create an 5‘; ‘J’fn sy 13 Lo Addlie s Sude
environment at the entity where one or | of a9 15,8 mies sLadLI Us-1s 2y 3lss a9 lall
more individuals among management, [ eSenll cnalSll of 5u1s3] 5181 crs cn AST
those charged with governance, or | ° sl Cadlll ol 213 ")ﬁ O o ST
employees have the incentive or | @S5Y (his coxi peand of dadls culolall
pressure to commit fraud, a perceived |, ALl 55ente Bmpd ) 3l of (il
opportunity to do so and some | ] e
rationalization of the act, and if so, | e Jie 3929 Jl> ds cJaall Uil Ty
how the fraud may occur. il By OF Sy a8 Sl gl

° Automated tools and techniques — [ el ﬁ_x.',_:_w} TR TN Y R (75 PRREA PR °

these may be used to support the | ... ... e (s

. . b LU Qslgall 2 s %!
discussion about the susceptibility of | *=F 2 wlsall ooy s> 4
the entity’s financial statements to | JUll Juw ey iddl o Gragzdl byymerll
material misstatement due to fraud. | . - ¢ ¢ T

11 e ) 2JY1 oLl ol ga¥l aserd

For example, automated tools and ] ‘“; T 2=ty -
techniques may be used to support | & cedladl ells 3 Ly (il Jas Jalge e
the identification of fraud risk factors, | . S (s .. ; A
h : ] V] aledl &ylall Jie (bganly asdlondl
including techniques that further the | ~ ’ 2L W)’m
understanding of incentives and | ‘gldl ol deliall Gorius e JUI o131 sl
pressures, such as industry or Sector | z{sitl bl Js s ssliall xé lEMall xid adg
financial ratio benchmarking. Unusual . o e
relationships within the entity’s current | d! (Asbsddlly LU Ul Jie) 4l 3420
period data (e.g., financial and | ,(s30 of ruslll &5)lae Al clalzs! of coud
operating data) may indicate adverse T
ratios or trends compared to Slidel] giludl
competitors or the entity's past

performance.

A57. The exchange of ideas may include, among il 13) Lo gy Heal C oo Y1 Jols Jedigud 571

other matters, whether:

The interactions, as observed by the
engagement team, among
management (e.g., between the chief
executive officer and the chief
financial officer) or between
management and those charged with
governance may indicate a lack of
cooperation or mutual respect among
the parties. This circumstance in turn
may be indicative of an environment
that is conducive to the existence of
fraud.
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Any unusual or unexplained changes
in behavior or lifestyle of management
or employees that have come to the
attention of the engagement team may
indicate the possibility of fraudulent
activity.
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Known information (e.g., obtained
through reading trade journals, or
accessing reports issued by regulatory
bodies), about frauds impacting other
entities that resulted in the
misstatement of the financial
statements of those entities, such as
entities in the same industry or
geographical region, may be indicative
of risks of material misstatement due
to fraud for the entity being audited.

Lele Jguamell @2y @I clliS) A9 pall claglall
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Disclosures, or lack thereof, may be
used by management to obscure a
proper understanding of the entity’s
financial statements (e.g., by including
too much immaterial information, by
using unclear or ambiguous language,
or by a lack of disclosures such as
those disclosures relating to off-
balance sheet financing arrangements
or leasing arrangements).
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Events or conditions exist that may
cast significant doubt on the entity’s
ability to continue as a going concern
(e.g., a drug patent of an entity in the
pharmaceutical  industry  expired
leading to a decline in revenue). In
such circumstances, there may be
incentives or pressures for
management to commit fraud in order
to conceal a material uncertainty
about the entity’s ability to continue as
a going concern.
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The entity has significant related party
relationships and transactions (e.g.,
the entity has a  complex
organizational structure that includes
several  special-purpose  entities
controlled by management). These
circumstances may provide the
opportunity for management to
perpetrate fraud; for example, by
inflating earnings, or concealing debt.
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The entity has other third-party
relationships that give rise to a fraud
risk factor, or a risk of third-party fraud.
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Examples:

Based on the auditor’s understanding of the entity’s information processing activities,
the auditor identified a fraud risk factor (i.e., opportunity to commit fraud) resulting
from management’s lack of oversight over significant business processes outsourced
to a third-party service provider.

Based on the auditor's understanding of the entity’s physical access controls, the
auditor identified a fraud risk factor (i.e., opportunity to commit fraud) resulting from
the entity’s lack of sufficient security at locations with a material amount of small,
lightweight, high-value assets.

Based on the auditor's understanding of revenue contracts, the auditor became
aware that the entity is using consignment agreements, where third parties sell the
entity’s inventory on its behalf, and the entity earns revenue from these sales. The
auditor identified a fraud risk factor (i.e., incentive to commit fraud) resulting from the
third party’s incentive to underreport to the entity consigned sales in order for the third
party to meet its own sales targets.

business.

A58. The engagement team may consider other [ &s¥ s 3olxs 48 51 Gyl § bladl 35,8 Jlaiy 08 581
ways in which management may override [ -, sl agall 3948 alusiul Dy L5, clgsf
controls beyond the use of journal entries
and other adjustments, significant estimates
or transactions outside the normal course of

@L& ] @J\ Helall 3i Al ol paad! 3i 46)_";}”
.‘?’L_Hjaﬂ Jeadl Hluce

205 (30 64 Amiio Otselelly Cae el 235l Al Aoy



(&ozell) 240 dan L) Hlae

Aased Sblue ) 4uss LM.:}.’L? "")—"‘?MQW& (R)9R ji ondls g EM s ¢ Lad) L4

AJW e Ml ceeMill de gy bl | cMlalall i85 Joutad °

salial

Examples:

o Creating fictitious employee records or vendors in an attempt to transfer cash to personal
accounts.

. Modifying the timing of legitimate transactions to manipulate the financial records.

A59. The engagement partner and other key
engagement team members participating in
the engagement team discussion may also,

as applicable, use this as an opportunity to:
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o Emphasize the importance of
maintaining a questioning mind
throughout the audit regarding the
potential for material misstatement
due to fraud.

Wluie dac e bLlasdl dal e apaad U
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o Remind engagement team members
of their role in serving the public
interest by performing quality audit
engagements and the importance of
engagement team members
remaining objective in order to better
facilitate the critical assessment of
audit evidence obtained from persons
within or outside the financial reporting
or accounting functions, or outside the
entity.
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° Consider the audit procedures that
may be selected to respond
appropriately to the susceptibility of
the entity’s financial statements to
material misstatement due to fraud,
including whether certain types of
audit procedures may be more
effective than others and how to
incorporate an element of
unpredictability into the nature, timing
and extent of audit procedures to be
performed. Appendix 2 contains
examples of  procedures that
incorporate an element of
unpredictability.
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Analytical Procedures Performed and Unusual or ol bolial] pué l8Mally Loiciii oty (f deldmil] il oY)
Unexpected Relationships Identified (Ref: Para. i
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A60. The auditor may identify fluctuations or | {ass aldetll olel2¥) L wie ezl (e, 13 60
relationships when performing analytical [ .
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108 |SA 315 (Revised 2019), paragraph 14(b)
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Example:

Analytical Procedure

Unexpected or Inconsistent Result of the
Analytical Procedure

A comparison of the entity’s recorded
sales volume to the entity’s production
capacity.

An excess of sales volume over production
capacity may be indicative of fictitious sales
or sales recorded before revenue recognition
criteria have been met.

A trend analysis of revenues by month
compared to sales returns by month,
including during and shortly after the
reporting period.

An increase in sales returns shortly after the
reporting period relative to sales returns
during the month may indicate the existence
of undisclosed side agreements with
customers involving the return of goods,
which, if known, would preclude revenue
recognition.

Obtaining an Understanding of the Entity and
Its Environment, the Applicable Financial
Reporting Framework and the Entity’s System
of Internal Control

plasy gabaal) JUI il s lg Laing BLadell pd Jf Juo gl
AN FWEA R FAENT

The Entity and Its Environment (Ref: Para. 31)

(31 8,4l 1aly) Liwsg 5Ll

The Entity’s Organizational Structure and
Ownership, Governance, Objectives and Strategy,
and Geographic Dispersion

Ledlaals L@aSsmg LaeSlag Blidall gulaiall (S J!
Qhazl La;Ladily lemalinly

A61. Understanding the entity’s organizational
structure and ownership assists the auditor
in identifying fraud risk factors. An overly
complex organizational structure involving
unusual legal entities or unnecessarily
complex or  unusual organizational
structures compared to other entities in the
same industry may indicate that a fraud risk
factor is present.

& e bl Lasley sladall (sl ISl ogd ey 611
adaitll el b aBg. il s Jalge (e c3yadll
Aallas Lo (rasazy g a1 (ye ST ISy waall
28 o Azls (9 Budas dpaddars Slia ol Boline ae
3529 dl Acbuall (s § 3¥ wladlly Llas aline
ol s Jalse (o dale

cMalie ¢ L) 9l Boia Hl el Ao yd (pa sy 13 (318 (B |od) Ae gzl liiin (s Lasd Butdine cDhalas 3929 e o
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Example:

. Where there are complex intercompany transactions, this increases the opportunity to
manipulate balances or create fictitious transactions.

AB2. Understanding the nature of the entity’s | az!l5Ladll LaSom; olidl cluglll Al 0d ucluy 621

governance arrangements assists the | i, Jull Juw Loy il s Jalse e caazll §
auditor in identifying fraud risk factors. For sl ] Al Delull 5] 2aSyml) Slasiys 5385

example, poor governance or accountability a0 Lol i) il bl Fumyd 5oligp ool a1
arrangements may weaken oversight and SLAAN Lol lail) (all SBS)1 2ue 8 Baly 31,43

increase the opportunity for fraud (see also | “ 0555 Leyy Sladll as o6 2l ey (821711
paragraphs A71-A82). However, some | jiall e Cayaddl 31 e 8, aY) 2lohue Sotiwl
entities may have assigned the responsibility 1 of Ll 8,10¥1 slae§ usf ) sLaddl 3 4 lxradly
for overseeing the processes for identifying
and responding to fraud in the entity to a
senior member of management or to
someone with designated responsibility.

Bodzes @35_‘«.@ ujifa sl

:Jlse

pllas 9 5355 o) Womrad | cloadly Lalaal) Aagnall LaSomdl olusy3 6355 dad BuS (08 Jooxd A dily a3 3LaL) cilS 13
Sl IS5y &m0 8505 J) AW slgall slaels Alall 63 sLadll claglas

Example:

If the entity is undergoing significant digital transformation activities, poor governance
arrangements over newly implemented technologies impacting the entity’s information system
relevant to the preparation of the financial statements may increase the opportunity for fraud.

AB3. Understanding the entity’s objectives and | <d,aull § ax Ll Lacmslflulg SLAALI Célual 0ed ueluy 631
strategy assists the auditor in identifying & Lmgliadly Blua¥l igss il s Jelse e
fraud risk factors. Objectives and strategy SLaill e ogins wish i dm il A |l coladgall
impact  expectations, internally  and L
externally, and may create pressures on the JU o3 Sl Guand]
entity to achieve financial performance
targets.
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Example:

When the entity has a very aggressive growth strategy, this may create pressures on personnel
within the entity to commit fraud to meet the goals set.

AB4. Understanding the entity's geographic | e céyadl §axlllsladel landl LAt oducluy 64
dispersion assists the auditor in identifying | sz, 45 cllee sLaiall 058 a3y Liadl s Jalge
fraud risk factors. The entity may have Sl o 2l 52 51 o il Bne 35S 1B Bl

operations in locations that may be ol i ) . al
. . N CCH P PGNP - E ¢ ol Aogilall e
susceptible to fraud, or other illegal or | = 2 % 43§l 48 S8 9 iyl

unethical acts that may be carried out to sda Js> sleslas (e a2l (hay a8y 4slas| si il
facilitate or conceal fraud. The auditor may | adsldl soball e Acgite Aegeme (o 2dlsll
obtain information about these locations RPN PENKYCENE{ P | INVSPE- B JOOCNA [ PEILLSE Y PURE PENES P
from a variety of internal and external
sources, including searches of relevant
databases.

Lo
S Cablge (90 Agdall AW )l e dlalude diy 3l &) dapaiall Aaglailly Aualladll (LY .

IO oo Sl QIS5 sl § pogend 0B Bt 38155 Totas JBT Buaslais wils] 3ubas ) ALl 2L S0 @
gl Jue allee

IS e B9yl aloizal ) (g950 a8 Lo JlacHl Agl3l Alguiia Lusylon Byl Lpd aaf a0l adlanll Calycll @

.43\.&.5-13? !
Examples:
. Weak legal and regulatory frameworks that create a permissive environment for fraudulent
financial reporting without significant consequences.
. Offshore financial centers that have less restrictive regulations and tax incentives that may
facilitate fraud through money laundering.
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. Cultural norms in which bribery is an accepted practice of doing business, which could lead
to bribery being used to facilitate or conceal fraud.

Industry and Regulatory Environment

Lpaddaiall 2y delipall

A65. Understanding the industry and the
regulatory environment in which the entity
operates assists the auditor in identifying
fraud risk factors. The entity may operate in
an industry that may be susceptible to fraud,
or other illegal or unethical acts that may be
carried out to facilitate or conceal fraud. The
auditor may obtain an understanding about
whether the entity operates in:

Led ot @ Aagaiall 2y deluall o acluy 651
Joad a3y il Jlas Jalge (e CBpall §ax Ll sLAAL
oo 25 a2 ol (Jial Aiae (09S5 U8 Aebio (§ BLALL
oy ad G Y e ol Augslall e cld il
b dl g2 bl dumgn ady aslas| of Jiall GISG| Jued]
(& e 3Ll oS 13) WL

[ An industry where there are greater
opportunities to commit fraud (e.g., in
the construction industry the revenue
recognition policies may be complex
and subject to significant judgment
which may create an opportunity to
commit fraud).

Relio §) Gl IS5 (oyh Led S Aclie @

] Slaliw (585 08 (JUL Jos e oLl

Los S ol dasls (5955 189 sudas il Yl
() IS a3 3l i3

o An industry that is under pressure
(e.g., a high degree of competition or
market saturation, accompanied by
declining margins in that sector). Such
characteristics may create an
incentive to commit fraud as it may be
harder to achieve the financial
performance targets.

las) JULl Joe o) Togios dnles aclin @

2 23 1819 Bgud) pd of Awlil) Ay

sa Jio st By (g ladll clls )l Jiwlsa 3

iz ey 18 5 (iadl LISy ladls culewd)
Fogaie AST U elsY s gue

o An industry that is susceptible to acts
of money laundering (e.g., the
banking, or gaming and gambling
industries may be particularly
vulnerable to money laundering, which
could facilitate fraud).

Jeo de) Jlgadll Jut Jloc¥ 2isjan delie °
Cbl¥ o dedl Al 0o wd Jl
o o8 Los « J1ge¥| Judd Ay AST o lial Al

() S5l s 3

o A regulatory environment that may
create incentives or pressures to
commit fraud (e.g., government aid
programs may include thresholds to
be met to obtain the aid).

SIS ogius of adles ulyd a8 Bucdas iy @

peddl ol eiats 8 (JUL Jue (de) (i)

de Jsiazmll laslaiul com Tagas oSl
(e

Performance Measures Used, Whether Internal or
External

Byl of Ads |y il Elgu Aasseradl 1Y) Luwlae

A66. Performance measures, whether internal or
external, may create pressures on the entity.
These pressures, in turn, may motivate
management or employees to take action to
inappropriately improve the business
performance or to misstate the financial

Aamyls ol sy ol Elgw elo¥l ulie Wes a8 66
dajgy cbgiall sia a3y sladll e i
Jaadl 5ol cusetd Cdyas 3Ll ) cnalsgll of 3,003
Jeiis By AW @lsall Carpmil of @D e JSdo
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statements. Internal performance measures
may include employee performance
measures and incentive compensation
policies. External performance measures
may include expectations from
shareholders, analysts, or other users.

Slalewy calsgll elal punlie Adsladl c1a¥1 las
ol ela¥ uplie Jedd a8y A sl g0YI
Oeeiad! e @ad of cnllzll of cnealud) ciladss

e

¥ s of Jleedl 5 Uns oy JUL e e Alaall mllad) Juloes Jie Y1 Colladlly lga¥l an L poieig 4
1581 unlie 3 Ressradl Glild! 3 39dadl dz gl of cliasliall e Cyazll

Example:

Automated tools and techniques, such as analysis of disaggregated data, for example by business
segment or product line, may be used by the auditor to identify inconsistencies or anomalies in the

data used in performance measures.

A67. The auditor may consider listening to the | il ae sLadll mlliSe J) g lazadl § a2 bll Jlaiy ud 671
entity's earnings calls with analysts or | = .. T
reading analysts’ research reports. This may | -9 =2 llmell 2tmdl a2l 31,5 G of 2 Lyl o>
provide the auditor with information about | wladss callxll ot o 13) Lie @loglas azlpall el
whether analysts have aggressive or| . ... Gt e e
unrealistic expectations about an entity’'s | =% *° JU =131 oLy d“fﬁb 29l Led e
financial performance. Auditors may also | ¢w 8yls) &Ssludl cadloll e Layl Gganlll Cajazn
learn about management’s attitudes . . (e .

. . ey oYl Jelas 48,8 ) Tolil! oladgd) ells

regarding those expectations based on how Ny e ¥ deli s I s 5{
management interacts with  analysts. | <lagas Lblas @l (Lpd LA callel] cilades s udy
Aggressive expectations by analysts that are | ; | i (1 ol e bass o | it By syl -
met by commitments by management to VTG SR s ] 5?5“}“ ) .'h’ o
meet those expectations may be indicative of Ayl 1Y) S digay el
pressures and rationalizations for
management to manipulate key
performance metrics.

AB8. Other matters that the auditor may consider 2l Led Loy 08 331 g3 ya¥l e 68

include:

o Management’s compensation
packages. When a significant portion
of management’'s compensation
packages are contingent on achieving
financial targets, management may
have an incentive to manipulate
financial results.

03 (v S ¢ 3 datiay Loz Bylo¥l o lalSe a5 °
AW sl ceedlald adls 81531 (gud 9S4

o Negative media attention, short-
selling reports, or negative analyst
reports. When management is under
pressure or intense scrutiny to

@.g.“ ).3)\.53 3i A‘a)Lc}” Sluwg o @.L«.“ ‘aLA.IAYl L]
Ootllll e dedud) el gl (agastll e
aia 385 o) Ladis s Byla¥l (1655 Lecie
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respond to these matters,
management may have an incentive
to manipulate financial results.

P‘J LfF"U [)55._’ J48 ‘)}aiz'l ‘:.;\.QJ Lb_mw
AW el el

Considerations specific to public sector entities

pladl g laal lades 2ols llacl

A69. In the case of a public sector entity,
legislators and regulators are often the
primary users of its financial statements and
may therefore have expectations in relation
to external performance measures. The
auditor may also consider the nature and
extent of external scrutiny from other parties
or citizens as management of the public
sector entity may have an incentive to
manipulate financial results when they are
under pressure or intense scrutiny.

L i)l Sllalad) 0585 caladl g llaall cliie > § 69

AU @198 U ot 1 o) (L § Aadaiall

¥ Gaplias @las olades (JWb ceead OsS5 ady

EVERCI RPNVYEPON AN § W PPN RN CONT PR PESES |

b 0585 a8 3 omibolall ol (6,39 LI (e oyl

Lo AW s lidly caedlald adls aladl g sl 5Lada 351
838a 54805 ol lad s o (095G

Understanding the Applicable Financial Reporting
Framework and the Entity’s Accounting Policies
(Ref: Para. 31)

liiall Gl ] laloudly subail] JUI oriihl HI) mpd
(31 8,aall E’"J)

A70. Matters related to the applicable financial
reporting framework that the auditor may
consider when obtaining an understanding
of where there may be an increased
susceptibility to misstatement due to
management bias or other fraud risk factors,
include:

W8 @ egdall W el bl slass &) 5ea¥l (e 70
0555 a8 @l pblsall 0ed ] hostll e az LAl Lpd jlasy
Jelye (30 08 of B,13¥1 Azs oty Canymetll Ao ST

ik b il s

o Areas in the applicable financial
reporting framework that require:

b @ gdasll JW a2l 5l 8 ¥ Ll .

e} A measurement basis that
results in the need for a complex
method relatihg to an
accounting estimate.

pluseial J) 2ol die s golid ol o
Olpaadl slan Lud dudae dab
A=l

o) Management to make
significant judgments, such as
accounting estimates with high
estimation uncertainty or where
an accounting treatment has not
yet been established for new
and emerging financial products
(e.g., types of digital assets).

Slyyaadl Jie Byla¥) (e doge Dololes! o

oo Adle Amps e gshais I Al

@ LS o« paadly L=l uSW aue

Axllas day Lpd aungd @] (&1 oLl

Syl AW leiiald Ba0ee dwl=se

Jssa¥! gleal (JULl Jpe o) @il
(CWERS

o Expertise in a field other than
accounting, such as actuarial
calculations, valuations, or
engineering data. Particularly
where management can
influence, and direct work
performed, and conclusions
reached by management’s
experts.

Jte deulmll e 531 Jlee @ 84> O
cldae ol 41528V dplull Slileadl
lia 3daisg  Auseaidl Sbladl o @gal|
a9 8yl 0¥ adaiud Letie Hyols Ay
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G clelinadly me azad cpddl
Ll Oslosis

o Changes in the applicable financial
reporting framework. For example,
management may intentionally
misapply new accounting
requirements relating to amounts,
classification, manner of presentation,
or disclosures.

e e @daill JW a2l Sl (§ ol i) °
ldlaill gadas 3 Uasedl 8y deass w8 JUll
igyatll o AILAL Blats Led Suyaed) 2ulxl

Sl Lasyl of jayall 2ak of

° The selection of and application of
accounting policies by management.
For example, management’s choice of
accounting policy is not consistent

Loyl 31 bl Bl Blaadl auts ells
Acluall i § aLall o Ladll ae 55l5!

with similar entities in the same
industry.
[ The amount of an accounting estimate | i 451 8,531 ols | gl gzl puadl sl U
selected by management for . . .
o . . AJW <algall 8 el
recognition or disclosure in the AW lsall § die glias

financial statements.

JUH sl 8 L e dle ST Lmsls Jaay gl Aleazll ilaidl gun 3ok anf goms jlciaci 3ylo¥l Jis s @

Aigre A ol Aeline § pluserad) aila pe of 5yatue s Aasybe by (23903 5)10¥) piiezud ub .

sadiad

Examples:

. Management may consistently trend toward one end of a range of possible outcomes
that provide a more favorable financial reporting outcome for management.

o Management may use a model that applies a method that is not established or
commonly used in a particular industry or environment.

Understanding the Components of the Entity’s
System of Internal Control

SLiial) duls I L35S o lLsi o i5SCo o8

Control Environment

CRENETH

Entity’s culture and management’s commitment to
integrity and ethical values (Ref: Para. 32(a)(i))

5,81l ez 1y) AN @il Aalilly 5yl 091 ol sLadll a8las
(@32

A71. Understanding aspects of the entity’s control
environment that address the entity’s culture

GJI BLadll @ 38,0 Ay dalall Colemll @b by 711
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and understanding management’s
commitment to integrity and ethical values
assists the auditor in  determining

management’s attitude and tone at the top
with regard to the prevention and detection
of fraud.

eedlly Aallly 8yl0Y) Al @by BLAIL) d8las Jolils
709 B)loW (Soludl Cadsll wyums § ax L) 48N
Sl aiey @lan Ld Ldall cbgnadl (e salall

PHEAN

AT72.

In  considering the extent to which
management demonstrates a commitment
to ethical behavior, the auditor may obtain an
understanding  through inquiries  of
management and employees, and through
considering information from external
sources, about:

loLully 1Yl dsns sl AUV e § Llasll s
oo ahludial M oo canbll dosn a5 (3!
o G cleglall 3 Ll IS ey cnalsglly 5,10%

1 b ol o Jl cmls salias oo Lple Jguasl]

721

o Management’s commitment to
integrity and ethical values through
their actions. This is important as
employees may be more likely to
behave ethically when management is
committed to integrity and ethical
behaviors.

IS (e 2BMY @ually Zalilly 5yla31 Al o

ST 093950 a8 cnaloall o aeo liag Leldpas

B Al Leaie &ML dpuatll J) Mo
AW o LSsludly 2al L

o The entity’'s communications with
respect to integrity and ethical values.
For example, the entity may have a
mission statement, a code of ethics, or
a fraud policy that sets out the
expectations of entity personnel in
respect to their commitment to
integrity and ethical values regarding
managing fraud risk. In larger or more
complex entities, management may
also have set up a process that
requires employees to annually
confirm that they have complied with
the entity’s code of ethics.

A @ally dalill olay sladll e¥lasl °

ples Ol BLAIL 5 396 w3 (JULI Yt e

sl 28l doliwe o (b1 oluld digaa ol

Logd 3Ladll Labsga oo 332,l) ciladanll slmd

Bylal @ 48N ually Aalill ol UL 3lans

45 Jugaad ASY o ,SY wladll 3. el s

onabogll 35 AT Lol camg a8 5,15¥1 055G

Lolsl bl glad) Lok Ly wedlizal STy
sladll

° Whether the entity has developed
fraud awareness training. For
example, the entity may require
employees to undertake ethics and
code of conduct training as part of an
ongoing or induction program. In a
larger or more complex entity, specific
training may be required for those with
a role in the prevention and detection

Lsps Lroliyy camg ud sladll ol 13) L o
3l a8 JUL Jts ey il bobess duegal!
SLAMWSY! e Coyls yeuamy oralssll sLadll
ol reta galiyy oo ¢35 Gl sl Bgatay
EABAL 33 deally Gl die gyl aliy
ol sazme Zuys cllad 1 Jugaas ASYI of ’,}s‘m

of fraud (e.g., the internal audit | e o) 48LaiSly aall pie G Lols 35
function). (s o) a1 2adsg JUL
. Management's response to fraudulent | ey e e Lghaill Al did 5,))5)) &Lt °

activity. For example, where minor
unethical practices are overlooked
(e.g., petty theft, expenses frauds),
this may indicate that more significant
frauds committed by key employees
may be treated in a similar lenient
fashion.

e aluldl e bl wie (JUl Jiw
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oraball HLS LSSy,

The entity’s whistleblower program (or other
program to report fraud) (Ref: Para. 32(a)(ii))

o= W (5,331 zal il gf) BLAALI 3 wlallell e PN zaliyy
(2132 8,85 a2 ) ()

A73. Often frauds are discovered through tips or | g wleddl JMs oo il Soles asdSt L We 731
complaints submitted through an entity's [ =~ = = ) o .
whistieblower  program.  Whistleblower | & <L o LY ol ne Leapuds oy G 5841
programs, which some entities may refer to | s &l lallell e LY zoly puasad iy SLALL
by other names including, for example fraud T e . 2
reporting hotline, are designed to gather, LA die o3 Sloser Sl Gan Lel] add
among other things, information from | ssel ot o loglall pazed Gl (e P (5Ll
employees, customers, and other | N U Gloesls o lo malsell - of
stakeholders about allegations of fraud | %=~ ) '9”3 darlly Crzbsll o ‘%’
impacting the entity. A whistleblower | $L¥ zely daly LAl Lo 1355 QI Giall gelio olay
program is often an essential component of | . y5i .0 5,150 & vy GSo LI @ wlalliell e
an entity’s fraud risk management. T N

ohadl

A74. The design of a whistleblower program will | 2 1) lag clallell o Y alipy aasas cilizepw 741
vary depending on the nature and complexity ) o e s . .
of the entity, including the entity’s exposure | 22Ut ke2rd e 2l 8 Ly claudad ey sLAL
to fraud risks. For example, more formalized | cc $Y1 zoly osas 8 (JUL s ey il
whistleblower programs may include a e ez ety ot
dedicated email, website or telephone ;wﬁ‘ K ll oy ASH S LalLEL
reporting mechanism, formal training for all | L, Luyas of ccastl of Gig ASIYI adsll of Lig ASTY
employees, periodic reporting 1O | . ictie 50500 5 s o wvalsall )
management and those charged with [~ ‘3 1P s> ‘N'm 3‘ 3 st g
governance for matters reported through the | 8)/s! ol czeliall IM5 e Lae ALl 55031 Ldn eSslly
program, or management of the program by Foy 2S5 18 cells v Ste dlE Ub 5 - Gl
a third party. Alternatively, whistleblower &Aﬁu{&“. an 2 ’)kdgw?ﬂj
programs may consist of less formal | dedd a8 cdea; J81 lelr] o slallel) e P
processes, _which may include verbal 2se pe Juolstll ol meliall Comger giddl (uolgall
communication of the program or ] ) . I
communication via the entity's website | <Lk Jhazal s oo oSay g1 Gl AT BLAL
where tips or complaints can be received, | salg. Ly agss &l bl Jloel cils J) cgglSadl of
along with monitoring performed by the . N
entity’s human resource personnel or by an | 2bdd) Jie «Jatus Byl ol SLAILT G Lda) o)lsl)
independent party, such as external counsel. ol Ggslall

AT75. When obtaining an understanding of the | ;Laill §olallell e LY malind med J) Jiosdll i 751

entity’s whistleblower program, the auditor
may:

o Obtain an understanding of how the
entity receives tips or complaints, the
objectivity and competence of the
individuals involved in administering
the program, the appropriateness of
the entity’s processes for addressing
the matters raised, including its
investigation and remediation
processes and protections afforded to
whistleblowers. In a larger or more
complex entity, the lack of a
whistleblower  program, or an
ineffective one, may be indicative of

ol Sl LA Jlata) 28,80 b J) Juo gl °

Bylal e odosaud) BelaSy duegingag (5ol

Lalsl sladll ol Awlie gany cmelindl

Dlally gmtdl Sl s @ Ley Bylal) Jsladl
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deficiencies in the entity’s control
environment.

o Inspect the whistleblower program
files for any tips or complaints that may
allege fraud that are not under
investigation by the entity, or for
information that may raise questions
about management’s commitment to
creating and maintaining a culture of
honesty and ethical behavior.

Slallell e LY moliyy wlall galll jazall o
Ol 4B (G98E o ledly (6l d929 (oo Baml)
ol b Baamall SLAILI S ALS o (i £989s e lia
AN ge Jo> cWilud a8 leglas 4
OV oliadly Bl euds 23La3 3Lz 5,)5Y)

Lele dlaslxlly

o Perform additional procedures related
to allegations of fraud that are under
investigation by the entity in
accordance with the requirements in
paragraphs 55-58.

ol eeliay Blan Lod ety o a3l dyass °
aldbal lady Lee gyl sladll asas I
58-55 =l aall

Oversight exercised by those charged with
governance (Ref: Para. 32(a)(iii))

((3)(1)32 3,aall :a)) AaSsadly 05l duylay g1 81,53

A76. In many jurisdictions, corporate governance | o, 4l aSe> olujles 0585 (Jodl o wiSH & 76
practices are well developed and those | .. .- . o . L
charged with governance play an active role | ¢ Al bos AaSooelly 09281 (53539 iz S Byglats
in oversight of the entity’s assessment of | ,Llxe clld 3 Ly bleddl sLadll @uas (e 31aY
risks, including risks of fraud and the controls | | . o e e
that address such risks. Since the | O} <9 Sl i dxlss QAT Slasly Sl
responsibilities of those charged with | ;e calizs a8 8,la¥1 cliSy LaSemly (nalll oldgguse
governance and management may vary by T ety ol s & e - & 5l
entity and by jurisdiction, it is important that b el OF ol o 3 s Gy 33 8
the auditor understands their respective | ¢3! G&¥ soudl od o (Sek G oo S ldggume
responsibilities to enable the auditor to [ 100 44 +icy il sies alats Lewd yaciall 5181 doosles
obtain an understanding of the oversight 5 Gl ghes Slat st il 28 o
exercised by the appropriate individuals with
respect to the prevention and detection of
fraud.!10

AT7. An understanding of the oversight exercised | 1Syl ¢19alSll duolos g0l 31,281 soull 0,850 08 771
by those charged with governance may | . b et e (et
provide insights regarding the susceptibility B il (e ] BLALL (anad A8 oldy 63
of the entity to management fraud, the | . isll adiSs of aies @I 8,01 Sloal LS sy
adequacy of controls that prevent or detect | . o § ) . .
fraud, and the competency and integrity of e dl hosts OF a2 held (Sass Lralisg 81531 3:LaSs
management. The auditor may obtain this | Led o &I cleba¥l jens Jin dupie Glay ol
understanding in several ways, such as by L s s . . -

. . e - s (E9Y | (I I 1d, olisbe
attending meetings where such discussions splme 3L sl msas] e
take place, reading the minutes from such AaSgoelly (ra U e Hluatad] of clelaza¥l
meetings, or making inquiries of those
charged with governance.
A78. The effectiveness of oversight by those | e aaSsxll ogalsll dusyley gl il iyl 3dels (il 781

charged with governance is influenced by
their objectivity and familiarity with the

G A Slosly SLI¥L pelll sy eegisge

a5 Y Loaie ell3 & Loy ety Jlat¥l an Ll e (Adly o0 old lslay]

Osslmall Lol aloes ¥l 205 (10 76 dniso

LSl Il Jhai¥l" (260) an ) slas oo 8111 wilyaall anas 1%

R Toame sLadLI 2eSy>
10 |SA 260 (Revised), Communication with Those Charged with Governance, paragraphs A1-A8 provide guidance about whom the
auditor should be communicating with, including when the entity’s governance structure is not well defined.
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processes and controls management has
put in place to prevent or detect fraud. For
example, the oversight by those charged
with governance of the effectiveness of
controls to prevent or detect fraud is an
important aspect of their oversight role and
the objectivity of such evaluation is
influenced by their independence from
management.

aad (JULl s e g 48LETS) of il aad 85101 Laaiss
LI Slesl Adeld gun (e Syl nalll bl
w293 oo Loge Lolr 48LaaST of iall aul decsall
eMaiul otes usatll 10 Auegunge 5l LS 31,431

BylaY e

Scalability (Ref: Para. 32(a)(iii))

((3)(1)32 5,24l 22y) ool

A79. In some cases, all of those charged with
governance are involved in managing the
entity. This may be the case in a smaller or
less complex entity where a single owner
manages the entity and no one else has a
governance role. In these cases, there is
ordinarily no action on the part of the auditor
because there is no oversight separate from
management.

Bylo) @ AaSomlly (nalSll aar chliy ¥l pany @79
S o ¥l ladll 3 L)) ga e ¢osSs aBg BLAAL
‘_53' dz gy Vg BLAIL Ly sy cllle dmgy S (Jidad
adst ¥ cladl s Jie §9 . 4aSsdl § 590 3T ek
Slrd) 2929 pual Dlas csla| gl a2 bl psdy of Bale

Byl3¥1 oye Jumdia

Inquiries of those charged with governance (Ref:
Para. 32(c))

()32 8,881 an ) AeSomelly (alLI o sLuciiw]

A80. The auditor may also inquire of those
charged with governance about how the
entity assesses the risk of fraud, and the
entity’s controls to prevent or detect fraud,
the entity’s culture and management’s
commitment to integrity and ethical values.

1S e 1Syl nalll oo Lyl az LU jdiug s 801

Ladas a1 28,00 Sloal g« il Jlasd sLadll puas

Al suag BLAILI A8Laty (48LiadS] of sl aul sLaall
A @ualls dalall 5,531

A81l. Specific inquiries on areas that are
susceptible to misstatement due to
management bias or management fraud
may relate to both inherent risk and control
risk. Specific inquiries may include
management judgment when accounting for
complex accounting estimates or unusual or
complex transactions, including those in
controversial or emerging areas, which may
be susceptible to fraudulent financial
reporting.

Loyall c¥lell e foamll clluaral slas a5 811
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Slalga ! Boaxll alludiudl Jobids a8y 18,1 Jlasg

of Budall dulell @l paadl e Akl wie 5,05Y)
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sl Aoy 0585 a8 @y (21ab of Juzll Bate c¥lzs
Adgdie e yolas

A82. Inquiries on whether those charged with
governance are aware of any control
deficiencies related to the prevention and
detection of fraud may inform the auditor’s
evaluation of the components of the entity’s
system of internal control. Such inquiries
may highlight conditions within the entity’s
system of internal control that provide
opportunity to commit fraud or that may
affect management’s attitude or ability to
rationalize fraudulent actions. For example,
understanding incentives or pressures on
management that may result in intentional or
unintentional management bias may inform

EWERNUEHEN{PNISRERER SPWV:EH PES NUND. 3 SMINE R bl
Syl 0galSll K 13 Lie olyluanudl LA gt
Giall ey 3laxs LI 3 sumd 4zl L Bl e
e el alhluanadl sda alud a3 43LaiSly
a1 allas fpass (! GISSY Ao yall 1395 A1 By, Lall
ByloM Soluadl cadoll e (35508 &1 ol sladal auls 1|
des it e gsbois Gl wlapatll 05 (e Lgyas ol
o) BLAL ALY dagd § a oL iy 08  JUL Joiws
Gl bogiall of adloall s Jlac¥l Jblis mdy Jblsll

darie pd ol denie Fm ] 6055 48 @lg (ByloYl 4zl
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the auditor's understanding of the entity’s
risk assessment process and understanding
of business risks. Such information may

oldy a2 Ll Jlas e Sloslall sda 355 48y Leilr o0
9 BIYl Laaisy & Al SlalidY) Adsane s

affect the auditor’s consideration of the effect Laws I ladgall

on the reasonableness of significant

assumptions made by, or the expectations

of, management.
The Entity’s Risk Assessment Process sblell eeant sladll adi
The entity’s process for identifying, assessing, 122D) Lz 1909 Lasasy Jial) bolses (de <8 yaall 3LAILI 20T
and addressing fraud risks (Ref: Para. 33(a)) ()33 5,240

)

A83. Management may place a strong emphasis
on fraud prevention by implementing a fraud
risk management program. The design of the
fraud risk management program may be
impacted by the nature and complexity of the

deas I oo il pies TS Galazal 31091 Jof a3 831
8ylo) aling puasad il W8y il bl 8yl meliy

Oty A8g ladydad guag sLadll dagda, sl Jolsse

entity and may include the following A alial

elements:

o Establishing fraud risk governance el ey bl daSsodl clulew dyass o
policies.

° Performing a fraud risk assessment. il jhas qds s i
o Designing and deploying fraud | aaalsdly aolEgll 2,080 dadil 3edaty puogas J
preventive and detective control sall

activities. ]
° Conducting investigations. byl dyais o
L Monitoring and evaluating the total Hlaz| Siadl ol 55l5] zeliy usiis dalie U

fraud risk management program.

Identifying fraud risks (Ref: Para. 33(a)(i))

(1)()33 5,2801:p 1) i) olien (e 8yal

A84. Th(la ((jantity’s risk asses?min:hprqcesst_may pdloall qas e bolsll i) 3Ll AT Leids 8 84
include an assessment of the incentives, | . .=~ . _ . : ] o
pressures, and opportunities to commit BLALL (2,03 24,8 ol (il QISEY (o,ally Lagiially
fraud, or how the entity may be susceptible | cuadt sLaill 2l £1,5 ady 2L BLLYI (o il
to third-party fraud. An entity's risk | .. . .. . T
assessment process may also consider the liSy (L8, mlgad 5yla¥) jolms Jleas | Linyl bl
potential  override  of controls by [ <U3 3 Ly &8I § Heuad dagl L uzer &l Ll
management as well as areas where there sl § o Lmall Gl
are control deficiencies, including a lack of sl T
segregation of duties.

A85. Where legal or regulatory requirements | .3 .aalaie dedais of Loallas clilaze Jlia sSG loie 851
apply, management may consider risks

relating to misappropriation of assets or
fraudulent financial reporting in relation to
the entity’s compliance with laws or
regulations. For example, a fraud risk may
include the preparation of inaccurate
information for a regulatory filing in order to
improve the appearance of an entity’s

slae] of Jouadl (dlisly dalasll [Llall § 5,531 s
Aalas¥ 3LAIL) AU Jiaty Legd g il AU e
slae] Giadl Jblee dadid ud (JUL Jow (deg zlsll of
g Aaddais 4> J 2080 ale 3 385k Sleglas
oo Gt s Jlbg 8LAIL o 1o¥ aladl ylall s
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performance and thereby avoid inspection
by regulatory authorities or penalties.

bgaall iz of dpagarddl cllaled) L3

Considerations specific to public sector entities

pladl g laall lide; 2ols llacl

A86. In the public sector, management may need
to consider risks related to political pressures
to achieve specific outcomes, and pressures
to meet or stay within the approved budget,
including expenditures subject to statutory
limits.

shlell @ Jladl ) 3)laYl zlims a8 aladl glaall 3 86

B gaxs J] Boldl Ll bysally Ayl

Boaall ikl UYL Aalaill bgiall clIiSy (Bouxs

sguzd Aasladl wlaadl elld g Ly dlajglxs pue of
Agellas

Assessing the significance of the identified fraud
risks and addressing the assessed fraud risks (Ref:
Para. 33(a)(ii)—(iii))

Sholis Alsag Lole ayanll @3 &1 iadl laliee duenl uds
((3)=(2)(1)33 8,501 1p ) Leosais 3 31 2l

a fraud risk by taking action within the other
components of the entity’s system of internal
control or by making changes to certain
aspects of the entity or its environment. To
address fraud risks, an entity may choose to
cease doing business in certain locations,
reallocate authority among key personnel, or
make changes to aspects of the entity’s
business model.

A87. There are several approaches management | Ll oasdtd 8y0¥) Latieiwd oof Sy galio Bue cJla 871
may use to assess fraud risks, and the | . o L
approach may vary depending on the nature BLALl Aaplal Lo il el alisy wdy il
and circumstances of the entity. The entity | il alasiwly Jiadl bl sLadll a5 a8y Ldg,la
may assess fraud risks using different forms, : e .
such as a complex matrix of risk ratings or a | 2= 3 SeUst! Slishadl Sudes dsiias Jie .
simple narrative. Loy ey

A88. When determining the likelihood of fraud, | (& §5,s¥ s a8 (il Ggu> llaasl wyums wie .88
management may consider both probability | ~ N . gl
and frequency (i.e., the number of fraud oiall &slg> sue (gl) Egazll Juasy Jlas¥ 225 (0
:Cncidentsh that can be expected). Ci)ther slaisud a1 s dalgall Jadid udy (Ladss (Say &I
actors that management may consider in | . _ e 1 s . .
determining the likelihood may include the | 2 “Xebt! e oo IS Ballaiodl puins e 51331 L
volume of transactions or the quantitative NP 1| PEC IV PRESDEL| - WOS-PY-11Y
benefit to the perpetrator.

A89. Management may address the likelihood of | siasi JMs (e all Jlas 2l 5)ls¥) PJlad 45 890

S 2l |l 2,08, 01 allad (6,391 gLl (yasis ald yums
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Example:

reoccurrence of vendor-related fraud.

During the entity’s risk assessment process relating to third-party fraud, management identified an
unusual level of disbursements to recently added vendors to the entity’s approved-vendor
database. Upon investigating the matter, management determined that purchasing and
procurement personnel had colluded with the vendors when it added those vendors to the
database. Management designed and implemented controls to prevent and detect the

If the auditor identifies risks of material
misstatement due to fraud that management
failed to identify, the auditor is required to
determine whether any such risks are of a
kind that the auditor expects would have
been identified by the entity’s risk
assessment process and, if so, obtain an
understanding of why the entity’s risk
assessment process failed to identify such
risks of material misstatement.12

A90.

caiy Syl canymill Jblks e axbll Capai 13) .90
dele Capadll @ B)loY) caasl Sblall cllsy (sl
o i Shlell ells e &1 8 13) L sy o dule cnaigd
Aoy Lple b patll @i oS 4 a L) adgzy &1 ¢ 1539
dl deosts 48 el mm 1315 Slolsell and BLAILI 201
Syatll G bl epant sLaA AT Blas) Glad o b

M bl sda e

Scalability (Ref: Para. 33(a))

()33 8,241l az1)) ool

A91. In smaller and less complex entities, and in
particular owner-managed entities, the way
the entity’'s risk assessment process is
designed, implemented, and maintained
may vary with the entity’'s size and
complexity. When there are no formalized
processes or documented policies or
procedures, the auditor is still required to
obtain an  understanding of how
management, or where appropriate, those
charged with governance identify fraud risks
related to the misappropriation of assets and
fraudulent financial reporting, assesses the
significance of the identified fraud risks and
addresses the assessed risks.

G oladll Lolsy Jagaad Ja¥y La¥l ladll @ 91
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Inquiries of management and others within the
entity (Ref: Para. 33(b))

Byaall aaly) BLAAL! (31 00,391 51,8819 B)15Y1 (pe sluwiz]
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A92. Management accepts responsibility for the
entity’s system of internal control and for the
preparation of the entity's financial
statements. Accordingly, it is appropriate for
the auditor to make inquiries of management
regarding management’s own process for
identifying and responding to the entity’s
fraud risks. The nature, extent and frequency

sLadll § ads 1 28,01 allas e Bogad | 8yl0¥) Jozmss 921
sl OF bl (yed caideg AU @slsall slue] (e
sblia (e capaall Lels 5)la¥1 2T e 8)15¥1 (oo a2 A
Ll Bagds (lds a8y L Gleradly sLadll @ (ial)

12 |SA 315 (Revised 2019), paragraph 23
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of management’s risk assessment process
may vary from entity to entity. In some
entities, management’s process may occur
on an annual basis or as part of ongoing
monitoring. In other entities, management’s
process may be less structured and less
frequent. The nature, extent and frequency
of management’s risk assessment process is
relevant to the auditor’s understanding of the
entity’s control environment. For example,
the fact that management does not have a
risk assessment process or when the entity’s
risk assessment process does not address
the identified fraud risks may be indicative of
the lack of importance that management
places on internal control.

e A ells gobas ez o8 oLl jany Gy .63
oandl G Al Anlll (e o328 o Goiw el
Jone @ J8ly Laass JaT 5,159 2T 005 a8 o33
Laley o ylalsell @uudrd 3la¥1 Al Zapds uafy Laudas
L0, 2 Ll iy Ao @l Tgal lapdas Junag
G Al sgzg aue add 0B (JUL Jpw oo LAl 4
eean) BLaAL) 2T da 193 Y Losie of o laliell @izl 3,153
Cirgs ) dle panll @ @1 iall bl bl

Al 1 408,10 5091 Lelas &1 Apead)

A93.

Inquiries of management may provide useful
information concerning the risks of material
misstatements resulting from employee
fraud. However, such inquiries are unlikely to
provide useful information regarding the
risks of material misstatement resulting from
management fraud. Inquiries of others within
the entity may provide additional insight into
fraud prevention controls, tone at the top,
and culture of the organization. The
responses from these inquiries may also
serve to corroborate responses received
from management or provide information
regarding the possibility of management
override of controls.
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Others within the entity to whom the auditor may direct inquiries about the existence or suspicion

of fraud include:

. Operating personnel not directly involved in the financial reporting process.
. Employees with different levels of authority.
. Employees involved in initiating, processing, or recording complex or unusual transactions

and those who supervise or monitor such employees.

. In-house legal counsel.
. Chief ethics officer, chief compliance officer or equivalent person.
. The person or persons charged with dealing with allegations of fraud.

A94. Management is often in the best position 0 | . zall IS5l L mals auing Jundl 3 Al 35,0031 0555 941
perpetrate  fraud.  Accordingly, when Ll Bes o s 3 BSYl o s
evaluating management’s responses to A5 3o @ 181 299 gl Had cde Sl
inquiries with an attitude of professional | sss)l clls uWls Gramall oo 4T 2z bl g a8 (G L
skepticism, the auditor may judge it r o :
necessary to corroborate responses to &3l slias s laglass
inquiries with information from other sources.

A95. Inquiries of management and others within | ., s¥1 31,881 Jlg5,l5¥1 J1 45 oLl colyluaradl 0S5 05 951

the entity may be most effective when they
involve a discussion and when conducted by
senior members of the engagement team.
This allows for a two-way dialogue with the
interviewees and provides the opportunity
for the auditor to ask probing and clarifying
guestions.

Lodieg Lalas cesass Loaie 3dels ST sLadll Jsls
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The Entity’s Process to Monitor the System of
Internal Control

Als 1 208,01 allas Al sLadll 2

Ongoing and separate evaluations for monitoring
the effectiveness of controls to prevent or detect
fraud (Ref: Para. 34(a))

i 8,01 sl dulels Al Aiaailly Aasludl lasgal]
((1)34 8,241 :al,) 48LAIS] of i)

A96.

Matters that may be relevant for the auditor
to consider when understanding those
aspects of the entity’s process that address
the ongoing and separate evaluations for
monitoring the effectiveness of controls to
prevent or detect fraud, and the identification

oilr o Bl Als @3 095 U8 G ¥l Jedd U
2o Jalams &1 3LaAll 4T (e iyl Clls ud e al Ll
L0 slgal Adels daplid Apnailly Aol cilasgarl)
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and remediation of related control (bl b Des LB, 3 H9und

deficiencies may include:

o Whether management has identified | of 4.ladd adlge (e cdiad ad 3)la¥ ol 13) L L
particular operating locations, or

business segments for which the risk
of fraud may be more likely to exist
and whether management has
introduced different approaches to
monitor these operating locations or
business segments.
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o How the entity monitors controls that
address fraud risks in each
component of the entity’s system of
internal  control, including the
operating effectiveness of anti-fraud
controls, and the remediation of
control deficiencies as necessary.

G a0 cleal Amliey sLadll ald 248 °
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Inquiries of internal audit (Ref; Para. 34(b))

()34 8,580 aly) Al Il Aaz L) e oLz

A97.

The internal audit function of an entity may
perform assurance and advisory activities
designed to evaluate and improve the
effectiveness of the entity’s governance, risk
management and internal control processes.
In that capacity, the internal audit function
may identify frauds or be involved throughout
a fraud investigation process. Inquiries of
appropriate individuals within the internal
audit function may therefore provide the
auditor with useful information about
instances of fraud, suspected fraud, or
allegations of fraud, and the risk of fraud.
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A98.

ISA 315 (Revised 2019) and ISA 610
(Revised 2013) establish requirements and
provide guidance relevant to audits of those
entities that have an internal audit
function.4
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114 |SA 315 (Revised 2019), paragraphs 14(a) and 24(a)(ii), and ISA 610 (Revised 2013), Using the Work of Internal Auditors
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Examples:

In applying ISA 315 (Revised 2019) and ISA 610 (Revised 2013) in the context of fraud, the auditor
may, for example, inquire about:

How the entity’s risk assessment process addresses the risk of fraud.
The entity’s processes and controls to prevent or detect fraud.
The entity’s culture and management’s commitment to integrity and ethical values.

Whether the internal audit function is aware of any instances of management override of
controls.

The procedures performed, if any, by the internal audit function during the year related to
fraud and whether management and those charged with governance have satisfactorily
responded to any findings resulting from those procedures.

The procedures performed, if any, by the internal audit function in investigating frauds and
suspected violations of the entity’s code of ethics and values, and whether management
and those charged with governance have satisfactorily responded to any findings resulting
from those procedures.

The fraud-related reports, if any, or communications prepared by the internal audit function
and whether management and those charged with governance have satisfactorily
responded to any findings resulting from those reports.

Control deficiencies identified by the internal audit function that are relevant to the
prevention and detection of fraud and whether management and those charged with
governance have satisfactorily responded to any findings resulting from those deficiencies.

The Information System and Communication (Ref: (49 .35 0,4l sz y) ¥ Laslg Sloglall allas
Para. 35 and 49)

A99. Obtaining an understanding of the entity’s | L¥lasly sLaill wloglas sllad 0 J) Jostl! Joliiy 991
information system and communication s . ; L i .
relevant to the preparation of the financial | % @< G 2 Sl 23U @lsdll slaely duaty Lo
statements includes the manner in which an | jas § clklall dxdlas e Amslll claglall aLadL
entity .

incorporates information  from
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transaction processing into the general
ledger. This ordinarily involves the use of
journal entries, whether standard or non-
standard, or automated or manual. This
understanding enables the auditor to identify
the population of journal entries and other
adjustments that is required to be tested in
accordance with paragraph 49(b). Obtaining
an understanding of the population may
provide the auditor with insights about
journal entries and other adjustments that
may be susceptible to unauthorized or
inappropriate intervention or manipulation.
This may assist the auditor in designing and
performing audit procedures over journal
entries and other adjustments in accordance
with paragraphs 49(c) and 49(d).

gl 3543 alusial Sale I3 (rasany aladl Sl
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A100.Appendix 4 includes additional
considerations when selecting journal
entries and other adjustments for testing,

Sas | we 28la) whlael Je pl 1 3alll Joxdy 1000
sl U3 § Lay clayliasy (6,381 cMuanlly dungell 3543

including matters that the required Lol 88 a0 pa el sllall @il yag, )
understanding  provides the  auditor
knowledge about.

A101.When performing risk  assessment | 3 el Slany us blel) euds wlelye) dals aie 1011
procedures, the auditor may consider |

changes in the entity's IT environment
because of the introduction of new IT
applications or enhancements to the IT
infrastructure, which may impact the
susceptibility of the entity to fraud or create
vulnerabilities in the IT environment (e.g.,
changes to the databases involved in
processing or storing transactions). There
may also be an increased susceptibility to
misstatement due to management bias or
other fraud risk factors when there are
complex IT applications used to initiate or
process transactions or information, such as
the use of artificial intelligence or machine
learning algorithms to calculate and initiate
accounting entries. In such circumstances,
the auditor may assign individuals with
specialized skills and knowledge, such as
forensic and IT experts, or more experienced
individuals to the engagement.
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Control Activities (Ref: Para. 33 and 36)

(36 .33 Cnipaall 1z ly) L8, il

A102.Management may make judgments on the
nature and extent of the controls it chooses
to implement and the nature and extent of
the risks it chooses to accept given the
nature and circumstances of the entity. In
determining which controls to implement to
prevent or detect fraud, management
considers the risks that the financial
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;sta}temgnts may be materially misstated due | wlsall § g a5 casyzs ) g35548 1 blxll §5,5)
o fraud.
oedd] g U

A103.Controls designed t'o_ preven'g or detect frgud dorgy 43LAIS ol il al Aadiall 2,08 ,00 ool il 1030
are generally classified as either preventive ol o 5 e 11 o5e) utlBe srvcas 1l ale
(designed to prevent a fraudulent event or | * 9l o> g8y gio ] ) Ay s dl
transaction from occurring) or detective | s > BLaIST ] ) 2adly (ke e Dshie
(designed to discover a fraudulent eventor | = = . . . .. .
transaction after the fraud has occurred). | = =% ol gsds J"" G e Bohaie Balae
Addressing fraud risks may involve a | Loadl LI Sleal e Lmse Jiddl Sbles Azlse
combination of manual and automated fraud | . Sy L2 e .

: . bl Wl SCas Loy cddladSly il asd ad¥)
prevention and detection controls that e e 3L T 5 sl il 3l
enable the entity to monitor for indicators of Dbl Jazs e Lead Bllai (eus Giadl ol dge
fraud within the scope of its risk tolerance.
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Examples:

Preventive controls
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Detective controls

Clearly defined and documented decision makers using delegations, authorizations, and
other instructions.

Access controls, including those that address physical security of assets against
unauthorized access, acquisition, use or disposal and those that prevent unauthorized
access to the entity’s IT environment and information, such as authentication technology.

Controls over the process to design, program, test and migrate changes to the IT system.

Entry level checks, probationary periods, suitability assessments or security vetting in order
to assess the integrity of new employees, contractors or third parties.

Sensitive or confidential information cannot leave the entity's IT environment without
authority or detection.

Exception reports to identify activities that are unusual or not in the ordinary course of
business for further investigation.

Mechanisms for employees of the entity and third parties to make anonymous or confidential
communications to appropriate persons within the entity about identified or suspected fraud.

Fraud detection software programs incorporated into the IT infrastructure that automatically
analyze transactions data or enable data monitoring and analysis to detect what is different
from what is standard, normal, or expected and may therefore indicate fraud.

A104.1SA 315 (Revised 2019)''® requires the | ..115(2019 sle 3 Guzll) (315) Zaz Ll jlas ez, 1041
auditor to obtain an understanding of . .. ey i
controls over journal entries as well as to | > oAbl 28] Slood w1 ] duastll gz LI
ehvalu?qte the:)r design alnd deter(;nine whethe; A8 SIS 13) Lo gaey Lasasad mugds ) A8Ls) syl
they have been implemented as part of | ... ... . . .. . o s
understanding the entity’s system of internal | BTN pllas o (0 052 lehadas 3
control. This understanding focuses on the | dwsdl 3548 e 2adall 2,80 ool e @eall lia 3S509
controls over journal entries that address . .

i : H Y | u_n.’zﬁ | (E9Y los  &dl
risks of material misstatement at the | © “’L: “5’&’5 - wls
assertion level, whether due to fraud or error. | dbsy Uasdl of Gall cuwn colS Elaw iyl 891
Paragraphs 48-49 of this ISA require the RURT 1 bl 1in e 4948 o\l5.aall
auditor to design and perform audit E?fl > o © < ) olasl
procedures to test the appropriateness of | ¢ sl 39:8 dslin o HLasY Aazle Slely]
journal entries and are spemflcally focused iy Grasml Ciymtll blie e ool Say 5SS
on the risks of material misstatementdueto | . L

fraud (see Appendix 4 for additional | 28! blacl e LM al I G2l lasl) (sl
considerations when testing journal entries). (el 3948 sLas| e

A105. Information from understanding controls | aa .l 13,0 ool md oy il Slaglall (55 08 1051
over journal entries, designed to prevent or c el ) i
detect fraud, or the absence of such controls, | ¢ 9 8Lt sl sl t‘i essally Apogll 3548 e
may also be useful in identifying fraud risk | s Jalse de c8yaall § Loyl suan cnlgo¥l ells ilie
factors that may affect the auditor’s
assessment of the risks of material
misstatement due to fraud.

()26 (2)(1)26 0,251 (2019 ple § uxll) (315) daz bl Jlas ™5

116 |SA 315 (Revised 2019), paragraphs 26(a)(ii) and 26(d)
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el oy (55!

A106.The following are examples of general IT | sl cloglall duuas e Zolall 28,0 =loa¥ dlial by Legd 1061
controls that may address the risks arising | ~ e o i o
from the use of IT and may also be relevant | <lsat! 4ids plasiul pe Lalll bl dalss 48
to the prevention or detection of fraud. ABLIS) o il pies Lyl Al 3 (055 03 Gl
salia
i Lo 8y10¥ Jsumsll e 248,01 il gl o
Al 693 of ulo¥l cnecseiwd] Jsumg e 28,01 clgal Jie - el Jguos! ¢)
3§ Ly omdldl aiinall Jsuosdl clilial Jhaad i & 8,01 clgol Jis - Slodall zis 0
Bladll Js1s (poazma Ll o s ¥ & &eladl ol dpaseadl e llusdl
Byla¥ dl ol
Examples:
. Controls that segregate access to make changes to a production (i.e., end user)
environment.
o Access controls to manage:
o Privileged access — such as controls over administrative or powerful users’ access.
o Provisioning — such as controls to authorize modifications to existing users’ access
privileges, including non-personal or generic accounts that are not tied to specific
individuals within the entity.
. Review of system logs that track access to the information system, enabling user activity to
be monitored and security violations to be reported to management.

Scalability ooudl

Al107.For some entities whose nature and

ASYI g ety daladl w3 cladll jamy jask Lad 1071
circumstances are more complex, such as

those operating in the insurance or banking
industries, there may be more complex
preventative and detective controls in place.
These controls may also affect the extent to
which specialized skills are needed to assist
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the auditor in obtaining an understanding of
the entity’s risk assessment process.

SLALLI 3J¥ (0d I Juostl) 8 Ll Bue L e
bl sl

Control Deficiencies Within the Entity’s System of
Internal Control (Ref: Para. 37)

SLiial) auls I B3] o llsi S5 G181 5 sgumil] dmgl
(37 E).E.AJ‘ 85)

A108. In performing the evaluations of each of the
components of the entity’s system of internal
control, the auditor may determine that
certain of the entity’s policies in a component
are not appropriate to the nature and
circumstances of the entity. Such a
determination may be an indicator, which
assists the auditor in identifying deficiencies
in internal control that are relevant to the
prevention and detection of fraud. If the
auditor has identified one or more control
deficiencies relevant to the prevention or
detection of fraud, the auditor may consider
the effect of those control deficiencies on the
design of further audit procedures in
accordance with ISA 330.
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A109. Paragraph 60(c) of this ISA and ISA 265118
establish other requirements on identified
deficiencies in internal control.

117(265) a1l Hlenng sleall ia (e ()60 8,840 suxs 1091
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Evaluation of Fraud Risk Factors (Ref: Para.
38)

(38 8,341l 1ax 1)) Saddl ylas Jalge @agds

A110. The significance of fraud risk factors varies | 15y 148 Tuls Las Lad (i)l s Jolge dpanl cplds 110
widely. Some of these factors will be present | =~ a1 .
in entities where the specific conditions do | <22 oS3 2Ll & Lol dalsall sda (an 055
not present risks of material misstatement. | cay=ill Jblxe 35 J 355 ¥ e A=l ol
Accordingly, the determination as to whether . ey L -
fraud risk factors, individually or in | 0% delse SISl sean ol ale ‘/L“ﬁ o=l
combination, indicate that there are risks of | ca=ill Jblies 3929 J| 44T (Aasizmo of 53yd1e ¢ ]l
material misstatement due to fraud is a 2y P
- . ey L 3las Ul st |
matter of professional judgment. Gl Sl lazs 2 ] et 5292
Al11l.The size, complexity, and ownership | 5uh LeSl Gasbass ladiad gueg LA ezt 0o 111

characteristics of the entity have a significant
influence on the consideration of fraud risk
factors. For example, depending on the
nature and circumstances of the entity, there
may be factors that generally constrain
improper conduct by management, such as:

2l JUL! e ey il slas Jalge 3 bl (e 08
o Bale s Jalye dzgs a8 BLAILI g by Zagds e
e Aadudl a2 3yloYl sy as

° Effective oversight by those charged
with governance.

AeSsmdl 092Ul dyley Ul Jaall 3l &l L

. An effective internal audit function.
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. The existence and enforcement of a
written code of conduct.

.M@j%}ﬁg@@d}@ﬁ\ﬁgyj °

effective
(or other

° The existence of an
whistleblower program
program to report fraud).

el o) Slallall pe U JGd maliyy 3929 @
(otadl e AN 5551

Furthermore, fraud risk factors considered at
a business segment operating level may
provide different insights when compared
with those obtained when considered at an
entity-wide level.

& sy @l el s alse oo cells e 3dles
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Scalability

ool

Al112.In the case of a smaller or less complex
entity, some or all of these considerations
may not be applicable or less relevant. For
example, a smaller or less complex entity
may not have a written code of conduct but,
instead, may have developed a culture that
emphasizes the importance of integrity and
ethical behavior through oral communication
and by management example. Domination
of management by a single individual in a
smaller or less complex entity does not
generally, in and of itself, indicate a failure by
management to display and communicate
an appropriate attitude regarding internal
control and the financial reporting process. In
some entities, the need for management
authorization can compensate for otherwise
deficient controls and reduce the risk of
employee fraud. However, domination of
management by a single individual creates a
conducive environment for management
override of controls.
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Identifying and Assessing the Risks of
Material Misstatement due to Fraud (Ref: Para.
39)

Loty « Al s pa9n)] il yloling e il
(398,341 ;a21)

A113.In determining whether fraud risk factors,
individually or in combination, indicate that
there are risks of material misstatement due
to fraud, the auditor may consider:

ol Bayaie il Jhs Jelge o 13 L agass wie L1130
iy Gyl cauymall Jbolis se2g ] A4S Aaeize
i besd LA ey 08 (st

o The likelihood and magnitude of fraud
resulting from fraud risk factors. Fraud
risk factors influence the auditor’s
assessment of the likelihood and
magnitude of a potential misstatement
for the identified risks of misstatement
due to fraud. Considering the degree
to which fraud risk factors affect the
susceptibility of an assertion to
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misstatement assists the auditor in
appropriately assessing risks of
material misstatement at the assertion
level due to fraud.

UL st (e Gl ey 505!

] The number of fraud risk factors that
relate to the same class of
transactions, account balance or
disclosure. When several fraud risk
factors relate to the same class of
transactions, account balance or
disclosure, it may indicate that there is
a risk of material misstatement due to
fraud at the assertion level.
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Al114.Determining whether the risks of material

misstatement due to fraud exist at the
financial statement level, or the assertion
level for classes of transactions, account
balances and disclosures, may assist the
auditor in determining appropriate
responses to address the assessed risks of
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material misstatement due to fraud.
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Examples:

Relevant assertions and the related classes of transactions, account balances or disclosures that
may be susceptible to material misstatement due to fraud include:

. Accuracy or valuation of revenue from contracts with customers — revenue from contracts
with customers may be susceptible to inappropriate estimates of the amount of
consideration to which an entity expects to be entitled in exchange for transferring promised
goods or services to a customer.

o Occurrence or classification of expenses — expenses may be susceptible to inclusion of
fictitious or personal expenses to minimize tax or other statutory obligations.

. Existence of cash balances — cash balances may be susceptible to the creation of falsified
or altered external confirmations or bank statements.

. Valuation of account balances involving complex accounting estimates — account balances
involving complex accounting estimates such as goodwill and other intangible assets,
impairment of inventories, expected credit losses, insurance contract liabilities, employee
retirement benefits liabilities, environmental liabilities or environmental remediation
provisions may be susceptible to high estimation uncertainty, significant subjectivity and
management bias in making judgments about future events or conditions.

. Classification — certain income or expenses may be susceptible to misclassification within
the statement of comprehensive income, for example, to manipulate key performance
measures.

. Presentation of disclosures — disclosures may be susceptible to omission, or incomplete or

inaccurate presentation, for example, disclosures relating to contingent liabilities, off-
balance sheet arrangements, financial guarantees or debt covenant requirements.

Al115.Evaluating the design of controls that

~ the ( shlall aalss @ B0 wlosl cuaiad @usas Gsbaiy 1151
address significant risks, or support the

operation of other controls that address
significant risks, involves the auditor's
consideration of whether the control,
individually or in combination with other
controls, is capable of effectively preventing,
or detecting and correcting material
misstatements due to fraud (i.e., the control
objective). The auditor determines whether
identified controls have been implemented
by establishing that the control exists, and
that the entity is using it. The controls in the
control environment, the entity’'s risk
assessment process and the entity’s
process to monitor the system of internal
control are primarily indirect controls. For
example, a whistleblower program (or other
program to report fraud) may be an indirect
control within the control environment.
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Indirect controls may not be sufficiently
precise to prevent, detect or correct
misstatements due to fraud at the assertion
level but support other controls and may
therefore have an indirect effect on the
likelihood that a misstatement due to fraud
will be prevented or detected on a timely
basis. However, some controls within these
components may also be direct controls.
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Considerations Specific to Public Sector Entities
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Al116.In the public sector, misappropriation of
assets (including the misuse of public money
for private benefit) may be a more common
type of fraud compared to fraudulent
financial reporting. In addition, there may be
more opportunities for third parties to commit
fraud through grant programs, contracts and
social welfare or benefit programs.
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Example:

personal benefits to the individual.

o Fraud risk factors may be present when an individual with a significant role in a public sector
entity has the sole authority to commit the public sector entity to sensitive expenditure,
including travel, accommodation, or entertainment, and that sensitive expenditure provides

Risks of Material Misstatement Due to Fraud
Related to Management Override of Controls
(Ref: Para. 40)

Slo¥l islazs ddlarll yisl) corws Sragmll civymill JLlis
(40 5,5811 ;ply) LSS nfgo¥

Al17.Management is in a unique position to
perpetrate fraud because of management’s
ability to manipulate accounting records and
prepare fraudulent financial statements by
overriding controls that otherwise appear to
be operating effectively. Although the level of
risks of management override of controls will
vary from entity to entity, the risk is
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nevertheless present in all entities. See also
paragraphs 47-52.

—47 olaall Loyl el claill pes § 33290 sl
52

Al118.

In certain circumstances, the auditor may
determine that the risks of material
misstatement due to fraud related to
management override of controls affect
individual assertions and related significant
classes of transactions, account balances
and disclosures. In such cases, in addition to
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the requirements in paragraphs 48-52, the
auditor identifies these risks at the assertion
level and designs and performs further audit
procedures to address the assessed risks of
material misstatement due to fraud at the
assertion level in accordance with paragraph
46.
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Examples:

° Based on the risk assessment procedures performed, the auditor identified an aggressive
employee performance measure in management’s incentive program related to the entities’
profit and loss statement. Therefore, the auditor determined that risks of management
override of controls also exist at the assertion level and identified a risk of material
misstatement due to fraud related to management override of controls at the assertion level.
The auditor determined that the risk relates to the completeness of expenses, as the
calculation of the performance measure may be susceptible to manipulation from
management via adjustments made to the expense accounts. In addition to the procedures
performed as described in paragraphs 48-52, the auditor designed and performed further
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audit procedures to address this significant risk.

. Based on the risk assessment procedures performed, the auditor identified a pressure on
management to meet the financial ratios for the entity’s loan covenants to avoid insolvency.
Therefore, the auditor identified a risk of material misstatement due to fraud related to
management override of controls at the assertion level. The auditor determined that the risk
relates to the valuation of inventory and completeness of liabilities, as the valuation methods
may be susceptible to inappropriate adjustment by management or records may be
manipulated to understate net liabilities. In addition to the procedures performed as
described in paragraphs 48-52, the auditor designed and performed further audit
procedures to address this significant risk.

Risks

of Material Misstatement Due to Fraud in

Revenue Recognition (Ref: Para. 41)
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environment, the applicable financial
reporting framework and the entity’s system
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transactions, the applicable revenue
recognition criteria and the appropriate
industry practice related to revenue. This
understanding may assist the auditor in
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identifying events or conditions (see
examples below) relating to the types of
revenue, revenue transactions, or relevant
assertions, that could give rise to fraud risk
factors.
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Examples:

. When there are changes in the financial reporting framework relating to revenue recognition,
which may present an opportunity for management to commit fraudulent financial reporting
or bring to light the lack of (or significant deficiency in) controls for managing changes in the
financial reporting framework.

. When an entity’s accounting principles for revenue recognition are more aggressive than,
or inconsistent with, its industry peers.

. When the entity operates in emerging industries.
3 When revenue recognition involves complex accounting estimates.
o When revenue recognition is based on complex contractual arrangements with a high

degree of estimation uncertainty, for example, construction-type or production-type
contracts (e.g., tolling arrangements) and multiple-element arrangements.

. When contradictory evidence is obtained from performing risk assessment procedures.

. When the entity has a history of significant adjustments for the improper recognition of
revenue (e.g., premature recognition of revenue).

. When circumstances indicate the recording of fictitious revenues.

. When circumstances indicate the omission of required disclosures or presentation of
incomplete or inaccurate disclosures regarding revenue, for example, to manipulate the
entity’s financial performance due to pressures to meet investor / market expectations, or
due to the incentive for management to maximize compensation linked to the entity’s
financial performance.

. When the entity is part of an unnecessarily complex structure increasing the risk of
undisclosed transactions with related parties.

A122.If fraud risk factors related to revenue

calal¥l aldl dalasll gadl Jas Jalge 43195 Jl> 3 1221
recognition are present, determining )

whether such fraud risk factors indicate a risk
of material misstatement due to fraud is a
matter of professional judgment. The
significance of fraud risk factors (see
paragraphs A110-A112) related to revenue
recognition, individually or in combination,
ordinarily makes it inappropriate for the
auditor to rebut the presumption that there
are risks of material misstatement due to
fraud in revenue recognition.
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A123.There may be limited circumstances where it

may be appropriate to rebut the presumption
that there are risks of material misstatement
due to fraud in revenue recognition. The
auditor may conclude that there are no risks
of material misstatement due to fraud
relating to revenue recognition in the case
where fraud risk factors are not significant.
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Examples

o Leasehold revenue from a single unit of rental property, or multiple rental properties, with a
single tenant. Based on the risk assessment procedures performed, the auditor determined
that leasehold revenue is not a key performance indicator for the lessor as it is predictable
and stable. Therefore, there are no significant incentives or pressures related to leasehold
revenue. The auditor also determined that the accounting is outsourced to an independent
asset management company such that there are no significant opportunities for
management to manipulate leasehold revenue.

. Simple or straightforward ancillary revenue sources, which are determined by fixed rates or
externally published rates (e.g., interest or dividend revenue from investments with level 1
inputs). Based on the risk assessment procedures performed, the auditor determined that
management’s key performance indicators do not relate to interest or dividend revenue from
investments such that there are no significant incentives or pressures related to the interest
or dividend revenue from investments. The auditor also determined that the transactions are
recorded in a highly automated system with no significant opportunities for management to
manipulate the interest or dividend revenue from investments.
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Al124.Paragraph 68(d) specifies the
documentation required when the auditor
concludes that the presumption is not
applicable in the circumstances of the
engagement and, accordingly, has not
identified revenue recognition as a risk of
material misstatement due to fraud.
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Considerations Specific to Public Sector Entities
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A125.In public sector entities, there may be fewer
incentives or pressures to engage in
fraudulent financial reporting by intentionally
overstating or understating revenue but
there may be fraud risks related to
expenditures, especially when  such
expenditures are subject to statutory limits.
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Responses to the Assessed Risks of Material
Misstatement Due to Fraud
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Unpredictability in the Selection of Audit

Procedures (Ref: Para. 43)
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A126.Incorporating an element of unpredictability
in the selection of the nature, timing, and
extent of audit procedures to be performed is
essential, particularly where individuals
within the entity who are familiar with the
audit procedures normally performed on
engagements may be better positioned to
conceal fraudulent financial reporting and
misappropriation of assets. It is therefore
important that the auditor maintains an open
mind to new ideas or different perspectives
when selecting the audit procedures to be
performed to address the risks of material
misstatement due to fraud.
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Examples:

° Performing further audit procedures on selected classes of transactions, account balances
or disclosures that were not determined to be material.

° Performing tests of detail where the auditor performed substantive analytical procedures in
previous audits.

° Adjusting the timing of audit procedures from that otherwise expected.
° Using different sampling methods or using different approaches to stratify the population.
° Performing audit procedures at different locations or at locations on an unannounced basis.

° Performing substantive analytical procedures at a more detailed level or lowering thresholds
when performing substantive analytical procedures for further investigation of unusual or
unexpected relationships.

. Using automated tools and techniques, such as anomaly detection or statistical methods,
on an entire population to identify items for further investigation.

A127.The extent to which the auditor chooses 10 | xal jluasl § slrlall jmial axlll Jso) oo dad 1271
incorporate an element of unpredictability in )
the selection of the nature, timing, and extent
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professional judgment. The auditor may, | .., . . . )
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timing, and extent of audit procedures, refer . L . ..
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possible audit procedures to use when Lo 03 I Jaad!
addressing the assessed risks of material
misstatement due to fraud.
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Overall Responses (Ref: Para. 44) (44 5,540 (any) dolef) wllmznd)
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Examples:

o Increased sensitivity in the selection of the nature and extent of documentation to be
examined in support of material transactions.

. Increased recognition of the need to corroborate management's explanations or
representations concerning significant matters.

. Increased involvement of auditor’s experts to assist the engagement team with complex or
subjective areas of the audit.

. Changing the composition of the engagement team by, for example, requesting that more
experienced individuals with greater skills or knowledge or specific expertise are assigned
to the engagement.

. Increasing the extent and frequency of the direction and supervision of engagement team
members and a more detailed review of their work.

. Using direct extraction methods or technologies when obtaining data from the entity’s
information system for use in automated tools and techniques to address the risk of data
manipulation.

. Increased emphasis on tests of details.

Audit Procedures Responsive to the Assessed | iilf s sosntlcimill blial dlaiwod desld] e li]
Risks of Material Misstatement Due to Fraud at the T ) A
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A129.In

accordance with paragraph 39(b),
assessed risks of material misstatement due
to fraud are treated as significant risks. ISA
330 requires the auditor to obtain more
persuasive evidence the higher the auditor’'s
assessment of risk. When obtaining more
persuasive audit evidence to respond to
assessed risks of material misstatement due
to fraud, the auditor may increase the
guantity of the evidence, or obtain evidence
that is more relevant and reliable, for
example, by placing more emphasis on
obtaining third party evidence or by obtaining
audit evidence from a number of
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independent sources.
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Examples:

Nature

Timing

Extent

The auditor identifies that management is under pressure to meet earnings expectations
and accordingly there may be a related risk that management is inflating sales by entering
into sales agreements that include terms that preclude revenue recognition or by invoicing
sales before delivery. In these circumstances, the auditor may, for example, design external
confirmations not only to confirm outstanding amounts, but also to confirm the details of the
sales agreements, including date, any rights of return and delivery terms. In addition, the
auditor may find it effective to supplement such external confirmations with inquiries of non-
financial personnel in the entity regarding any changes in sales agreements and delivery
terms.

The auditor may conclude that performing substantive testing at or near the period end
better addresses an assessed risk of material misstatement due to fraud. The auditor may
conclude that, given the assessed risks of intentional misstatement or manipulation, audit
procedures to extend audit conclusions from an interim date to the period end would not be
effective. In contrast, because an intentional misstatement—for example, a misstatement
involving improper revenue recognition—may have been initiated in an interim period, the
auditor may elect to apply substantive procedures to transactions occurring earlier in or
throughout the reporting period.

The auditor may use automated tools and techniques to perform more extensive testing of
digital information. Such automated techniques may be used to test all items in a population,
select specific items for testing that are responsive to risks of material misstatement due to
fraud, or select items for testing when performing audit sampling. For example, the auditor
may stratify the population based on specific characteristics to obtain more relevant audit
evidence that is responsive to the risks of material misstatement due to fraud.

External Confirmation Procedures

Lyl dBalall wlel )

A130. In applying ISA 330,120 external confirmation

Glelyal i a3 119.(330) daxlll jlae Badas e 1301

procedures may be considered useful when
seeking audit evidence that is not biased
towards corroborating or contradicting a
relevant assertion in the financial statements,
especially in instances where risks of material
misstatement due to fraud have been
identified related to the class of transactions,
account balance or disclosure.

sl e Jyiaml] ! i Bugie Zmlill Wslal
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ISA 330, paragraph 19
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A131. ISA 50522 requires the auditor to maintain
control over the external confirmation requests
and to evaluate the implications of
management’s refusal to allow the auditor to
send a confirmation request. If the auditor is

unable to maintain control over the
confirmation process or obtains an
unsatisfactory response as to why

management refuses to allow the auditor to
send a confirmation request, as applicable,
then this may be an indication of a fraud risk
factor.

e Blaxtl ax bl (e 121(505) Azl jlae calbazy 131
S ogasy ALl 2slall wldb e 208,01 gadas
b Jlsls azbell zlewdl 8510¥1 (a8 e agAll
L0801 Gaulas e Llasdl an Ll e i 13]g.2850all
o oL e A2 3y e Juas o @Bsliall 2les e
o Adslall b Jlugls 4 zlead! 31531 a8,
o dale 3529 e Trdige ll3 wad was (Jladl satie

ol ylhs Jalge

A132. The use of external confirmation procedures
may be more effective or provide more
persuasive audit evidence over the terms and
conditions of a contractual agreement.

Adels ST amm i) dBaliall wilelya) alidind ¢S5 a8 1321
Loyt oli Lelis) AST damle Aol I3 ,3gy U8 o
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Al SLBLasl gl g9 aue ol 39299 Aagdaill wlilasally
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Example:

or absence, of any side agreements.

The auditor may request confirmation of the contractual terms for a specific class of revenue
transactions, such as pricing, payment and discount terms, applicable guarantees and the existence,

A133. ISA 50524 includes factors that may indicate
doubts about the reliability of a response to an
external confirmation request, since all
responses carry some risk of interception,
alteration, or fraud. This may be the case when
the response to a confirmation request:

i3 a3 @ Jalsadl (de 123(505) dam Ul jleas Jardy 1331
b e 5,01 e sleze¥! 2siSh] oLy JSla 5929 I
ROSNERPEREIV KRN SR I W SIESIEERIPAY
Il s 1 S Ay il of il of (olieyl s
Aslall b e 5,01 (sS Laie

° Is sent from an e-mail address thatis not | .ég,as e Lo A iy Olgie (oo Allisy] @3 U °
recognized.
o Does not include the original electronic | of 43 2ss ASIYI el L Alides pasniy ¥ °

mail chain or any other information
indicating that the confirming party is

@l bl o Jl aad gl oleglas &

122 |SA 505, External Confirmations, paragraphs 7—8

124 |SA 505, paragraph A1l
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responding to the auditor’s confirmation

oo oyl @Bslall Clbs e Slas 5, 285Lally

request.
2=l
o Contains unusual restrictions or Bolias e Adesue oleds] of Togud asaty o
disclaimers.

A134. ISA 505'%¢ includes guidance for the auditor
when a response to a confirmation request
indicates a difference between information
requested to be confirmed, or contained in the
entity’s records, and information provided by
the confirming party.

arheld Slaliy) e 125(505) Al slas Jaidy (1340

v sl Jl Bslall clb e 50 by e

lmw § 53ylsll of Lele Adslall ciglball ciloglall
ALl @l Caylall e Zeuall cloglally sLadl

@ Jb 3558 @ Uk (JalSIL ASolas 2ayls 3Liie muly (S ol 3929 ane ] 4SEl A8slall b (e 5,1 HLAT
Led &uaidl oy (o pe § LA UM (0 AW Laslsd i 08 BLAALT 0 az LUl s o L) (e gyl e
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Example:

its cash balance.

A response to a bank confirmation request indicated that a bank account, in the name of wholly
owned subsidiary incorporated in an offshore financial center, did not exist. Upon investigating the
exception, the auditor determined that the entity misstated its financial statements by overstating

Examples of Other Further Audit Procedures

G 4,3La) Aazlya sl aliel

A135.Examples of possible audit procedures to
address the assessed risks of material
misstatement due to fraud are presented in
Appendix 2. The Appendix includes
examples of responses to the auditor’s
assessment of the risks of material
misstatement resulting from both fraudulent
financial reporting, including fraudulent
financial reporting resulting from revenue
recognition, and misappropriation of assets.

WSl LUl el ] e aliel U 3alll (yaazy 1351

@ G Gl cas Sragxdl canmdl Sblee A2l

peaid Sllaiadl (e Al Galll peiaty Leopds

oo S e Al Gasall capmdl bkl anlll

el JUI juaall ells § Ly o hsdall JW a1l
Jssadl sty cmlolydl ld] e )

Audit Procedures Responsive to Risks of Material
Misstatement Due to Fraud Related to
Management Override of Controls

il s sragdl iyt b il Dlaii dan ] e ly)
LU =908 5,0 jolmiy dilecl]

Journal Entries and Other Adjustments (Ref:
Para. 48—49)

(4948 ¢yiyaall iazly) 639 cMaadlly Aungall 3543

126 |SA 505, paragraphs 14 and A21-A22
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Why the testing of journal entries and other
adjustments is performed

G5 M railly Aagull 39ud lylis | duaws lew

A136.

Material  misstatements  of  financial
statements due to fraud often involve the
manipulation of the financial reporting
process by recording inappropriate or
unauthorized journal entries in the general
ledger and other adjustments. This may
occur throughout the year or at period end,
or by management making adjustments to
amounts reported in the financial statements
that are not reflected in journal entries, such
as through consolidation adjustments and
reclassifications.

ol e AU sl5al) 3 Byagell ilis el Gglais
e 3k e JW ozl 41 § caedls e ol
Sl 8 3 be pran s o Awlin e Aage 3543
U5 Giumy adg cMyaatll (e lage J) ALY calal
szl 8yl5¥1 alid Gyl oo ol BT 2ule 3 ol pladl Jlso
of 093 AW @lsall @ Lee all ALLN (e caas
P e JUll daw e Apagadl 0908 § (S

sl A U Caiiaddl Bale) clilacy cMaa|
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A137.

Testing the appropriateness of journal
entries recorded in the general ledger and
other adjustments (e.g., entries made
directly to the financial statements such as
eliminating adjustments for transactions,
unrealized profits and intra-group account
balances at the group level) may assist the
auditor in identifying fraudulent journal
entries and other adjustments.

A8 Al Aa gl 3948 Lsolin sute i | e by U
(05 @1 asaall Je) claarll e Lans alall 3Ll
Lolidl LYl cMaasS AU @leall § 5ale
Ja1s ablandl sumly 2aanll se zLHl cdlelally
e Ghyall 3 arbll (Aesasll dpins e Acsasll

hghall 63 cMualy gl 5gud

1371

A138.

The auditor's consideration of the risks of
material misstatement associated with
management override of controls over
journal entries'?® is important because
automated processes and controls may
reduce the risk of inadvertent error but do not
overcome the risk that management may
inappropriately override such automated
processes and controls, for example, by
changing the amounts being automatically
posted in the general ledger or to the
financial reporting system. Further, where IT
is used to transfer information automatically,
there may be little or no visible evidence of
such intervention in the information systems.

Al Gagll il jblra § aabll Sl aa
Pagagdl 3948 e dadall 08,0 clgs¥ By15¥1 ol
oo dms a8 Y alleally 38,010 ool ¥ Loge Tl
b e 0285 Y LSS Bueatll pe cllasil gsdy Jlas
A Ay LY Slleadly oloa¥l cllad 51531 jeles
U555 G LA sl Bk e JULT o e alin
3Mes. W yyatll allas J) of ladl 3lewdll s J) Lolals
Sloslall Jad cloglall 4uas susrad Loaie ells e
Y U3 ol (Bagdme Amssly Aol Gous umgs ¥ uas Lolals
G sl 1da Jie &gus e (@ILY (e sl 4y azgs

Slaglall wlas
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A139.

In planning the audit,'3® drawing on the
experience and insight of the engagement
partner or other key members of the
engagement team may be helpful in
designing audit procedures to test the
appropriateness of journal entries and other
adjustments (e.g., to address the risks of
management override of controls), including
planning for the appropriate resources, and
determining the nature, timing and extent of

Bolazedl 2anl all Ldasall aie agall oo 0sSs o
oo one ol LLEY! e Jogudl by all 2559 845 o0
sl paosas e BLEY! 31,8 3 syl sLacl
lpanilly Luagall 3328 Apalio gho LasY Aazlyll
S0 gl s Zplsl (JUL i o) 553
il slell Idaseall 13§ Les (8,0 clgsd
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ISA 315 (Revised 2019), paragraph 26(a)(ii)
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ISA 300, Planning an Audit of Financial Statements, paragraphs 5, 9 and 12
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the related direction, supervision, and review
of the work being performed.

oamally Bl il dum il gy Cudsiy A Wy
2dyais ok g Jeally Lyl

Obtaining audit evidence about the completeness
of the population of journal entries and other
adjustments (Ref: Para. 49(b))

Lungall 3548 paizme JLaaS| Ly Zaz e Aol e Jguam]!
()49 8,881 a2 1;) 5,331 Dlaall

A140. The population of journal entries may include
manual adjustments, or other “top-side”
adjustments that are made directly to the
amounts reported in the financial
statements. Failing to obtain audit evidence
about the completeness of the population
may limit the effectiveness of the audit
procedures in responding to the risks of
management override of controls associated
with fraudulent journal entries and other
adjustments.

lase of Luguall cOlaatll gl 5948 pnizms (asiaty U3 140
Lo oyl LAY e 85abee s (@1 "Lebadl” cMuaidl (1
Lazlye Wl e Jgwazdl pue dey sy 2 @slgall §
Sl Aleld (o Aall peizme JLS| e olin
ENER(EEIPO SR (IS ES SN ES S HES S| R-PPSNT
Adgdaall 6,381 cuaily Lsgd) Seudy dlays, L

Selecting journal entries and other adjustments
(Ref: Para. 49(c) and 49(d))

(249 il azly) §3Y haailly Lwsadl 2548 Hlas
((2)495

A141.Prior to selecting items to test, the auditor
may need to consider whether the integrity of
the population of journal entries and other

adjustments has been maintained
throughout all stages of information
processing based on the auditor's

understanding and evaluation of the entity’s
information system and control activities
(e.g., general IT controls that safeguard and
maintain the integrity of financial information)
in accordance with the requirements of ISA
315 (Revised 2019).1%2

Lot Laidl ) am LA 2 Ly 3 el s gl SLas | Js 1411

15 (5,51 aatlly Aeasall 3548 paizes Zedw i 1)

loglall Adlas >l auer IS Lele Llaxl @

Sloslas allsd) desaiy axldl md JI Taliul el

lgal JEll divw o) Led 38,01 alasaly sladll

e Laalaiy s @l wlaglall 285 (e Zoladl 405,11

Lr bl Slae obdaal lasy (W closlall Al
1312019 ale § Euzll) (315)

A142.The auditor’s understanding of the entity and
its environment, the applicable financial
reporting framework, and the entity’s system
of internal control may assist the auditor in
selecting journal entries and other
adjustments for testing.

QU yatdl lsly Latng BLadel) dagds an Ll ratug a8 1421
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132 |SA 315 (Revised 2019), paragraphs 25-26
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Examples:

The process of selecting journal entries and other adjustments for testing may be enhanced if the
auditor leverages insights based on the auditor’'s understanding about:

. How the financial statements (including events and transactions) may be susceptible to
material misstatement due to fraud, particularly in areas where fraud risk factors are present.

o The application of accounting principles and methods that may be susceptible to material
misstatement due to management bias.

. Deficiencies in internal control that present opportunities for those charged with governance,
management, or others within the entity to commit fraud.

Al143.Appendix 4

provides additional

Le ot O Sn Audlis] wlilael al 1 Glll 205 143
considerations that may be used by the

auditor when selecting journal entries and
other adjustments for testing.

&3 cMaadlly Aegall 3968 Hlasl ezl
La,Lasy

Timing of testing journal entries and other
adjustments (Ref: Para. 49(c) and 49(d))

Oepaal) tamly) 631 Eduatlly sl 59ud HLas| cudss
((2)495 ()49

Al44. Fraudulent journal entries and other
adjustments are often made at the end of a
reporting period; consequently, paragraph
49(c) requires the auditor to select journal
entries and other adjustments made at that
time.

Lle & Wle 391 o uatlly Apasell 3543 § Jiall pa, 1440
bl e ()49 8,aall Cdlaws (ellidy ¢ yanll 558
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ABK &l e
Example:
. Among the journal entries and other adjustments most susceptible to management override
of controls are manual adjusting journal entries and other adjustments directly made to the
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or no explanatory support.

financial statements that occur after the closing of a financial reporting period and have little

obscure their economic substance).

Al45.Paragraph 49(d) requires the auditor to [ <Jla <o 13 b wyazms a> Ul ¢ ()49 3,34l (b 1451
determine whether there is also a need t0 | i1 ¢ 591 =Muamlly Awsdl 3548 HLasy Loyl tal>
test journal entries gnd other adjustmen.ts s yagll iyl G Tl iiall Jlsbe caes
throughout the period because material - € sl . "
misstatements due to fraud can occur | $55F 489 telS Bl e dle St O oS A
throughout the period and may involve i) IS5 8.8 e lasY Aauly 9> Ae
extensive efforts to conceal how the fraud is
accomplished.
:4ial
AWsb Aie) 3508 sk e B o Sey it Sllalaseny Ly Lyl atie 0955 a3 @I a9l Cinymill Jlolia @
(g3lazs ¥l layage asd ud 1 28Mall =15 1,LY1 ae c)lalaall Buzall JSLJ! JUL Joiws (Ae)
Slga¥ aluial I3 (e LALAIS| o Say G B a)1 Jlshs dungddl 3948 wlile 3 Ad,datll all of 33LaI1 ¥l o
AV LS
Examples:
. Risks of material misstatement that may be strongly linked to fraud schemes that can occur

over a long period of time (e.g., complex related party transaction structures that may

. Anomalies or outliers in the journal entry data throughout the period that may be detected
from the use of automated tools and techniques.

Examining the underlying support for journal
entries and other adjustments selected (Ref:
Para. 49(c) and 49(d))

EMailly 2o gl sguat dwlad el 35Ul oo 3a=dll
((2)495 (2)49 e,aall a2 ) Waslas | w5 1 5,59

A146.When testing the appropriateness of journal
entries and other adjustments, the auditor
may need to obtain and examine supporting
documentation to determine the business
rationale for recording them, including
whether the recording of the journal entry
reflects the substance of the transaction and
complies with the applicable financial
reporting framework.

(&3 cMaadly Lagdl 3948 Lwlin gue HLasl e 1461
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Considering the use of automated tools and
technigues when testing journal entries and other
adjustments (Ref: Para. 49(b) and 49(c))

3908 5Las | e LY Clllg el alusaal 3 L)
((2)495 ()49 5,23 1) 5,531 bazlly Apagyll

A147.The auditor may consider the use of
automated tools and techniques when
testing journal entries and other adjustments
(e.g., determining the completeness of the
population or selecting items to test). Such
consideration may be impacted by the
entity’s use of technology in processing
journal entries and other adjustments.

aie AV Ly ool alusial 3 ax ) Jlaiy a8 1471

JUL Jae (o) 6391 cdlaanlly Auagall 5948 5L

e @ 3l HLasy of anizll JLeiS| gus il
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3 e LAl Lo gl 398 Asellase

Accounting Estimates (Ref: Para. 50-51)

(5150 (n3,8411 az ) dprsoloel ) ol sl

Why the review of accounting estimates for
management bias is performed

Byla¥l s e o A4S Awlall col i) yased Suaus ool

A148.The preparation of the financial statements
requires management to make a number of
judgments or assumptions that affect
accounting estimates and to monitor the
reasonableness of such estimates on an
ongoing basis. Fraudulent financial reporting
is often accomplished through intentional
misstatement of accounting estimates. For
example, this may be achieved by
understating or overstating provisions or
reserves so as to be designed either to
smooth earnings over two or more
accounting periods, or to achieve a
designated earnings level in order to deceive
financial statement users by influencing their
perceptions as to the entity’s performance
and profitability.
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A149.ISA 315 (Revised 2019) provides guidance
that management bias is often associated
with certain conditions that have the potential
to give rise to management not maintaining
neutrality in exercising judgment (i.e.,
indicators of potential management bias),
which could lead to a material misstatement
of the information that would be fraudulent if
intentional.134

olaldy] (2019 ple § Suxll) (315) aax Ul slins aug, 1491
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Indicators of possible management bias

85109 s Jlais ! e ol sl

13 |SA 315 (Revised 2019), paragraph 2 of Appendix 2
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A150.1SA 540 (Revised)'*® includes a requirement | sigeq dlais e 135(0xL1) (540) 2zl lias Jaidy 1501

and related application material addressing | | . . o
indicators of possible management bias. Fe Jlazat e Wt @l gl 5l o 15 2agsbas
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Examples:

Indicators of possible management bias in how management made the accounting estimates that
may represent a risk of material misstatement due to fraud include:

. Changes in methods, significant assumptions, sources, or items of data selected that are
not based on new circumstances or new information, which may not be reasonable in the
circumstances nor in compliance with the applicable financial reporting framework.

. Adjustments, made to the output of the model(s), that are not appropriate in the
circumstances when considering the requirements of the applicable financial reporting
framework.

A151.The auditor may use automated tools and | <luaasll pa=al 3T Calluly olgal az Ll ausiug ad 1510
techniques to review accounting estimates
for management bias.
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136 |SA 540 (Revised), paragraphs 32 and A133-A136

Osslmall Lol aloes ¥l 205 (o 111 dmige Oty Caam el Agsga il A )l Aoz ys




(&ozell) 240 dan L) Hlae

5yl AL a8se ol SLlll Gpadl Gapall alastaly puaall 3 deasiadl SLAB ko clylie sha| @

eyl bld! J) Tabied Alanad) glgill Gigas Jlais| e 28,k gl clxall plasiul @

Wyl mledl gia crass

Examples:

and prior period estimates.

. Analyzing the activity in an estimate account during the year and comparing it to the current

. Benchmarking assumptions used for the estimate, using data visualization to understand
the location of point estimates within the range of acceptable outcomes.

management bias that may be intentional,
the auditor may consider it appropriate to
involve individuals with forensic skills in
performing the review of accounting
estimates for management bias in
accordance with  paragraphs 50-51.
Applying forensic skills through analyzing
accounting records, conducting interviews,
reviewing internal and external
communications, investigating related party
transactions, or reviewing internal controls
may also assist the auditor in evaluating
whether the indicators of possible
management bias represent a material
misstatement due to fraud.

. Using predictive analytics to identify the likelihood of future outcomes based on historical
data.
A152.1f there are indicators of possible | jxullliag &ls¥l Aixs Jlaasl e olidie 3929 Jl> @ 1521

i) clid) oo 4T az LUl 6 ddd Jaeate 05K, 48
Slpanll pamd duais die Aslimdl L 693 (e 31,30
51-50 cxs,aald (adg o8yl0¥) s e cadsl aulxl
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Ml o ol ceMlall slya] of «Luloell ez
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Byla¥l s Jlais | e Al el gl o 15 Lo qugis
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Significant Transactions Outside the Normal
Course of Business or Otherwise Appear Unusual
(Ref: Para. 52)

(52 BJ.E.Q_” E’.b) LS)—"'T A_aLA_wi éi' saolias

A153.Indicators that may suggest that significant
transactions that are outside the normal
course of business for the entity, or that
otherwise appear to be unusual, may have
been entered into to engage in fraudulent
financial  reporting or to  conceal
misappropriation of assets include:

@ Joxul Jlaas! de Jus w8 & wlhasll o e (1531
9 lalas of el Jeall jlus b5 Aage Dkl
dlo 5,85 slae] Bug (31 Glwd @Y Boline a2

i o cJguadl sl elasy of Jhgdiaa

o The form of such transactions appears
overly complex (e.g., the transaction
involves multiple entities within a
consolidated group or multiple
unrelated third parties).

o) lalall ells JSa 3 Wl (o AST gzl .
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o Management has not discussed the
nature of and accounting for such
transactions with those charged with
governance of the entity, and there is
inadequate documentation.

EMelall el dacd 4adliag E)b}” ﬁLié poe L
SLAIL) U515 2aSsolly nalSll ae Liae Lwlzlly

B 34353 3929 ey

[ Management is placing more
emphasis on the need for a particular
accounting treatment than on the
underlying  economics of the
transaction.

Llms Axllas (] L2ll e 301 S5 e
Loliard¥l sla¥l e LapSys oo ST dins
Adalaeald 2l

o Transactions that involve non-
consolidated related parties, including
special purpose entities, have not
been properly reviewed or approved
by those charged with governance of
the entity.

sl pamally sLadll 9 2Symlly (ralSll ald pue °

bl e gshais 1 Slelael) mabudl slaze]

ladll cls 8 Ly Buasge ae LSy a8Me I3
oLl Layall s

o Unusual activities with no logical
business rationale.

o The transactions involve previously
unidentified related parties or parties
that do not have the substance or the
financial strength to support the
transaction without assistance from
the entity under audit.

ok o e @ld BLbi de clalall ¢lgis °
59all of 59,01 cllias ¥ (81,1 of (laylu lacyuss
oo Baelus 0o Aalall eead 2ol 2JUW

Al peld daslsdl sLadll

Analytical Procedures Performed Near the End of
the Audit in Forming an Overall Conclusion (Ref:
Para. 53)

Zleiiwl (usST e dex ) Gl od Sidil] deldmil] e oy
(53 3)5.5_” E"‘))[’L‘

Al54.1SA 520 explains that

the analytical
procedures performed near the end of the
audit are intended to corroborate
conclusions formed during the audit of
individual components or elements of the
financial statements.'3® However, the auditor
may perform the analytical procedures at a
more granular level for certain higher risk
classes of transactions, account balances,
and disclosures to determine whether
certain trends or relationships may indicate a
previously unidentified risk of material
misstatement due to fraud. Determining
which particular trends and relationships
may indicate a risk of material misstatement
due to fraud requires professional judgment.
Unusual relationships involving year-end
revenue and income are particularly
relevant.

Slel2¥l oo dadl OF (520) daxbll Slas mas
w92 bl Ble 8 laduans o @I 2l
3 lgSU 2oz e sl L) Juostll @3 1 ol Lz
dagy aad s aey T AIUN @ilsall 2payall peoliall
Sliat Msass AST (sgtume e Aelidomall e, an Il
ald Bae alolad) o allus sumyl of cdlas
Buslad! clales¥l (amy co 3] Lo agustd (el Jbles
Gl iy S92 oy Jlas ) A4S 45 SEMall ol
REPSES (PSS D PP I PR DA TSN JOT U
3929 | Add a8 &1l SlEMally susludl ilales¥) s
e Sl iy il i Syas! canymrll s
@l alall Ble § dsag ol e Jerdd @l alzall

Aols deal
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138

ISA 520, paragraphs A17-A19
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saliel
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Examples:

reporting period.

. Unusual transactions.

subsequent period; or

period.

. Income or expenses that are inconsistent with trends in cash flow from operations:

o Uncharacteristically large amounts of income being reported in the last few weeks of the

o Uncharacteristically low amounts of revenue or expenses at the start of the

o Uncharacteristically high levels of refunds or credit notes at the start of the subsequent

A155.The auditor may use automated tools and
techniques to identify unusual or
inconsistent transaction posting patterns in
order to determine if there is a previously
unrecognized risk of material misstatement
due to fraud.

Llal adpal 291 Ly ol an Ll ausiug 48
st elldg A will p of saliall e cdlelall Jus 3
o o Gl cuay Gra9e canyms s cllia o8 15 L

RV

1551

Fraud or Suspected Fraud (Ref: Para. 55-58)

(58—55 wilyaall iazly) Guddl deds gl (!

A156.If the auditor identifies fraud or suspected
fraud, the firm’s policies or procedures may
include actions for the engagement partner
to take, depending on the facts and
circumstances of the audit engagement and
the nature of the fraud.

Joldd uad (b Aed ol Gie e ax Ll BT 13
e onaty @ ol adl e Sl Slelya) of Slusliw
Sli> e iy dadlssl Lladl e Jogudl cbyall
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salial
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Examples:
. Consulting with others in the firm.
. Obtaining legal advice from external counsel to understand the engagement partner’s

options and the professional or legal implications of taking any particular course of action.

. Consulting on a confidential basis with a regulator or professional body (unless doing so is

prohibited by law or regulation or would breach the duty of confidentiality).

A157.1n accordance with ISA 220 (Revised),4° the

engagement partner is required to take
responsibility for making the engagement
team aware of the firm’s policies or
procedures related to relevant ethical
requirements. This includes the
responsibilities of members of the
engagement team when they become aware
of an instance of non-compliance with laws
and regulations by the entity, which includes
instances of fraud.

abyadl e oran 0 (Suaxll) (220) Aax ) Ll lagy 157

G Abl>] oo Aosud) Jozs LLaYI e Jogudl
Sldbally Zalasll Casl alelya ) of lubowy bls
Goxd slacl aldosue clld Jadug dlall ol 48
oo lsllly Lalas¥il Al sue Wl wpale die Lol

Sadl e s 3 Ly ladll s

Obtaining an Understanding of the Fraud or
Suspected Fraud

il st 3 il o ] st

A158.The determination of

which level of
management is the appropriate one is a
matter of professional judgment and is
affected by such factors as the likelihood of
collusion and the nature and magnitude of
the suspected fraud. Ordinarily, the
appropriate level of management is at least
one level above the persons who appear to
be involved with the fraud or suspected
fraud.

@Sl gunsy el calidl oY) goradl dyums dad 158

Lapbg sblss ag2g Jlail o Jalgay 213 (5lug (g !
Gl Goradl oo ale JShug il Apd ez
il ool a3 G1¥1 Soiuldl shay Sytue 52 coulill
aly et Gidll At of Shall @ Osboygte ol 9
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ISA 220 (Revised), paragraph 17(c)
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A159.fWh§n obtainintgdafn ugdtirstangi[ng of tze a2l a5y 1 e il 2 ol sl od JI osill i 1501
raud or suspected fraud, the auditor may do e P
one or more of the following depending on Llol Boby Gli> ety b oo S8l a2l
the facts and circumstances of the audit soiad) Aanbog das
engagement and the nature of the fraud:

° Involve an auditor’'s expert, such as an | 5,48 Ll g cnain Gl el s el 4] .
individual with forensic skills. o .
Al Ll 693 e

U Inspect the entity's whistleblower | clallsll e PN moliyy wlall golll jamall o

rogram  files  for  additional P
ﬁ’lfo?mation. aleglall e il e Jguamlt 3L

[ Make further inquiries of: dl ohluarad! e a3l 4z g5 o

o The entity’s in-house counsel or | gilall jlatadl of Jdsludl Ladull o
external legal counsel. ) T
9 Bladeld @JL&J‘

o) Individuals within the internal | ) als|l sl dadsy e o189 o)
audit function (if the function | - o i
exists). (sl ells 2525 I\

Evaluating the Entity’s Process to Investigate and | | -deg il 2ps of Jiall c¥ls e gpmll sLadll 27 qugas
Remediate the Fraud or Suspected Fraud i i

A160. The nature and extent of the entity’s process | oi sl oe gpmall 3LAIL 20T gung Zapds alizs a8 160
to investigate the fraud or suspected fraud | . . o - o et e
undertaken by management or those |  *Ssl Csalll ol 51l Ladens A Giall Ak
charged with governance may vary based on | Llss 2ea¥ sLaill qudn 201 sda 5lo a8y ccdg lall
the circumstances, and may be influenced Sl TR L
by the entity's assessment of the Ja e 3 U spadl Sl hals sl
significance of fraud risks relevant to the | sf) sm|@@mx§1\o&@g\ wobin sz 8 Jlll
entity’s financial reporting objectives. For 3ol ol of lebise (sl e 2 IR
example, an entity’s whistleblower program derd 2lebels e (i) e P 533 gald
(or other program to report fraud) may set | a9l § Lo LMoy Jiludl oo il lat Logd e
out policies or procedures to be followed in T R U P I YRIET -
relation to investigation and remediation of ' Go S G e
matters, including the establishment of
thresholds for taking further action.

saliel

cdl>ig sLaall 3 L Jseall lely2¥lg clulind! )oY casly . yid 985y Baaa eelin sliun Gilu cilbgs aud °
2851 13 2yl e 511 (g SLALLT ezl clialio § LY Tyl 2yl )51 1515 igilall 350591 J) il
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Examples:

necessary.

. New allegations of fraud were made by a disgruntled former employee. Management
followed the policies and procedures in place at the entity and referred the matter to the
legal and human resources departments. Since the entity’s policies and procedures were
followed and prior allegations with similar facts and circumstances had been investigated
and determined to be without merit, management determined that no further action was

. A suspected fraud involving a senior member of management was reported to those
charged with governance by an employee. As a result, those charged with governance
followed the policies and procedures in place at the entity, including engaging a certified
fraud examiner to perform an independent forensic investigation.

Al161.When evaluating the appropriateness of the
entity’s investigation process and remedial
actions implemented to respond to the fraud
or suspected fraud in accordance with
paragraphs 55(b) and 55(c), the auditor may

wliyailly el &l Lwlie o @usas e 1610
et ol il Blaal sLal Lgads @I Amiiatl]
Lesd ax Ll Loty 18 ()55 ()55 opaal gy Ll

consider: ok

° In relation to the entity’s process to | a.a sf iall (e gpmtld BLAALI AL lan Lesd U
investigate the fraud or suspected -l
fraud: )

o The objectivity and competence
of individuals involved in the
entity’s process to investigate
the fraud or suspected fraud.

2(.._;_.“ Q C;«_S)L&.L| .Jb.é‘}” 5;[.553 A ginga O
il el of il e gpmnld sLAAL

e} The nature, timing and extent of
procedures to investigate the
fraud or suspected fraud,
including identification of root
causes, if applicable.

o Gl Slelyr| Gag cudgig Al O
ayanll U3 g Loy (i) Al ol il
JUNESICIRESNES O {ppFs

o In relation to the entity’s actions to
remediate the fraud or suspected
fraud:

b ol Jiad) Plad sLadl) wildyuany 3lagy Logd °

o) Whether the remedial actions
address the root cause(s).

o} Whether the remedial actions
are proportionate to the severity
and pervasiveness of the
identified fraud or suspected
fraud and the urgency with
which the matter needs to be

s
Ayl Sl
Wﬂ‘ QD)M‘ ool |.5! L (@)

sl Wl HLaT1 g i e o) Lewliia
g Lple (sl ‘QS@J‘ sl H.Mji
EIIYE Y PPV ([ FESIN SV [EE O]

addressed, including  how bl sld a8
management:
- Responded to  any | st @5 olas,=s ¥ alzind] -

misstatements that were
identified (e.g., the

g JUll Jaw o) Lple

205 (40 117 dxbyo

Oslzelly e eld Aangaad) Al Az )3



(&ozell) 240 dan L) Hlae

timeliness of when the
identified misstatements
were corrected by
management).

el Bl ald desw
.(WJM\g@JlQL&.»ﬂ!

- Responded to the fraud
(e.g., disciplinary, or legal
sanctions imposed on the
individuals involved in
perpetrating the fraud).

e (o) il Al 4ylmredd)] -
o Al wbgasdl Jull
de Ladss @3 (@I aggilall
(il GGy & cnalliall 51,891

- Addressed the control
deficiencies regarding the
prevention or detection of
the fraud.

CHEN N IEYOSN-3EE S PEAPY .
ABLAIST of sl aie ool

A162.The auditor may use information obtained
from their understanding of the entity’s
whistleblower program in accordance with
paragraph 32(a)(ii), including the entity’s
process for investigating and remediating
allegations of fraud that came through the
entity’s whistleblower program, to determine
whether a fraud or suspected fraud is clearly
inconsequential.

IW o0 Lple o> @) Sloglall an bl ausiug 43 1621

5,aall lagy sladll § clallell o LY malind 4o
oiadl @elia e (gpmall sLAIL 2T el 3 Ly ((2)(1)32
ell3g il e Y1 maliy IMS (e 3,5 31 L2dles
ol A o il ol o sl (e 08 13] Lo g

Ao g_,b_a))l.'_uj

Jle
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Example:

. Based on an understanding of the suspected fraud obtained through understanding the
entity’s whistleblower program, the engagement partner determined the suspected fraud
was clearly inconsequential because it was limited to the misappropriation of immaterial
assets by employees.

Impact on the Overall Audit Strategy oo lyall ol Azl i e 53

A163.The understanding obtained about the fraud |  zall 2. of (il olas 4] diosidl @3 gl madl 350 1631
or suspected fraud impacts the engagement | . i . L )
partner's determination of whether and how |t e O 131 Ll e dggad ] ey il s e

to adjust the overall audit strategy, including | 3 Lo «cll3 24,59 Zax|hold Aalall dzmsl Al Jyoald

determining whether there is a need to U s 3 e e o ot
perform  additional risk  assessment | < Al b Arle cllia 2o 3] Lo s oS

procedures or further audit procedures,
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especially in circumstances when | asls) daslne olelya) of bzl 5 Slely)
information comes to the engagement i .
partner’s attention that differs significantly LU oo dosall 2yl wle ] goy Losic Loy
from the information available when the | o &l Gloglall e Grage JShy calizs Slaglas
overall audit strategy was originally | . . . e o .
established.142 § Barbol) Ralall Hmdl ) gy e o) Aolie
141.J_‘a‘>y|
A164.As described in ISA 220 (Revised),*** in | 4ls 143, () (220) Raz bl jlas @ mioge 52 LS 1640
fulfilling the requirement in paragraph 56, the . e
engagement partner may obtain information | J954! 2l deazms 1856 5,580 cdlaies eldgll is
from other members of the engagement [ 5.6 3 ;03¥ sLac¥l (1o Sloglas de Ll (4e
team (e.g., component auditors). (SUsSU lya cJULT Jae o) LUyl
A165.Based on the understanding obtained about | 2.z of il ol 4] dogtll @3 gl el J) Tolidul 165
the fraud or suspected fraud and the impact 5 el oLl e lad) Foontl }'” Ul e all
on the overall audit strategy, the | -8 &zl isldldemslindl e olls 1y pis]
engagement partner may determine that it is | didlie ygpmall o 4l LLEY e Jogedl el il
necessary to discuss an extension of the | . . et .
audit reporting deadlines with management | “* Uy 8,15¥1 ae 4”""‘“ o0 Asldl ssloll pes
and those charged with governance, where é‘)—l—“ji Lelas¥l Cor goy San et (4 (5w 2SIl
an extension is possible under applicable | . .7 T
: . . LA Slas ol (LiSlas duaed! ¢ 131y .4 daill
law or regulation. If an extension is not 4'?'?’1 T O e oS ol 1l 4
possible, ISA 705 (Revised) deals with the | olisaLll gl e JUT e ells e Cafs L Joliiy (705)
implications for the auditor’s opinion on the ERTCPIN
financial statements. e
Jle
ULl 2ead Tlasg el Joma il 3,081 Al of LLa e Jogadl cliyall uazel (il 4pd od J) Tobidal o
@5 ol dI 4leSh 2 LU LLs)l e @La) doe @ duass sems ¥ a6l LLaYI (e Jogeldl cby il sus (laLadily
alin g2 e Al g ud
Example:
. Based on an understanding of the suspected fraud, the engagement partner believed the

integrity of management was in question. Given the significance and pervasiveness of the
matter, the engagement partner determined that no further work was to be performed across
the entire audit engagement until the matter had been appropriately resolved.

142 ISA 300, paragraphs 10 and A18

144 ISA 220 (Revised), paragraph 9
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The Auditor Identifies a Misstatement Due to Fraud

A166.I1SA 4507 and ISA 700 (Revised)4®
establish  requirements and  provide
guidance on the evaluation of misstatements
and the effect on the auditor’s opinion in the
auditor’s report.

145(700) Zax Ul jLasy *5(450) daxl,ll slas su= 1661
Al Sl =il @ugas olin @lolay) oleddsy wldhia

.o,.:)a_:é 314l C‘?")‘U ‘__;T)dl.c el

A167.The following are examples of qualitative or
guantitative circumstances that may be
relevant when determining whether the
misstatement due to fraud is material:

13 (3985 03 31 2aST) ol duegidl B9 lall Alial by Legd 1671
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Examples:

Quialitative circumstances include whether a misstatement:

. Involves those charged with governance, management, related parties, or third parties that
brings into question the integrity or competence of those involved.

. Affects compliance with law or regulation which may also affect the auditor’s consideration
of the integrity of management, those charged with governance or employees.

"4".3_>_/)..[/J){> W/d@ﬁ//ﬁﬁ”(450) ztaa\)l\ sleas 145
LU @iloill e yoriilly ST 5usST"(700) Az LUl slens 1

147 ISA 450, Evaluation of Misstatements Identified during the Audit

148
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earnings expectations.

for senior management at the entity.

periods’ financial statements.

. Affects compliance with debt covenants or other contractual requirements which may cause
the auditor to question the pressures being exerted on management to meet certain

Quantitative circumstances include whether a misstatement:

. Affects key performance indicators such as earnings per share, net income and working
capital, that may have a negative effect on the calculation of compensation arrangements

. Affects multiple reporting periods such as when a misstatement has an immaterial effect on
the current period’s financial statements but is likely to have a material effect on future

A168.The

commit fraud, a perceived opportunity to do
so or some rationalization of the act, an
instance of fraud is unlikely to be an isolated
occurrence. Misstatements, such as
numerous misstatements at a business unit
or geographical location even though the
cumulative effect is not material, may also be
indicative of a risk of material misstatement
due to fraud.

implications  of an identified | < il oyl e AL HUYI Aalall Cag)lall sues L1681
misstatement due to fraud on the reliability of ) ) .. )
information intended to be used as audit | G 2t Al G2 J Al oy 4ule Byal
'e::vidence ijepends;1 on the (_:irc.l%l_msta?cesd. e ey Banlye 215K Lealasiul piiad &) laglall
or example, an otherwise insignificant frau . RPTIE L. PO
may be significant if it involves senior Lol 8,1531 i 13] Logn o) 2 i) o 3 e JUEL
management. In such circumstances, the | &l zuas 48 (dgylall s Jie G .4b Abysio
reliability of information previously obtained | ., . ; -
- ; . | | gl | esla | el
and intended to be used as audit evidence ‘-sdﬁﬁw“st“#d s "l"l e sleie
may be called into question as there may be [ 0555 48 4¥ (cli asge Aozl UsE Lalusiul afiad
doubts about the completeness and | i, .t| iy LS| N s s
truthfulness of representations made and © 5»‘) > ’SA
about the authenticity of accounting records (3Usdly dloel) el dudliiang
and documentation.
A169. Since fraud involves incentive or pressure to | 8 of 4,55,¥ Lgas 28193 e golaiy il Sks 1690

rod calaad alall Sl Gany ol 4 plall 85uate
0585 ady Fyare Bus (aall adly 0555 of eyl a
Slasy gas] G sl lay=dll e colis,=dll
Lol 056 o 0l o byl alsll i of JLecdl
Ciyas s sgmg e Ladl Tage Lass SIAN
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Considerations Specific to Public Sector Entities

pladl g laall lides 2ol ol)lacl

A170. For public sector entities, an example of both
gualitative and quantitative circumstance
includes whether a misstatement affects the
determination of the surplus or deficit
reported for the period, or whether or not the
public sector entity has met or exceeded its
approved budget, including where relevant,
whether its expenses are within statutory
limits.

oo S el oo ld aladl plaall wlides @lan Ld 1700
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Determining if Control Deficiencies Exist
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internal control include, for example:

A171.1SA 265'° provides requirements and | .Lay olslayls oildlhze 9(265) dar Ll slas casazy 1711
guidance about the auditor’'s communication | . " . . .
of significant deficiencies in internal control | ¢ et sl dxsls 2aSexlly caalsll a2 Ll L)
identified during the audit to those charged | s daz bl bl Lele Cayasll @5 &1 adsludl 4,08,
with governance. Examples of matters that | _ . L oL Gl s
the auditor considers in determining whether OE 13) Lo s e Ll Led lasy (A1 90dl Alial
a deficiency or combination of deficiencies in | aulslull a,08,01 3« jouadll dagl (o A garma ol (b yguad
internal control constitutes a significant T s
- . P [ygead JSCaS
deficiency include: Globoay
° The susceptibility to loss due to fraud | ¢laaall 25Mall 63 Y1 of La¥l 5,25 2,415 °
of the related asset or liability. ..
oadl cauy
o The importance of the controls to the | JWI .zl 409 208,01 clgal Llias (&) 4eall o
financial reporting process (e.qg., | (s . X
. ! Wl a Il (JEll s
controls over the prevention and Gl gl BN sl WJELE dae o)
detection of fraud). (48Laisy
Al72.Indicators of significant deficiencies N | a,5,]1 3 doe j94a dagl 529 Lo DI ol il e 1721

DU et e ads 1)

o Evidence of ineffective aspects of the
control environment, such as the
identification of management fraud,
whether or not material, that was not
prevented by the entity’'s system of
internal control.

A0 Ay G Wlad pe cilyr 352y e WY @

O Flu B il o 2 e el Jie

LI allas M5 (e daie oy @ Y of Lyage
sladll § ads 1l

o The lack of a process to investigate
the fraud or suspected fraud or a
process to investigate the fraud or
suspected fraud that is not appropriate
in the circumstances.

3T‘Mla¢13i&s_ﬂoﬁ@zﬂ.¥@h§%‘aa °
Yol e ol Giall e gl 4T 299

o The lack of, or ineffective, remediation
measures implemented by
management to prevent or detect the
reoccurrence of the fraud or
suspected fraud.

G mpmiatll pplaall Alels ane ol Gl .
9 it Esgu 51,85 BLAIS) ol Al 1Y Lrasks
il ek

Auditor Unable to Continue the Audit
Engagement (Ref: Para. 59)

byaall t"b) A b, ‘"j)b.ol.w’ﬂ P c."-b.U 5yl pus
(59

A173.Examples of exceptional circumstances that
may arise and that may bring into question
the auditor’s ability to continue performing
the audit include:

¥l 5 a8y yedas a8 ) Al Cag lall Alial (e 1731
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o The entity does not take the
appropriate action regarding fraud that
the auditor considers necessary in the
circumstances, even where the fraud

QL@ %LLU d)4a.].n ..)L‘z'v'l.’ SL:&-LL‘ ‘QLAQ ‘a..\.r- o
cgylall el § Lygyus ax Ll ol gl o il

150 |SA 265, paragraphs 8 and A6—-A7
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is not material to the financial
statements;

AU @ilgall rage e Jiall lda o o s>
ol

° The auditor’s consideration of the risks
of material misstatement due to fraud
or the results of audit procedures
performed indicate a material and
pervasive fraud; or

Gl ks ad] ady yddieg Sra92 Sl 3929 .
B ol Gl cav Gragll =il ol

9l tladgais @3 G dax Ll alel)

[ The auditor has significant concern
about the competence or integrity of
management or those charged with
governance.

Byl Aaliig 8o laS ¢yl ax LAl s S 31at) .
Syl cnalll of

A174.Because of the variety of circumstances that
may arise, it is not possible to describe
definitively when withdrawal from an
engagement is appropriate. Factors that
affect the auditor's conclusion include the
implications of the involvement of a member
of management or of those charged with
governance (which may affect the reliability
of management representations) and the
effects on the auditor of a continuing
association with the entity.
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A175.The auditor has professional and legal
responsibilities in such circumstances and
these responsibilties may vary by
jurisdiction. In some countries, for example,
the auditor may be entitled to, or required to,
make a statement or report to the person or
persons who made the audit appointment or,
in some cases, to regulatory authorities.
Given the exceptional nature of the
circumstances and the need to consider the
legal requirements, the auditor may consider
it appropriate to seek legal advice when
deciding whether to withdraw from an
engagement and in determining an
appropriate course of action, including the

el e @ Aellasy e wldosun azlll domzy 1750
oany 465,38 Algs (e caliss uldgsudl siag g Lall
P dale com f el 3y JUL s e Jo
s LU s 1oY digary gald il (oleadl gl jaxsdl
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bl e 0585 add Olewd) 3 Aallaidl ldlazl
23 Lo 13) 3593l8 By5die (e Igsandl G Hlaall azlyel)
3 Loy el Chypntll tyamily Lo e coloead ]
Laganall slalidl of caaludl ) 53,45 28 Jlaz>l <3

possibility of reporting to shareholders, Blpant ol
regulators or others.15?
Considerations Specific to Public Sector Entities plafl gllil] ciliia dols olylic!

A176.In many cases in the public sector, the option
of withdrawing from the engagement may
not be available to the auditor due to the
nature of their legal mandate, based on
public interest considerations.

Shs 058 w8 alal glhall § N e S G 176
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152 The IESBA Code, paragraphs 320.5 A1-R320.8, provides requirements and application material on communications with the
existing or predecessor accountant, or the proposed accountant.
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Auditor’s Report (Ref: Para. 60—62)

(62—60 &l yaall 8‘3) 8‘)1‘)'.'.)'53

Determining Key Audit Matters Related to Fraud

Il daleil] daslyall dacs S yo0¥] byt

A177.Users of financial statements are interested
in matters related to fraud about which the
auditor had a robust dialogue with those
charged with governance. The
considerations in paragraph 60 focus on the
nature of matters communicated with those
charged with governance that are intended
to reflect matters related to fraud that may be
of particular interest to intended users.

G Sl dalaall Headly AU @lsall sensive @i 1771
35539 2aSsmlls (nalSU s Tala g Lelda az LU g5
o M Ogelll Al e 60 8,241 § Byl lLacd
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S pols sletal e 055 08 &I Giadly Zalaall 55
PRV IR IVRE S INY

A178.In addition to matters that relate to the
specific  required  considerations in
paragraph 60, there may be other matters
related to fraud communicated with those
charged with governance that required
significant auditor attention and that
therefore may be determined to be key audit
matters in accordance with paragraph 61.

& Lsllall doldl chlae¥ly slass &1 eell ) A8Ls) 178
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A179.Matters related to fraud are often matters
that require significant auditor attention. For
example, the identification of fraud or
suspected fraud may require significant
changes to the auditor’'s risk assessment
and reevaluation of the planned audit
procedures (i.e., a significant change in the
audit approach).

llas 31 el (o ATl § il Aalasll el aad 1790
cdby w8 JU e s a2 bl o TS Lolesal
GBS el eha) Shall 2pd ol sl (e C3yanll
Ll cleba] @eas olely sbleell anlll ouas
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A180.The determination of key audit matters
involves making a judgment about the
relative importance of matters that required
significant auditor attention. Therefore, it
may be rare that the auditor of a complete
set of general-purpose financial statements
of a listed entity would not determine at least
one key audit matter related to fraud.
However, in certain limited circumstances,
the auditor may determine that there are no
matters related to fraud that are key audit
matters in accordance with paragraph 61.
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A181.Accounting estimates are often the most
complex areas of the financial statements
because they may be dependent on
significant management judgment.
Significant auditor attention may be required
in accordance with paragraph 60(a) to
respond to assessed risks of material
misstatement due to fraud associated with
an accounting estimate that involves
significant management judgment.
Significant management judgment is often
involved when an accounting estimate is

& Tusaas ASYI Ll LI G (2 Alll lpaasll 1811
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subject to a high degree of estimation
uncertainty and subjectivity.

:Jlse

BLAAL) jouan Lasy Leud i) oy Gragadl Canpmtll Slase) 2l diila (0 S plotal Cdyim 85950 az s>
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Example:

The auditor determines significant auditor attention was required to respond to the risk of material
misstatement due to fraud associated with the entity’s estimate of expected credit losses.
Management utilizes a model that requires a complex set of assumptions about future
developments in a variety of entity-specific scenarios that are difficult to predict. Based on the
auditor’s identification of aggressive profitability expectations of investment analysts about the
entity, the auditor identified a risk of material misstatement due to fraud because of the subjectivity
involved in the expected credit losses estimate and the incentive this creates for intentional
management bias.

A182.1SA 265 requires the auditor to communicate
a significant deficiency in internal control to
those charged with governance that is

ol B Azl e (265) aaxlll Hlas Cdlagy 1821
Ao 13 00685 A3 I 801 3 0o Lgaad Ly aSs=lly

relevant to the prevention and detection of
fraud. Significant deficiencies may exist
even though the auditor has not identified
misstatements during the audit. For
example, the lack of a whistleblower
program (or other program to report fraud)
may be indicative of deficiencies in the
entity’s control environment, but it may not
directly relate to a risk of material
misstatement due to fraud. The auditor may
also communicate these deficiencies to
management.

319G Ao sgund Al Uz g aBy 48LAIS ]y il pie
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A183.This ISA requires management override of

controls to be a risk of material misstatement
due to fraud (see paragraph 40) and
presumes that there are risks of material
misstatement due to fraud in revenue
recognition (see paragraph 41). The auditor
may determine these matters to be key audit
matters related to fraud because risks of
material misstatement due to fraud are often

A 801 calga¥ 5yla¥) Joles slael slaall fda cillaz, 1830
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matters that both require significant auditor
attention and are of most significance in the
audit. However, this may not be the case for
all these matters. The auditor may determine
that certain risks of material misstatement
due to fraud did not require significant
auditor attention and, therefore, these risks
would not be considered in the auditor’s
determination of key audit matters in
accordance with paragraph 60.

iBsll G Jiady a2 LA (oo TS Lolozal cllas 1 55!
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Al184.

As described in ISA 701,'% the auditor's
decision-making process in determining key
audit matters is based on the auditor’'s
professional judgment about which matters
were of most significance in the audit of the
financial statements of the current period.
Significance can be considered in the
context of quantitative and qualitative
factors, such as relative magnitude, the
nature and effect on the subject matter and
the expressed interests of intended users or
recipients.156

Sl Wiy 2(701) Zaz LUl Hlas § pioge 52 LS
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A185.

One of the considerations that may be
relevant in determining the relative
significance of a matter that required

significant auditor attention, and whether
such a matter is a key audit matter, is the
importance of the matter to intended users’
understanding of the financial statements as
a whole.1%8 As users of financial statements
are interested in matters related to fraud, one
or more of the matters related to fraud that
required significant auditor attention in
performing the audit, determined in
accordance with paragraph 60, would
ordinarily be of most significance in the audit
of the financial statements of the current
period and therefore are key audit matters.

s e Ale @13 0655 w8 (I wllaed) o e aa
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1851

A186.

ISA 7011% includes other considerations that
may be relevant to determining which
matters related to fraud that required
significant auditor attention, were of most
significance in the current period and
therefore are key audit matters.
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155
156

158

160

ISA 701, paragraph 10
ISA 701, paragraph Al

ISA 701, paragraph A29

ISA 701, paragraph A29
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Communicating Key Audit Matters Related to
Fraud

ity dleil] daxlral) dais ] ys0¥l XY

A187.If a matter related to fraud is determined to
be a key audit matter and there are a number
of separate, but related, considerations that
were of most significance in the audit, the
auditor may communicate the matters
together in the auditor’s report. For example,
long-term contracts may involve significant
auditor attention with respect to revenue
recognition and revenue recognition may
also be identified as a risk of material
misstatement due to fraud. In such
circumstances, the auditor may include in
the auditor's report one key audit matter
related to revenue recognition with an
appropriate  subheading that clearly
describes the matter, including that it relates
to fraud.
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A188.Relating a matter directly to the specific
circumstances of the entity may help to
minimize the potential that such descriptions
become overly standardized and less useful
over time. In describing why the auditor
considered the matter to be one of most
significance in the audit, the auditor may
highlight aspects specific to the entity (e.g.,
circumstances that affected the underlying
judgments made in the financial statements
of the current period) so as to make the
description more relevant for intended users.
This may be particularly important in
describing a key audit matter that recurs over
multiple periods. Similarly, in describing how
the key audit matter related to fraud was
addressed in the audit, the auditor may
highlight matters directly related to the
specific circumstances of the entity, while
avoiding generic or standardized language.
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A189.1SA 701'®?%includes considerations and
guidance on original information (information
about the entity that has not otherwise been
made publicly available by the entity) that
may be particularly relevant in the context of
communicating key audit matters related to
fraud.

Slaliyls whlael de 1(701) 2oz bl Jlas Joxdy 1890

od5 @ BLadll g Slaglas) ba¥l Cilaglally 3lazs

Ao 13 055 uB & (L (o pyeall Laslsly sLaall

Aalazl) dax hell Ayl 5ol P Bliws § 2l
ol

162 |SA 701, paragraphs A34-A36
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A190.1SA 701164 describes that management or
those charged with governance may decide
to include new or enhanced disclosures in
the financial statements or elsewhere in the
annual report relating to a key audit matter in
light of the fact that the matter will be
communicated in the auditor’s report. Such
new or enhanced disclosures, for example,
may be included to provide more robust
information about identified fraud or
suspected fraud or identified deficiencies in
internal control that are relevant to the
prevention and detection of fraud.
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Circumstances in Which a Matter Determined to
Be a Key Audit Matter Is Not Communicated in
the Auditor’s Report

sy @3 yal e ar LA 53,85 8 Led LY ey ¥ (a1 g Latl

A191.I1SA 701, paragraph 14(b), indicates that it
will be extremely rare for a matter
determined to be a key audit matter not to be
communicated in the auditor's report and
includes guidance on circumstances in
which such a matter determined to be a key
audit matter is not communicated in the
auditor’s report. For example:
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o Law or regulation may preclude public
disclosure by either management or
the auditor about a specific matter
determined to be a key audit matter.
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o There is presumed to be a public
interest benefit in providing greater
transparency about the audit for
intended users. Accordingly, the
judgment not to communicate a key
audit matter is appropriate only in
cases when the adverse
consequences to the entity or the
public as a result of such
communication are viewed as so
significant that they would reasonably
be expected to outweigh the public
interest benefits of communicating
about the matter.166

o0 eladl dxliall § cuas dnsie Sla o (o) o
Az Ll e 23laddl o ST Hu8 adgs P>
PS> Ol e Fluy omdagud) O]
Lyl el aal e BLY puny a2l
S @l el § ) Llin 056 Y Zazyall
poaall ol BLAALI 3ols @ Al lagall J) Lo
&l dayd Tz 508 Ll e Y1 I Bt
s Beas Of Ushae Aoy adgill (o G9Suwe
e DY oo Aalall Axlall adlice cladl)

165.);}”

A192.1t may also be necessary for the auditor to
consider the implications of communicating
about a matter determined to be a key audit
matter in light of relevant ethical

Obell G 35l oF ax bl Lasl r9yall e 095 48192
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164 |SA 701, paragraph A37

166 |SA 701, paragraphs A53-A54
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requirements.68 In addition, the auditor may
be required by law or regulation to
communicate with applicable regulatory,
enforcement or supervisory authorities in
relation to the matter, regardless of whether
the matter is communicated in the auditor’s
report.
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Written Representations (Ref; Para. 63)

(63 8,aall a2 1;) 2ogusdl lslo¥|

when the auditor has doubt as to the
reliability —of written  representations,
including if written representations are
inconsistent with other audit evidence.
Doubts about the reliability of information
from management may indicate a risk of
material misstatement due to fraud.
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about any of the matters with which they blis cclls J) sl {'L*Jﬁ Glogell e gl o 5
deal. In addition, since management are in a | ¢ « Gl GlSS) o LSy cuyd adga 3 095G By10¥1 oF
unigue position to perpetrate fraud, it is J I ENNRIELR| RIS PRL
important for the auditor to consider all audit ‘m‘é:l Tt ] & 8)1 .“";.ﬁu et
evidence obtained, including audit evidence | & v2)lai ol Guds Gl Azl l) alol elld § Loy clele
that is consistent or inconsistent with other | |, {aay _sllll el ) Jeogdll wie (laps
audit evidence in drawing the conclusion o i
required in accordance with ISA 330.172 (330) 2z 1d

Al194.1SA 580'* also addresses circumstances | .t osS all cos,lall 173(580) a4 jlone Lyl Joliiy 1941

Communications with Management and Those
Charged with Governance (Ref: Para. 64—66)

(6664 )31l e 1) BaSplly (ralShly 8yls3L JLas¥l

A195.

In some jurisdictions, law or regulation may
restrict the auditor's communication of
certain matters with management and those

ol e Tag08 wlalll of Aalasdll (45 45 (Jodl (a3
eSgll ralSlo 8,153 ] Ans 590l e PAYL a1
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For example, except for certain specified circumstances, paragraph R114.2 of the IESBA Code does not permit the use or
disclosure of information in respect of which the duty of confidentiality applies. As one of the exceptions, paragraph R114.3 of
the IESBA Code permits the professional accountant to disclose or use confidential information where there is a legal or

professional duty or right to do so. Paragraph 114.3 Al(b)(iv) of the IESBA Code explains that there is a professional duty or
right to disclose such information to comply with technical and professional standards.
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ISA 580, Written Representations
ISA 330, paragraph 26
18-16 olyaall ((580) daxlll jlae 173

174 ISA 580, paragraphs 16-18
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charged with governance. Law or regulation
may specifically prohibit a communication, or
other action, that might prejudice an
investigation by an appropriate authority into
an actual, or suspected, illegal act, including
alerting the entity, for example, when the
auditor is required to report the fraud to an
appropriate authority pursuant to anti-money
laundering legislation. In these
circumstances, the issues considered by the
auditor may be complex and the auditor may
consider it appropriate to obtain legal advice.

plall poguasll dzy (e @lalll of Aaas¥l jlaxs a3y
G Baimilly Sy 08 3T Cpiar o Sl of (PDLL
b o ) Jad gilB e Jad § Bune Al 4y
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Communication with Management (Ref: Para. 64)

(648,251 1ax1,) 5,031 30/

A196.

If the auditor identifies fraud or suspected
fraud, it is important that the matter be
brought to the attention of the appropriate
level of management as soon as practicable,
even if the matter may be considered clearly
inconsequential (e.q., a minor
misappropriation of funds by an employee at
a low level in the entity’s organization).

oo ol ored (i Aed ol SR e aa bl C8yaT 13
RUCVRUILIR | IHEIIRESE (RUTCMURP RS |
e Sy 05Ss 8 ¥ T slsdl e 08 0y @ Liles
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Communication with Those Charged with
Governance (Ref: Para. 65)

(65 8,241l ;a2 y) ZaSpnlly il Jluard!

A197.

The auditor's communication with those
charged with governance may be made orally
or in writing. ISA 260 (Revised) identifies
factors the auditor considers in determining
whether to communicate orally or in writing.176
Due to the nature and sensitivity of fraud
involving senior management, or fraud that
results in a material misstatement in the
financial statements, the auditor reports such
matters on a timely basis and may consider it
necessary to also report such matters in
writing.

Sy LS ol Aala s AaSomlly alSlL pr LU Jiasy 18
G bl izl @l dalsall (260) 2az Ul s
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A198.

In some cases, the auditor may consider it
appropriate  to communicate with those
charged with governance fraud or suspected
fraud involving others that the auditor
determined to be clearly inconsequential.
Similarly, those charged with governance
may wish to be informed of such
circumstances. The communication process
is assisted if the auditor and those charged
with governance agree at an early stage in
the audit about the nature and extent of the
auditor's communications in this regard.

) bl e il az bl gy a8 (¥Rl (any @
Led Laygs it A ol (i Aaley Symlly (nalSl
A Dlag M Ll s g2l sumg (09,5 el
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e bl Ban Liwie JLas¥l &l (rumisy g lall el
Al (e Az bl (50 8,800 Alye G S5l 0528l
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ISA 260 (Revised), paragraph A38
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A199.In the exceptional circumstances where the
auditor has doubts about the integrity or
honesty of management or those charged
with governance, the auditor may consider it
appropriate to obtain legal advice to assist in
determining the appropriate course of action.

oS Lpd ax Ll gud 058G (&1 Aslidandl Cagylall 199
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Other Matters Related to Fraud (Ref: Para. 66)

(66 8,41 :al,) uall Zalasll 6,391 5eadl

A200.0Other matters related to fraud to be
discussed with those charged with
governance of the entity may include, for
example:

Gy @y il dalall g3¥ eddl Jedd a8 2000
JUL Jares e LAIL § 2aSslly (Sl pe Ledislio
:‘_,lel.a

° Concerns about the nature, extent,
and frequency of management’s
assessments of the controls in place
to prevent or detect fraud and of the
risk that the financial statements may
be misstated.

Sleds 1SSy (gieg dapday dalazll Cdglsldl L]
CHEAN PRSI PSS TANUENEN APPSR
AU @5leal casyos Jlazs Hlasdy

o A failure by management to
appropriately  address identified
significant deficiencies in internal
control, or to appropriately respond to
an identified fraud.

@ @ Al sgumall drgl Dle G BIY Jas @
9l ecnlin S Ads 1l 2,801 3 Lole 8,3
el @3 Gl il e (S Blmi)

s

o The auditor’s evaluation of the entity’s
control environment, including
questions regarding the competence
and integrity of management.

s 3 Ly LAl § 208,01 dnd an L @usds .
Lalze 8yl0¥1 52 6S Uiy elgSCadl

° Actions by management that may be
indicative of fraudulent financial
reporting, such as management’s
selection and application of
accounting policies that may be
indicative of management’s effort to
manage earnings in order to deceive
financial statement  users by
influencing their perceptions as to the
entity’s performance and profitability.

Jdlo uyas slue] oo @ds a8 @I 8ylaY) wldas .
Gebady Lzl B L e (sdae
551591 o e T30 0585 48 Buralons Slialiws
©@loall eamiue Julas Bag zL3) BlaY
sLadll e1o¥ eedas e il gk e (AJU
Lazmsys

o Concerns about the adequacy and
completeness of the authorization of
transactions that appear to be outside
the normal course of business.

deiily gmadl JlaaSTy LS s oLy glxl .
dendl Hlus b @i Ll i @1 cdlalall
el

Reporting to an Appropriate Authority Outside
the Entity (Ref: Para. 67)

(67 85241l anly) BLALI 7yl Aias dalus Jf po,anl

A201.The reporting may be to applicable
regulatory, enforcement, supervisory or
other appropriate authority outside the entity.
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A202.1SA 250 (Revised)!’® provides further
guidance with respect to the auditor's
determination of whether reporting identified
or suspected non-compliance with laws or
regulations to an appropriate authority
outside the entity is required or appropriate
in the circumstances, including
consideration of the auditor's duty of
confidentiality.18°

Sl e sl 177(&sazell) (250) dax L jlas andy 2021
oo 9 Gl e O 13 W an lll dpamty 3lan Lagd
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Lyadl Caly Blelye I3 § Loy SLAIL 7yls Aias dala
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A203.Satctors_ _the r<?1utcri]itor " may considetr in 00 O 13 Lo gz wie ar LA Lpelyy 08 &1 dolgall (e .203

etermining whether it is appropriate to | . .. . &y N )

report the matter to an appropriate authority Sl s ddiae dale J} 8 oo 52l el
outside the entity, when not prohibited by | sf x5l gf alas¥l gy hslama I3 058, ¥ Losic
law, regulation, or relevant ethical . o3 1Sl s Lallas!
requirements, may include: Alall sl asldl oLl
o Any views expressed by regulatory, | o Aegdaidl daladl Leal s alzy o °

enforcement, supervisory or other o - . _— _—
. ' : . S Al ddalud! Iyl ol dyduasal!
appropriate authority outside of the & & ol &8l ol Ay
entity. sladll s
° Whether reporting the matter would be | asla)l dxball susw ¥l e 8l (5 13] L .
acting in the public interest.

A204.Reporting fraud matters to an appropriate | agas aale ) Giadl 2alaall jodll e pyatll golazy a8 2040
authority outside the entity may involve . c )
complex considerations and professional | < 39 3:ds 2eia Pty whlael de sladll s
judgments. In those circumstances, the | alsls§latul e Jomzll @ az Al Hlas a8 (g lall
auditor may consider consulting internally [ . ) ) .

(e.g., within the firm or a network firm) or on | &= =5 o 9! A3l o JWl des e
a confidential basis with a regulator or | sf duedas dalu 8yladuly G Sy plal) of (SN
professional body (unless doing so is 1A Comes Tralame clls - L) e i

prohibited by law or regulation or would | ° TSP Sosiell) % ‘ e
breach the duty of confidentiality). The | sk 48y (el ety il J) elld 350 @I Lo ol 1M
auditor may also consider obtaining legal | .\ (1 « alas00 504 J 0§ L aslyl
advice to understand the auditor's options f ) e :y bfw"’b o ¢ B f:?)l
and the professional or legal implications of | ¢! 3l e Al dwlladl ol 4udl LYy 4Ll
taking any particular course of action. OAre By

Considerations Specific to Public Sector Entities pledlglbil] o liies dols &fylac!

A205.In the public sector, requirements for
reporting fraud, whether or not discovered
through the audit process, may be subject to
specific provisions of the audit mandate or
related law, regulation, or other authority.

el glaall § i) e ysanll cllhie aaks ud 2050
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179 ISA 250 (Revised), paragraphs A28-A34

180 For example, paragraph R114.3 of the IESBA Code permits the professional accountant to disclose or use confidential
information where there is a legal or professional right to do so. Paragraph 114.3 A1(b)(iv) of the IESBA Code explains that there
is a professional duty or right to disclose such information to comply with technical and professional standards.
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Documentation (Ref: Para. 68) (68 3,41l :a21,) Gaig!

A206. ISA 230'#2 addresses circumstances When | L s,az, &l cagylall 181(230) aasl,ll slas Jolidy 2060
the auditor identifies information that is | s ." s e s |
inconsistent  with the auditor's final | © $+ GLd) gl ae Guls ¥ laslas e a2 Ll
conc_lusmtr;]regarg_itng?significant rparl]tteratﬂd B93 ax bl e cdlang e el oldy 4] Juogdl
requires the auditor to document how the o e
auditor addressed the inconsistency. Bl pue as eladdl 48

1519 11 (5,380 ((230) 2an bl slaa ™
182 |SA 230, paragraphs 11 and A15
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Appendix 1

ij‘ eIy

(Ref: Para. A26 and A43)

(4319 261 (5,541 1a1))

Examples of Fraud Risk Factors

Sl s Jalse e Alkal

The fraud risk factors identified in this Appendix are
examples of such factors that may be faced by
auditors in a broad range of situations. Separately
presented are examples relating to the two types
of fraud relevant to the auditor’s consideration—
that is, fraudulent financial reporting and
misappropriation of assets. For each of these types
of fraud, the risk factors are further classified based
on the three conditions generally present when
material misstatements due to fraud occur: (a)
incentives/pressures, (b) opportunities, and (c)
attitudes/rationalizations. Although the risk factors
cover a broad range of situations, they are only
examples and, accordingly, the auditor may identify
additional or different risk factors. Not all of these
examples are relevant in all circumstances, and
some may be of greater or lesser significance in
entities of different size or with different ownership
characteristics or circumstances. Also, the order of
the examples of risk factors provided is not
intended to reflect their relative importance or
frequency of occurrence.

Jalsall el dtel (p Goxlll 1ia & Boaell (il Jlas Jalse o)
5 By .aBlsll (e Aaly Aegama § Osaz Ll Ly 45 (&)
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/aSsladl a8lsll (2)s compall (@)y cbogiall /pdlsudl
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old sladll § JaT ol ST dueal 13 Laany 0585 ady g lall
Aaliell Cag,lall of 2SI atlas @ld of Zaliell alesY)
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Risk Factors Relating to Misstatements
Arising from Fraudulent Financial Reporting

JU il oy Amslill s petlly Balazd el Jalge

Ghgall
The following are examples of risk factors relating | .o 4wl cla,=dl dalasl) sl Jolgal aliel b Lud
to misstatements arising from fraudulent financial Y ‘ oy
reporting. sl JUI sl
Incentives/Pressures bgsall fadlod

Financial stability or profitability is threatened by
economic, industry, geopolitical, or entity operating
conditions, such as (or as indicated by):

NPV | ETORRRCH NURY I PESS (P 0 (1 Y- g o
Cag,latl of Auliwgumetl g all of Aclipall Cag,ls of Ayalmtsyl
i Lo (4] o Lo s (e of) o cBLadal) Ada i)

° High degree of competition or market 3 a2 5 815« Byl pcd of 2udlibl Ay g L, °
saturation, accompanied by declining | ~ )
margins. ol Selga

° High vulnerability to rapid changes, such as

ol &panll @ ol sl Jie syl ol paadly apaid) 30!

changes in technology, product R - .
obsolescence, or interest rates. Saslall wdaae ol gl palas
° Increased  volatility in financial and | __., edl Blowls AW Bloed) & cudatll sols °

commodity markets due to fluctuations in
interest rates and inflationary trends.

Aaieatll Slalas¥ly suslall Hlaul g cldasl)
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° Significant declines in customer demand and
increasing business failures in either the
industry or overall economy.

Fad Jaas plasyly onflgad! b 3 ATl (alasesl °
SS 3Lazs¥l Sytus e of deliall § 2l JlacHl

° Operating losses making the threat of
bankruptcy, foreclosure, or hostile takeover
imminent.

5T sl &) 31 oYL soadl adaid BuES) ®

° Recurring negative cash flows from
operations or an inability to generate cash
flows from operations while reporting
earnings and earnings growth.

5yl s of wlibeall o Al uadl wlasasll 51,5 @
o el i Ley csldaadl (e 2paas ladas adys e
Tl § seis gLy

° Rapid growth or wunusual profitability
especially compared to that of other
companies in the same industry.

Ciiygd Lo 13 Buals csaliall ae Byl of aupeddl gl °
Aclyall s § g3 T 8,y

° New accounting, statutory, or regulatory
requirements.

Szl Aagdaiall of Apallasll of Aokl ulllazll @

° Pandemics or wars ftriggering major
disruptions in the entity's operations,
financial distress and severe cashflow
shortages.

Slibee @38 alblal J @055 @Il ol T 208l @
Aaadl slasadl ol e of Al Aasls J) of sLadll

° Economic sanctions imposed by
governments and international organizations
against a jurisdiction, including its
companies and products.

cllailly clegSall Laoyss @l &olasd¥l clsiall @
Lelmiiag Lelyi el 3 Loy cdgae 2gs e Aol

Excessive pressure exists for management to meet
the requirements or expectations of third parties
due to the following:

Sladgs udoet] of culidlatay slagll8,1u¥1 e Ay yae bogis 349
th Lo o G b e

° Profitability or trend level expectations of
investment analysts, institutional investors,
significant creditors, or other external parties
(particularly expectations that are
aggressive  or unrealistic), including
expectations created by management in, for
example, overly optimistic press releases or
annual report messages.

sllxe Ladsn & clalei¥l o Amsydl gt o

o sl LS ol el bl ol Hleiiod]

L Sladerl) ol daayg) dumyliell 5,3¥1 3I,LY

la,Sis @) cladgall s § Ly o(Auadlsll a2 of Lo

iy of Admsall Sl atll 3 JUL doa (e 8,153
Jalanhl § aloyall gl ysylazll

° Need to obtain additional debt or equity
financing, or qualify for government
assistance or incentives, to avoid bankruptcy
or foreclosure, or to stay competitive—
including financing of major research and
development or capital expenditures.

Bsix ol Ogall (0 Lzl g e Jguamell JJ 221l @

of alacludl e Jguamdl Logys slagiul of (aSUL

NP PR ETS PRIy (JEREXI PEWPCES ST PES]

Sl L dagas A5 3 Loy (o lis adga § o Laell of
Adlewl Il cslaaidl of 6831 jushaally

° Marginal ability to meet exchange listing
requirements or debt repayment or other
debt covenant requirements.

Blowl @ zho¥) Sllbie eligll e sapuxll 5080 @
aldlazll ol (59,80 slaw aldhaze of AW 31ye¥l

° Perceived or real adverse effects of reporting
poor financial results on significant pending
transactions, such as initial public offerings,

alle i (e yoyatld Adaall of 8y3umill Adudl ol il °
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mergers and  acquisitions, business | o JL<Y oS o ldlgmiadly clabeas¥l gl 2e¥l
combinations or contract awards.
Sgaall mie
° Management enters into  significant | g.a-s te (b a0 1385 Jod Zage cdlolas 3 5,15¥1 Jgss o

transactions that places undue emphasis on
achieving key performance indicators to
stakeholders (e.g., meeting earnings per
share forecasts or maintaining the stock

s e blaxdl 5i f"“«’*“j‘ El.yap Siladgs Gedms (JLl

price). e
Negative media attention on the entity or key | |.< o slaill L Jams & Gl Zedled! abaisl) °
members of management. . .

ﬁ)‘)?{‘ ;L,'a.ﬂ

Information available indicates that the personal
financial situation of management or those charged
with governance is threatened by the entity’s
financial performance arising from the following:

iU g1 85 qvasead! JWI Casoll o J) s Slaslas 583
i Lo AN Jul 21290 sue LeSelly

° Significant financial interests in the entity.

Slaill g od e Wb lan 3529 @

° Significant portions of their compensation
(e.g., bonuses, stock options, and earn-out
arrangements) being contingent upon
achieving aggressive targets for stock price,
operating results, financial position, cash
flow, or other key performance indicators.184

Sl JUL Juw o) 0@lolSa (0 S 552 aBys @

(3lgzmiaddl dmy 7 LA (3 ASH LAl s yig @] SlyLis-

Slpdge of dyuaud) clasaall of JUI S0 of ddasd)
183.65,5 At 1 5 15Y1

° Personal guarantees of debts of the entity.

ALl e 2aziud | Ggail] Apas 411 culilagall °

There is excessive pressure on management or
operating personnel to meet financial targets
established by those charged with governance,
including sales or profitability incentive goals.

Geazmt) ouleaddll oralosll of 8,1381 (e Abjyae bogiis 3529
Cls § L AeSemdly 0salll Lass (&) AU cliagad
Azl ol cslagdl e Aaslall dyjazell Cblaad)

Considerations Specific to Public Sector Entities

pladl g laall lides 2ol ol)lacl

° Public sector entities subject to statutory
limits on their spending may result in
inaccurate reporting of expenditure incurred.

Los Ldlas) e auallas 598 alall plaall oliis poins °
@ @l sl g uadll § Bl ane Jl g 45
LSS

Opportunities

ol

The nature of the industry or the entity’s operations
provides opportunities to engage in fraudulent
financial reporting that can arise from the following:

Lagds Layo5 o) Adgtall AW pyladll slae] § Lol sl o)
(s Lae Uiy w3 19 sladal) Al adll clileall of Acbiall

13 daai¥ ol Sblusdl oS5 o sl o Slaiall 5ylune daiily of Aipre Shlum bodd 3lan Glbugus b=t dby,de 3)l5Y jols> Llas 0S5 us 10

LSS BLadel) 2wl Zage 28N

184 Management incentive plans may be contingent upon achieving targets relating only to certain accounts or selected activities of
the entity, even though the related accounts or activities may not be material to the entity as a whole.
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Significant related-party transactions not in
the ordinary course of business or with
related entities not audited or audited by
another firm.

les @L& FERIIS ‘55 dj.laeaw&m‘.urédy.\.” °
t@.‘lﬁ ‘n.‘ e oldy wlide o 3i ‘gt.g.g.‘a.” Jeall
31 oS Laz |y ol A lell

Assets, liabilities, revenues, or expenses
based on significant estimates that involve
subjective judgments or uncertainties that
are difficult to corroborate.

Jadad @J\ Sléguall 3i sl 3T Slal U 3T Jj_,a‘?\ ®
Loy ol dpmzd lolgr! Geals Lo Slpdas e
.LA..\.H;L? a9 ..\SLL” ‘a_\.r-

Significant, unusual, or highly complex
transactions, especially those close to period
end that pose difficult “substance over form”
guestions.

S Sy saaall o saliall ae Aol S lelall ®
Laio Aliwl aig Bl Ble )8 o Q) ells Aualinag
"USA e asl syl o

Significant operations located or conducted
across international borders in jurisdictions
where differing business environments and
cultures exist.

Jos & adsall soumll pe @i of aas Gl Al cilieall @
Aaligeo ololafy Joe Dby old

Use of business intermediaries for which
there appears to be no clear business
justification.

Modifying, revoking, or amending revenue
contracts through the wuse of side
agreements that are typically executed
outside the recognized business process
and reporting channels.

plasiad JMS (o Slaldl gde zedis of elad] of Jyoad o
sl Slgidy Jeall Sl 25l Bale 28 dusile cllas]
L dsall

Significant bank accounts or subsidiary or
branch operations in tax-haven jurisdictions
for which there appears to be no clear
business justification.

oo o G Al Slleall o el &Sadl Sllusd! °
093 A puall I 3 epg,all of Al Ladll I

2219 Gl e sl as29

Non-traditional entry to capital markets by
the entity, for example, through an
acquisition by, or merger with, a special-
purpose acquisition company.

(JUI oy Blgel J)BLAIL Jid (0 guralanll a2 Jgsull @
38,4 Aalgy Lol Slymiadl g5 oo JUL Jeie e
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Aggressive stock promotions by the entity
through  press releases, investment
newsletters, website coverage, online
advertisements, email, or direct mail.

9 Aazeall SUL) IS o BLAALS @] 23S g Ul °
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The monitoring of management is not effective as
a result of the following:

e W A 3y 0Y1 Jlasl Anglin 2deld pue

o Domination of management by a single | 3) z,Is¥l e 540 degame o usly jakd dica °
person or small group (in a non-owner-| "~ ~— ) e
managed business) without compensating LU, wlosl 3529 093 (LS Ly ¥ @) Ladll
controls. 23 e (bgad

° Oversight by those charged with governance

over the financial reporting process and
internal control is not effective.

Bl e 2eSonlly il cole o Jladll 42 L3N @
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Weakened control environment triggered by
a shift in focus by management and those
charged with governance to address more
immediate needs of the business such as
financial and operational matters.

nalSllg 8yl0¥1 38,5 3 Jsoes dmals 48,01 Aty s [ ]
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There is a complex or unstable organizational
structure, as evidenced by the following:

o Los ety LeS anall pé ol adall gl JS

° Difficulty in determining the organization or | i od el LY o bl s Ligae L]
individuals that have controlling interest in P
the entity. SLALL 38,k

) Overly complex organizational structure | . Az, dlls Ul oo AST U8 adall dasll JSG ) °
involving unusual legal entities or L L ) C
managerial lines of authority. Balias a2 Aylo] Aabu Silylus ol 2pallas lide

° Overly complex IT environment relative to [ x., L., G)lie Ao yie Aoy Budall cileglall 2uas diy °
the nature of the entity's business, legacy IT e e v A, n
systems from acquisitions that were never | o= %=1 &l Sloglall 2 wlas 51 SLAL Jles]
integrated into the entity’s financial reporting | Jul soadl allas 3 Gis G_a_\_’: o @ gzl @ldas
system, or ineffective IT general controls. ) ) . R
Y 9 e cloglall 255 e Zalall 08,0 ol of sLadall

Al
° High turnover of senior management, legal

counsel, or those charged with governance.

o Gl Sladadl of Llall 8,591 ¢ohes Jaae glasl @

Syl cnalsl
Deficiencies in internal control as a result of the r W Al N 8 01 3 yepmall dogl
following: ) )
° Inadequate process to monitor the entity’s | , slaioltads i 2,0 allaid 2,8101 e 2aylall 20 °

system of internal control, including
automated controls and controls over interim
financial reporting (where external reporting
is required).

RUVENEPPENEN FERPRPEN M ENER (AP pETRY
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Inadequate fraud risk management program,
including lack of a whistleblower program.
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Inadequate controls due to changes in the
current environment, for example, increased
data security risks from using unsecured
networks that makes the entity’s data and
information more vulnerable to cybercrime.

Al Al @ sl o 28,01 clgol 2,laS aue °
plaziwl e bl oLl ool lalse Babyy Jie
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A Y @l Aoy

High turnover rates or employment of staff in
accounting, IT, or the internal audit function
that are not effective.

Gabsl aasll ohoadl c¥aas of cagbstll auleld suc °
A1 B, of cileglall day of Al

Accounting and information systems that are
not effective, including situations involving
significant deficiencies in internal control.
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Attitudes/Rationalizations

il /Syl idlsl]

° Management and those charged with
governance have not created a culture of
honesty and ethical behavior. For example,
communication, implementation, support, or
enforcement of the entity’s values or ethical
standards by management and those
charged with governance are not effective, or
the communication of inappropriate values or
ethical standards.

e Aal5 28La5 315 3 eSexlly cnalllls 5y10¥1 Glas) @
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Alin e 48NS

° Non-financial management's excessive
participation in or preoccupation with the
selection of accounting policies or the
determination of significant estimates.

sl e ily U LSlegl ol AWl p2 5,531 AS)Lie @
) Slpaanll pass of Ll clalad ! HLasl 3

° Known history of violations of securities laws
or other laws and regulations, or claims
against the entity, its senior management, or
those charged with governance alleging
fraud or violations of laws and regulations,
including those dealing with corruption, bribery,
and money laundering.

o AW Blyo¥l Aalas¥ latlsell e A8 a0 3algue 3929 °
o BLadll s sles 352 of (531 ilsllly Aalasd]
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. Excessive interest by management in | (.. .. e blaxll 5)l5¥) cols o bopall aloza¥l °
maintaining or increasing the entity’s stock . I
price or earnings trend. Lol s bylolasl gl sLAIL

° The practice by management of committing to |zt Caf,L81s custadls called Lol w509 851531 oL °

analysts, creditors, and other third parties to
achieve aggressive or unrealistic forecasts.
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° Management and those charged with
governance demonstrate an unusually high
tolerance to risk or display an unusually high
standard of lifestyle, a pattern of significant
personal financial issues, or frequently engage
in high-risk activities.

oo Boline AE Ay HeSplls iUy 1Y LBl @
e gaine Sl Laois weaias sl bl sl Jaludl
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° Management and those charged with
governance make materially false or
misleading statements in other information
included in the entity’s annual report (e.g., key
aspects of the entity's business, products, or
technology).

9 43K olly eeadn 2Sexdly nalllly 3)5Y1 ol
@ Lesall 3 closlall @ Gase Sy Alas
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) Management failing to remedy known
significant deficiencies in internal control on a
timely basis.

3 Wopall Aedl spumill dosl axllae g 5yl5¥ Jas @
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° An interest by management in employing
inappropriate means to minimize reported
earnings for tax-motivated reasons.

L it ubin e Bilag plasiuly 1531 alezal °
5l ally 3lass Gl Lee yyal

° Applying aggressive valuation assumptions
in mergers and acquisitions to support high
purchase prices or overvalue acquired
intangible assets.
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Rationalizing the use of unreasonable
assumptions affecting the timing and amount
of revenue recognition, for example, in an
attempt to alleviate the negative effects of
severe economic downturns.

iy cidgr (3 5355 Ugdae e bl Al aluseiwl pu
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Rationalizing the use of unreasonable
assumptions used in projections to account
for impairment of goodwill and intangible
assets, for example, to avoid recognizing
significant impairment losses.

Lol cladsnll § Wgine at Lol aliiiul i
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Low morale among senior management.

Lelat) 3, oD0 A8 @uall Canis

The owner-manager makes no distinction
between personal and business
transactions.

Lpaseadl Salall o el S ol ald s
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Dispute between shareholders in a closely
held entity.

Alade Blade 3 orealud) o )

Recurring attempts by management to justify
marginal or inappropriate accounting on the
basis of materiality.

Lewlzms Aasyls pypdd 5101 Cile (e 8,8l i ¥glel
i) Aea¥) olad e Bunlin a2 (0S5 55 of ciad

The relationship between management and
the current or predecessor auditor is
strained, as exhibited by the following:

ek LQS‘@L«_MT Jl_'z,” C’f‘)lb Byla¥) e A8Mall g3
b Lo

o Frequent disputes with the current or
predecessor auditor on accounting,
auditing, or reporting matters.

UeE1 P PES N UPI PN ERY

o Unreasonable demands on the
auditor, such as unrealistic time
constraints regarding the completion
of the audit or the issuance of the
auditor’s report.

Jta caa bl e (o585 &1 @gaall e cdlall o
sl aaz Ll e e L@l 2uadly s2 Aui0) 3945 oyd

o Restrictions on the auditor that
inappropriately limit access to people
or information or the ability to
communicate effectively with those
charged with governance.
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o Domineering management behavior in
dealing with the auditor, especially
involving attempts to influence the
scope of the auditor's work or the
selection or continuance of personnel
assigned to or consulted on the audit
engagement.

2o ool 351591 ol 0 gsluadl gLl O
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Risk Factors Relating to Misstatements
Arising from Misappropriation of Assets

Jaadl1 dlis | e 2ol olasymally 2alazk ol Jalge

Risk factors that relate to misstatements arising
from misappropriation of assets are also classified
according to the three conditions generally present
when fraud exists: incentives/pressures,
opportunities, and attitudes/rationalization. Some
of the risk factors related to misstatements arising
from fraudulent financial reporting also may be
present when misstatements arising from
misappropriation of assets occur. For example,
ineffective monitoring of management and other
deficiencies in internal control may be present
when misstatements due to either fraudulent
financial reporting or misappropriation of assets
exist. The following are examples of risk factors
related to  misstatements arising  from
misappropriation of assets.

o Amlll slap=dly glas @ bl dalse adias ooy
die Bale dzgs 1 A 1o lads Lyl Jgual (las|
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Incentives/Pressures

Personal financial obligations may create pressure
on management or employees with access to cash
or other assets susceptible to theft to
misappropriate those assets.

T8yl e Losis (o8 Jl Bpmieall AL SLal Y 5385 3

Adverse relationships between the entity and
employees with access to cash or other assets
susceptible to theft may motivate those employees
to misappropriate those assets. For example,
adverse relationships may be created by the
following:

48] o ol cnals sl SLAILN coy Akl BNl b3 LBy
Vo A8, udl Asyall 381 JouMl of Luadl ) Joussll
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° Known or
layoffs.

anticipated future employee

Aadgall of Adg,all AlEwudl onabo ol sy ililac °

° Recent or anticipated changes to employee
compensation or benefit plans.

ool sl 3 Lggas adsall of aamll ol °

° Promotions, compensation, or other rewards
inconsistent with expectations.

) ‘5)_:;2” =l 5i u,;.?b)_” ji ol Bludl pus [ ]
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Opportunities

wardl!

Certain characteristics or circumstances may
increase the susceptibility of assets to
misappropriation. For example, opportunities to
misappropriate assets increase when there are the
following:

Lol A3 o Ldgpls ol Jsuall ailias (amy wjs a8
b

° Large amounts of cash on hand or
processed.
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° Inventory items that are small in size, of high
value, or in high demand.

Lele of daatpe dad @ld of ezl Byus 09350 S50 °
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° Easily convertible assets, such as bearer
bonds, diamonds, or computer chips.

ol Lol cloieadl o Wgiany bgmill A Jouol °

° Fixed assets that are small in size,
marketable, or lacking observable
identification of ownership.

Jozes ¥ ji Jelasd als 3i fa.;zz,” bpdgo AL J}@i ®

Inadequate controls over assets may increase the
susceptibility of misappropriation of those assets.
For example, misappropriation of assets may occur
because there is the following:

s 5.)\.9' Jl J)a,aﬁb” e 4,50 B 5(.3\5).“ .;,b.)i 655 Adg

° Inadequate segregation of duties or
independent checks.

Jarad) gamtll aldes ol lizlgll @ sl S pue @

° Inadequate oversight of senior management | . g aall Jos Lladl 5,l0¥ claas e 31,531 LS auc °
expenditures, such as travel and other re- i o
imbursements. &3l slasgailly yaudl oilass e

. Inadequate  management  oversight — of | uloll e 5lo¥ Cils e BLAY BLS auc o

employees responsible for assets, for
example, inadequate supervision or
monitoring of remote locations.

B2 2LaS s JUL Joiws e Jaad] (e cloeed
Laaslie of Buadl adlsll e

° Inadequate job applicant screening of
employees with access to assets.

L ) casllaghl Jadd (rontaall 31,881 pamd LS aue @
Ja¥l ) Jgumsll 2lS)

° Inadequate record keeping with respect to Josadly 3lagy Logd clmall Laas> 3,laS aue o
assets.

° Inadequate system of authorization and | o) Laskazels cMlalalls spatdl allas LS aue °
approval of transactions (e.g., in )

purchasing).

()l e (Jatl

° Inadequate physical safeguards over cash,
investments, inventory, or fixed assets.

9 bl of wald 2l Glezmdl las LS aue °
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° Lack of complete and timely reconciliations
of assets.

° Lack of timely and appropriate
documentation of transactions, for example,
credits for merchandise returns.

w&‘ﬁmwﬁpéjwm 3697 3929 pus ®
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° Lack of mandatory vacations for employees
performing key control functions.

ailly Ogdens udll (pabbgall Aliz] Slilr| s pae @
Aty 4418,

° Inadequate management understanding of
IT, which enables IT employees to
perpetrate a misappropriation.
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° Inadequate access controls over automated
records, including controls over and review
of computer systems event logs.

AT Ml ) Jgwosd! e 35L8,01 clgal 2,laS aue °
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° Inadequate controls in supplier
management, including changes in the
supply chain, that may expose the entity to
fictitious suppliers, or unvetted suppliers that
pay kickbacks or are involved in other
fraudulent or illegal activities.

U3 @ Ly coumsll Byl @ 48,1 Slgol LS aue [
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° Lack of oversight by those charged with
governance over how management utilized
financial aid from governments and local
authorities (e.g., bailouts during pandemics,
wars, or impending industry collapse).

LaS e ASexlly palll cile (0 BLAY Gl @
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Considerations Specific to Public Sector Entities
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° Trust funds under administration — public
sector entities often manage assets on
behalf of others, including vulnerable
individuals, which can be more susceptible
to misuse.

glaall mlade ;s b WLt — 3l0¥) coms Bl ool @
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° The nature of certain revenue transactions
(e.g., taxes and grants) may provide a
greater opportunity to manipulate the timing

lpall i) @lalo¥l cdlelas oy Al =l A8 o

or amount of revenue recognized in the Adl s el s
current period.
Attitudes/Rationalizations Sl /3Sg L Cidlal]

° Disregard for the need for monitoring or
reducing risks related to misappropriations
of assets.

Jguad) Lodlis b dalasll bl Zaylis J) 2oLl Jales °
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° Disregard for controls over misappropriation
of assets by overriding existing controls or by
failing to take appropriate remedial action on
known deficiencies in internal control.
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° Behavior indicating displeasure or
dissatisfaction with the entity or its treatment
of the employee.
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° Changes in behavior or lifestyle that may
indicate assets have been misappropriated.
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° Tolerance of petty theft.
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° Rationalizing misappropriations committed I ENFE AT IO < G LMY By °

during severe economic downturns by | i L L i
intending to pay back the entity when Bo,lall 83ge die BLadell Lashis &k slll g3LiazsYl

circumstances return to normal. Leaub J
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Appendix 2

S el

(Ref: Para. A59, A127 and A135)

(13511271 591 =2l az ;)

Examples of Possible Audit
Procedures to Address the Assessed
Risks of Material Misstatement Due to
Fraud

blie 2 lel LSkl dan bl ilelya] e 2]
Lpossds 3 @1 Gl cats g9l oyontll

The following are examples of possible audit
procedures to address the assessed risks of
material misstatement due to fraud resulting from
both  fraudulent financial reporting and
misappropriation of assets. Although these
procedures cover a broad range of situations, they
are only examples and, accordingly they may not
be the most appropriate nor necessary in each
circumstance. Also, the order of the procedures
provided is not intended to reflect their relative
importance.
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Consideration at the Assertion Level

S8 Geiun e olylael

Specific responses to the auditor’s assessment of
the risks of material misstatement due to fraud will
vary depending upon the types or combinations of
fraud risk factors or conditions identified, and the
classes of transactions, account balances,
disclosures and assertions they may affect.
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The following are specific examples of responses:

bl st ouza el b Lesdy

° Visiting locations or performing certain tests
on a surprise or unannounced basis. For
example, observing inventory at locations
where auditor attendance has not been
previously announced or counting cash at a
particular date on a surprise basis.

28 ol (plie Ky Wme clhlas| e of a8lge 8Ly @
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° Requesting that inventories be counted at the
end of the reporting period or on a date closer
to period end to minimize the risk of
manipulation of balances in the period
between the date of completion of the count
and the end of the reporting period.
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° Altering the audit approach in the current
year. For example, contacting major
customers and suppliers orally in addition to
sending written confirmation, sending
confirmation requests to a specific party
within an organization, or seeking more or
different information.
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Performing a detailed review of the entity’s
quarter-end or year-end adjusting entries
and investigating any that appear unusual as
to nature or amount.

Leileo of Lgade 3 8oline ad 3508 51 oy 6ol Al

For significant and unusual transactions,
particularly those occurring at or near year-
end, investigating the possibility of related
parties and the sources of financial
resources supporting the transactions.
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Performing substantive analytical
procedures using disaggregated data. For
example, comparing sales and cost of sales
by location, line of business or month to
expectations developed by the auditor.

Sl plasial bl Blbedll clelay) s
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Conducting interviews of personnel involved
in areas where a risk of material
misstatement due to fraud has been
identified, to obtain their insights about the
risk and whether, or how, controls address
the risk.
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Conducting interviews with  personnel
outside of the financial reporting function, for
example, sales and marketing personnel.
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When other independent auditors are
auditing the financial statements of one or
more subsidiaries, divisions, or branches,
discussing with them the extent of work
necessary to be performed to address the
assessed risk of material misstatement due
to fraud resulting from transactions and
activities among these components.
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If the work of an expert becomes particularly
significant with respect to a financial
statement item for which the assessed risk of
material misstatement due to fraud is high,
performing additional procedures relating to
some or all of the expert's assumptions,
methods or findings to determine that the
findings are not unreasonable or engaging
another expert for that purpose.
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Performing audit procedures to analyze
selected opening balance sheet accounts of
previously audited financial statements to
assess how certain issues involving
accounting estimates and judgments, for
example, an allowance for sales returns,
were resolved with the benefit of hindsight.
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° Performing procedures on account or other
reconciliations prepared by the entity,
including considering reconciliations
performed at interim periods.
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° Using automated tools and technigues, such
as data mining to test for anomalies in a
population. For example, using automated
tools and techniques to identify numbers that
have been used frequently as there may be
an unconscious bias by management or
employees when posting fraudulent journal
entries and other adjustments to use the
same number repetitively.

oo el Jie Y Colldly clesdl alusiel @
e Aall aoizme § B3LAIN ¥lxll 3929 sLasy L)
) Y Lty lga¥l aliial (JUL Jus
Byl s (5S aB 3) Sl ISy il (SJ1 a8
9 Auagddl 59u8 imad wie gly 4 A (ralssll o
8,01 alustal ) g5 oo MH_.JJ &3 =Ml

2ySe JSdy s

° Testing the integrity of computer-produced
records and transactions.

Baelucay Baall cdlelally EMeadl Al g 5L L

eS|
° Seeking additional audi.t evi'dence .from s salias e 18La] dax e Usl e Jguamll ) °
sources outside of the entity being audited. )
Leazlpe o5 31 sLadll
Considerations Specific to Public Sector Entities plafl g lbill o liia dols &)y lic]

° Testing whether grants or loans provided to
third parties have met the relevant eligibility
criteria and have been properly authorized
and accounted for by the public sector entity.

4l Gyl ) deaall (9,8l of mall col 13) Lo Hlas °
4adloll cudy Aiall @ld Bda¥l Lylgs cdgiwl U3
glhall slade b (o s 93 (e Lae Lulnlly Lole

eladl

° Testing whether write-offs and other
adjustments of tax and levy receivable
balances or loan balances have been
appropriately authorized.

65 cMaadly chadl aldee s 13 L las °
oyl ol auall damiudl aguly cbluall B
e g2 e Lole 2a8loll caas a8 (9,411

Specific Responses—Misstatement Resulting
from Fraudulent Financial Reporting

hgdll JU o, oy il syl - Hpols Sollniul

Examples of responses to the auditor’s
assessment of the risks of material misstatement
due to fraudulent financial reporting are as follows:

canyztll bl ar bl euad cblead] e dial Jy Lo
gl U 5,8l iy 55052l

Revenue Recognition

Sl ¥ aldf

° Performing substantive analytical
procedures relating to revenue using
disaggregated data, for example, comparing
revenue reported by month and by product
line or business segment during the current
reporting period with comparable prior
periods. Automated tools and techniques
may be useful in identifying unusual or
unexpected revenue relationships or
transactions.

[al.x_"z_Lng Slal ¥l e uab;}(\ Ald=tdl ol l oY 3adas [

0 @l bl Bylae JUL e e Alade cbils

Wjlae wliid § oLl adll jaall 358 s Sl

NERES @ Bauae 4d¥I %—‘Lﬁﬂy‘j ;,b.);}” 055 g . 4aslu

Losd dadgia pe 3i soliae e clolaa 3i olEde
sl gl
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Confirming with customers certain relevant
contract terms and the absence of side
agreements, because the appropriate
accounting often is influenced by such terms
or agreements and basis for rebates or the
period to which they relate are often poorly
documented. For example, acceptance
criteria, delivery and payment terms, the
absence of future or continuing supplier
obligations, the right to return the product,
guaranteed resale amounts, and
cancellation or refund provisions often are
relevant in such circumstances.

Wpae bgrd oliy sdeall (o Slisbias e Jguax]]
¥ Al Sl Gl olaug agaall § Ao ol
o Layadl clls Jies L3l Lo W 2wl 2wl
Ll o5 @1 Badl of Slogaundl ol (g cslBLas¥]
o JUL Jar e Larns laudss aasge 055 L WLe
oyl ells 3 Bl § Als I3 0685 B gadl
bl Gty cadully eubudll bogydg (Jguall Laylgin
a3y & alls sl e sl o Alazadl

AL 55 5T LY A8 T ctigasall pudl 53ke] Allias

Inquiring of the entity’s sales and marketing
personnel or in-house legal counsel
regarding sales or shipments near the end of
the period and their knowledge of any
unusual terms or conditions associated with
these transactions.

oo of Bladll 3 Basadlly lasdl absse (o sluazud]
Gl gladl of clandl e sLAILIN Js 1o Gigslall SLadudl
Cgyly of Logrd sl m@drang BAAN Ale 8 Lo o3

elall sie Ao ye Boliae p2

Being physically present at one or more
locations at period end to observe goods
being shipped or being readied for shipment
(or returns awaiting processing) and
performing other appropriate sales and
inventory cutoff procedures.

sl AaoSUL 581 Al 8 ST o pign 3 il gl
Slazndl of) gmdd laslas] @y @I of Lad @2y &I
L) 53 @l dasy (Allall [llaxl (&I

0935y Slageld ga3ll hadlly Lol

For those situations for which revenue
transactions are electronically initiated,
processed, and recorded, testing controls to
determine whether they provide assurance
that recorded revenue transactions occurred
and are properly recorded.

s L] Led oy &) aBlsll 3 Aagdall 308,01 clgol HLas

130 Lo agasetd LT Llhimads Lalang clal ¥l cdlelas

i a8 Aradl Slal¥l celas oL TSl yas5 s
A Aakay Llizmad @39

Examining customer correspondence files at
the entity for any unusual terms or conditions
that raise questions about the
appropriateness of revenue recognized.

&l e Ly 3LaAll gt eDlaall e)usl o Sililo cye 3azetll
Lewlin B J5_> Q‘E@L«S]}’E soliae pe fﬁ}iji .Iag)_ﬁb
Al @ty

Analyzing the reasons provided for product
returns received shortly after the end of the
financial year (e.g., product not ordered,
entity shipped more units than ordered).

@ @ olrull gl Sllead Redall Gladll Julxs
et ) LU Leadl Bl (o Bz g 848 day Leadliwl
AST Sy iy BLAALY alid ol ccllad @ e (JLEL)

(sllall 2SIl oy

Determining whether revenue transactions
are recorded in accordance with the
applicable financial reporting framework and
the entity's accounting policies. For
example, goods shipped are not recorded as
sales unless there is a transfer of legal title
in accordance with the shipping terms
especially in circumstances when the entity
uses a freight forwarder or a third-party
warehouse or fulfillment center.

Sy Gdg almue wlal¥l clolas <ol 13] Lo wyass
e Bladel) Al Sluladly gadasll JUI a3l
el G Bsmall diladl dimad @z ¥ JEl Jus
copmeddl Loy il ladg duigilall 48U Jas o @] Lo colages
9 o JuSg BLAAL Led pusrnd @ CBgylall § Lagudy

26 8yl Tayls Ll L] 585 of Lesgius
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Inventory Quantities

ol oleaS

Examining the entity’s inventory records to
identify locations or items that require
specific attention during or after the physical
inventory count.

dodees oy SLAL Lobdl (g5l el dilae
sl sl Al Blie J) glins @) spadl sl adlsl
Buay 9l (h935all sl

Observing inventory counts at certain
locations on an unannounced basis or
conducting inventory counts at all locations
on the same date.

by (plie JShy Wgae adlge @ 0935ll 3> 9>
s @ pBlall ez @ 0ol 3y pliall sl (olas
)

Conducting inventory counts at or near the
end of the reporting period to minimize the
risk of inappropriate manipulation during the
period between the count and the end of the
reporting period.

oo wll lle o ol oanll 548 Bl 3 cosll 32
Lleg 3yl deats o 3,80 IS Jguall ae el Jlas

Performing additional procedures during the
observation of the count, for example, more
rigorously examining the contents of boxed
items, the manner in which the goods are
stacked (e.g., hollow squares) or labeled,
and the quality (that is, purity, grade, or
concentration) of liquid substances such as
perfumes or specialty chemicals. Using the
work of an expert may be helpful in this
regard.

Jutew e capmedl dlasdle P Slel oY1 e sl i
& Baszoll sendl mliginl dalpo ASYI duylall Jll
e o) iliad! can L i @I Aslally < aolivall
1) 83529 coliiallly Lasyad of (38 wlasse § JUL
Mgkl of yolaall Jie 2BLudl slgll (48,5 of Ay of Bolas
Jony Blara¥l sl (e 050 W8y Aol sl

Oladllda 3 us

Comparing the quantities for the current
period with prior periods by class or category
of inventory, location or other criteria, or
comparison of quantities counted with
perpetual records.

Sl o 4Ll iatl adletl 8 iall o LS 455 lae
3i “5):':}” Lylgall ‘9i téjl‘ ;.w:-gi L3I aligs| ‘91
il 3zl EMz g Lo o (‘-7(5\” LS 45530

Using automated tools and techniques to
further test the compilation of the physical
inventory counts — for example, sorting by
tag number to test tag controls or by item
serial number to test the possibility of item
omission or duplication.

Sl ez HLasy LY Ly lesdl sl
JEL Jow e — Jiasdl o doses 0955l Jasll
de LI sl Hlasy Bl @) s 554l
Jlezs | 5asy el el 03,01 s of (LBl

S o gl

Verifying the accurate calibration of tools that
are used to record, measure, or weigh the
qguantity of inventory items — for example,
scales, measuring devices or scanning
devices.

9 dezmad @ Loasiudl @lgo¥l Byulae 485 (o 3l
<ol ol o3lsll e — 0 955dl 393 uliaS (339 51 elid
g;’}*é-” C.,A«-U B)'.Q_?-i 5i el

Using an expert to confirm the nature of
inventory quantities for specialized products
— for example, the weight of the precious
gemstones may be determinable, but an
expert may assist with determining the cut,
color, and clarity of precious gemstones.

aleull e o935l SleeS Aapls WS e, Wlazud)
gzt Sl cpe 058G a8 (JUL) Jiwe e — daiazal
G ebun 18 sl ol e sl EPL SleY1 05
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Management Estimates

Sy lo¥) ol

° Using an expert to develop an independent
estimate for comparison with management’s
estimate.

il dlliey Jdtwe puudT adel s Ll °

° Extending inquiries to individuals outside of
management and the accounting
department to corroborate management’s
ability and intent to carry out plans that are
relevant to developing the estimate.

S 51a¥1 s e Taldl Jeddd whludradl § awsdll @
deais e Ly Byla¥) 8yu8 e STl Slludl pud
ol Bl gy Al ul3 Lalasel)

Specific Responses—Misstatements Due to
Misappropriation of Assets

Jgol padlis | cuun Sl ] - ol Sllaiul

Differing circumstances would necessarily dictate
different responses. Ordinarily, the audit response
to an assessed risk of material misstatement due
to fraud relating to misappropriation of assets will
be directed toward certain account balances and
classes of transactions. Although some of the audit
responses noted in the two categories above may
apply in such circumstances, the scope of the work
is to be linked to the specific information about the
misappropriation risk that has been identified.

Lo oley Aalizs cililmiwl 8y9ally cdlats Zalizll Cag,lall
GHI i) coy gragll iyl Jlasd dan Ll Auleid 0585
Sl Baum)l g Az ga Jgandl (M5 Blaty Lagd dagds @3
oary Gubad A6) e @iyl ey Ame SDlelas slidy
Jie @ el crpsSlll (taiall 3 Ll SLal) 2an L cblaul
o Aae Sloglany gy o comy Joall Gllas o6 ccdgylall oda

ke Capanll @3 gl DSy Jlas

Examples of responses to the auditor’s
assessment of the risk of material misstatements
due to misappropriation of assets are as follows:

syl Jlasl t’f‘)‘“ e Sbl=ad! e Aol S Ly
:J}Jz(l ool ;'4.4«.‘\3_9_@3_?,‘\

° Counting cash or securities at or near year-
end.

oo wudlly of BN Ble @ W Gle¥! of Ll 5y ®
Lale

° Confirming directly with customers the account
activity (including credit memo and sales return
activity as well as dates payments were made)
for the period under audit.

& ) wludl blias olag deall ao 5Ll 28slall @
fslss Lty Aazei, Ll culagll 88,50 2ialull 3, S0 el
a»bl‘ does 3l (slaud!

° Analyzing recoveries of written-off accounts.

Aagaall Sblusdl sloial Sldes Jdos @

° Analyzing inventory shortages by location or
product type.

) 55 ol a8el) i 955l 3 szmall dilms °

° Comparing key inventory ratios to industry
norm.

G Sladl Bl Ayl Gopxll c¥iae 1ylas °
Acliall

° Reviewing supporting documentation for

J);J‘ QMM@QLM;D}?M‘_\J‘ éSU}JVADbA [

reductions to the perpetual inventory o )
records. 0935eal] ezl
° Performing a computerized match of the | zuls, :ys5ell 2ails cry caneleel! ol il 2asllas o1y °
supplier list with a list of employees to identify | =~~~ . e
matches of addresses or phone numbers. Ot Gl 1B Gl sl ! plB)ly (pagliadl 48)al cnalosll
Onieslad)
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Performing a computerized search of payroll
records to identify duplicate addresses,
employee identification or taxing authority
numbers or bank accounts.

byl ‘—‘-ﬂﬁ)-“ Mz ‘_j el ‘AL.\.'«u_w wly ey duass
gé.gjéj_ll (dj.” 3i O._.jl.l.a.” @ Aol Jla oK 13 L Je
Q\.g\_w_'z.nji J,&..L”ﬁ E\s)ﬂ Lalal ML: N eS| ﬁl_s:j}“ 5i

1S

Reviewing personnel files for those that
contain little or no evidence of activity, for
example, lack of performance evaluations.

o ALds Al e gorms Q) cabisll wlale jaxd
2o leas wilie Jie ol ey e Aagas

Analyzing sales discounts and returns for
unusual patterns or trends.

Bgdell dazi L) Silapdly wolagdl e Slograsedl Juloes
Baliall e olalas¥ of Lila¥l e

Confirming specific terms of contracts with
third parties.

Lgdall 3

Obtaining evidence that contracts are being
carried out in accordance with their terms.

Lbgyid Gads sgaatl duaws o Lag sl e Jouaxd!

Reviewing the propriety of large and unusual
expenses.

Reviewing the authorization and carrying
value of senior management and related
party loans.

Lladl Byl Asgiall (o9,all e cladloll jaxd
A8 Leaydy 38Mall o3 8l Ly

Reviewing the level and propriety of expense
reports submitted by senior management.

Lt
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Appendix 3

S gl

(Ref: Para. A29)

(291 8,411 121,

Examples of Circumstances that May
Be Indicative of Fraud or Suspected
Fraud

o il e T30 0955 a8 1 g lall e Aial
EILEVE

The following are examples of circumstances that
may indicate that the financial statements may
contain a material misstatement due to fraud.

25 2 @lgall of J1 s a8 @1 g all e alial b Lesd
Sl iy a9 i e G

Discrepancies in the accounting records, including:

13 3 Loy bl Sl 3 SLadls s

° Transactions that are not recorded in a
complete or timely manner or are improperly
recorded as to amount, accounting period,
classification, or entity policy.

cdgll § o Jal IS Llimad i @] (&1 chalall °
Com o Aasbe p Bk Llimad @3 @ ol el
LAl Al of Cagiuall of Aupalll 37401 o 2L

° Unsupported or unauthorized balances or
transactions.

Le el a2 ol dageadl pe cMalall ol 5o °

° Last-minute adjustments that significantly
affect financial results (e.g., inventory
adjustments).

Ao Gras Al Lty ez 5T 3 e &) sl o
(O 95%ll eMad JUL Jao (o) 2IW sl

Conflicting or missing evidence, including:

3 3 Loy (Bagdae o adlioe Usl 39>

° Missing documents.

Sagaall ovluuied! ]

° Missing authorization

signatures.

approvals  or

oasgaill a8l ol wilaslsll e °

° Signature or handwriting discrepancies and
invalid electronic signatures.

439 A iBle 3529 of el las of auBlsall § iyl o
Al 4t

° Documents that appear to have been
altered.

Loy 03 08 5T gy (A1 ol °

° Unavailability of other than photocopied or
electronically transmitted documents when
documents in original form are expected to
exist.

9 Bysian fud S8 @ V) ludall (amy ,355 aus °
fadll 3929 adsill o 0sSs Leaie Lo ASI) dluye
slasiudl e ALY

° Significant items on

reconciliations.

unexplained

bl § lapwss piy o (G Al 35! °

° Unusual balance sheet changes, or changes
in trends or important financial statement
ratios or relationships — for example,
receivables growing faster than revenues.

@ olpaadl ol (U S0 2asls 3 oliall ae ol
B @501 3 Lol LSl of ¥l § of clabas¥l
894y Szt damiud t‘LJJ 95 Juedd J.!'_uu qu_—
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° Inconsistent, vague, or implausible responses
from management or employees arising from
inquiries or analytical procedures.

oo Uedll ae of Laeladl of audll e bl @
o bl chluaral oo amldl cnalssll of 3,151
Al eall Sl oY)

° Unusual discrepancies between the entity’s
records and confirmation replies.

e 295,09 LA el oy Baliall e clasliall °
Adolall oldb

° Large numbers of credit entries and other
adjustments made to accounts receivable
records.

@ @ &3 edyaailly LIl seuall slasl g las) °
Sl 2l Sblaad! Sl § Lagla ]

° Subsidiary ledgers, which do not reconcile
with control accounts.

AU Sl ae Gl ¥ &1 Bueludl 3wl sles °

° Unexplained or inadequately explained
differences between the accounts receivable
sub-ledger and the control account, or
between the customer statements and the
accounts receivable sub-ledger.

ablusdl o Byl G e puatdl ol puadl aue °
s aeladl Bl s 3 Juandl inzall
Bimiall Sllanlly deendl @ilsd o ol <AL

e L) 3l 85 § Jpazel!

° Unexplained fluctuations in stock account
balances, inventory variances and turnover
rates.

ligydy meaddl Slhlus Baso)l 3 550 e wldadl o
Obodl a¥uaag (955l

° Missing inventory or physical assets of

significant magnitude.

B SleaSs Lolll Jguad! of (o3l Ll [

° Unavailable or missing electronic evidence,
inconsistent with the entity’s record retention
practices or policies.

po ek ¥ Loy (Ao A WYl Ll ol 495 pue @
ezl BlansW iy sLaAl lulow of cilusylas

° Fewer responses to confirmations than
anticipated or a greater number of responses
than anticipated.

o e Aslall cildb e 593,01 sue (olazil of Bal; °

° Inability to produce evidence of key systems
development and program change testing and
implementation activities for current-year
system changes and deployments.

el jghas Aniil e Bl @ass e 5uill aae @
ity alal] Ly galad) ol sleasly A,
Al 2l I35 @ladl

° Information about overly optimistic projections
obtained from listening to the entity’s earning’s
calls with analysts or by reading analysts’
research reports that is contrary to information
presented in the entity’s internal forecasts used
for budgeting purposes.

@ @l dslarll @ dbyall ciladeally 3lam @I closlall @

bl dadlio SlSs ) g leraddl IS (0 Lple Jguazl!

el Eslomyl po)la58e1,8 M5 (o ol bl o BLAAL

Lls Il Slginll § Lsgyall closlall ae oylazs &l
alslll slae) ool,eY deasradl sLaded

Problematic or unusual relationships between the
auditor and management, including:

I3 G Les o8y l3¥lg i LT o Bolins pd o] AIISA] W8S 3929

° Denial of access to records, facilities, certain
employees, customers, suppliers, or others
from whom audit evidence might be sought.

onilge ol (Slal ol cMzws J| Jgaosll o az bl i °
Jysazdl (Ses oo mant ol a3sge ol las of (iuas
Al Aol e oo
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° Denial of access to key IT operations staff | a.a;5 Ll 3310y Absl Jsumsll (o a2l aie
and facilities, including security, operations, | o L
and systems development personnel. Slbeally edl alaga IS @ Loy sy ]l Sloglall

ol uslaty Rluiadll

° Undue time pressures imposed Dy | Las Jxt 5,050 cils e Sudlaie pé dgie) 3948 s
management to resolve complex or e
contentious issues. Juzll 8o ol Budas

° Complaints by management about the | ;isyl Cua of caasl,l) duan 2ab e 5,l0¥1 G5
conduct of the audit or management o e
intimidation of engagement team members, | F#2% Glak Lud Zals diay Ll 314 clacd
particularly in connection with the auditor's | as dleiell Glodsedl J> oLl of Azl AsY axll
critical assessment of audit evidence or in the sy
resolution of potential disagreements with 213
management.

° Unusual delays by the entity in providing loglall s 3 sLaill cole oo sliall e sl
requested information. )

Agllall

° An unwillingness to facilitate auditor access | ., i1yl e lalel) 22 LUl Jsams Juud @ 2utyll pue
to key electronic files for testing through the LSl oy B R CL |
use of automated tools and techniques. sllaadly Solgadl plasinly lplas! Jol oo 2]

A0y

° An unwillingness to allow a discussion [ i, a2 bl on 2adle clab zlowdl § el pue
between the auditor and management’s third- e N )
party expert (e.g., an expert in taxation law). (sl pllss § s JUL Jae o) 851500 oy L2))

° An unwillingness by management to permit | -(cls| shal azlall zlewdl @ 5l3¥) A, puc
the auditor to meet privately with those A o
charged with governance. oSyl (ralSl) e dalie

° Arj unwillingness tq correct a material | 4 g @lsall 9 Grasr iyt mumad § Akl e
misstatement in the financial statements, or . ) e o .
in other information included in the entity’s Bladell goiall o,aall § Buasall )5l laslall
annual report.

° An unwillingness to add or revise disclosures @;,_uji AW @slsall J) cilolad] 2ls) § e yll pue
in the financial statements to make them ( = . .~ . _ .
more complete and understandable. 4Ls ASTy FLaxs] F8T 0555 G Led Bo)ls)l il LadYl

° An unwilingness to address identified 3 Lple capanll @3 G sgumsll dogl e 3 Wt pue
deficiencies in internal control on a timely | - ) e

° An unwillingness to allow the auditor to send adslall Gl Jlayb azleeld 7 lewd! § 32,0 sue
a confirmation request. )

° An unwillingness to provide a requested Lol oy 1 538U Loy s § e, e
written representation. C )

Other, including I3 3 Ly oy cagls

° Extensive use of suspense accounts. a3l blusel] boyall ol sz °
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Accounting policies that appear to be at
variance with industry norms.

Acbuall Bliel (e dayls guus (G Al clusliwd)

Frequent changes in accounting estimates
that do not appear to result from changed
circumstances.

Lel oo ¥ VT PTONES U RUATONT-E1 I RIYCCI R PVE L]
Agylall 3 sl e Amsls

Tolerance of violations of the entity’s code of
conduct.

Sladell gl cloludl delsd i@l ao oludl)

Discrepancy between earnings and lifestyle.

Bl Jaasg Cl.jz(\ ot oelad!

Unusual, irrational, or inconsistent behavior.

Gedll p of VNl e ol slzall e gLl

Allegations of fraud through anonymous
emails, letters, telephone calls, tips or
complaints that may come to the attention of
the auditor.

G AT sl Jiley IS (00 353 JI ik 389 e 3L
Gol&adl of eIl of Auastdl S of clillasedl of

Evidence of employees’ access to systems
and records inconsistent with that necessary
to perform their authorized duties.

Yl cdleadly @8l cabioll Jgumy e @Y
Lo prall pelizls st $5940 58 Lo go Gl

Controls or audit logs being switched off.
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Appendix 4

2l 1 Gl

(Ref: Para. A100, A104 and A143)

(14311041 (1001 = lyaall :az1y)

Additional Considerations that May
Inform the Auditor When Selecting
Journal Entries and Other
Adjustments for Testing

s e aa U L i 5 Adlia] &lle
Slas¥l el 6,331 cuaills dogedl 3943

The following considerations are of relevance

Lossll S9ud LHLasl wie Aeal I3 ASY Shlac¥l aad

when selecting journal entries and other o G . i
adjustments for testing: i hlas¥l el 6,33l edhuadly
[ Understanding of the entity’s information [ slacl, Jiaz L Le¥lasly sLAIL wloglas allas o b J

system and communication relevant to the
preparation of the financial statements18®
(see also paragraph 35 of this ISA) —
obtaining this required understanding
provides the auditor with knowledge about:

— (Oleall 1ia e 35 8yaall Loyl lail) 853U wslgall
ik by Al pa Lol Collall el e ) dus sl 195

o The entity’s policies and procedures
regarding (including the individuals
within the entity responsible for) how
transactions are initiated, recorded,
processed, corrected as necessary,
incorporated in the general ledger,
and reported in the financial
statements.

sl 3 3 Ley) olin sLadll el s laoliss o
cMelall L) 4asS (o Oglogad | BLAILI U51o
Ll wie Looaiy Laxllay  Lloxads
3 Lee yoarlly alall Sl s § Laasais

AW @3lgall

o The types of journal entries (whether
standard or non-standard)
incorporated in the general ledger
and, in turn, reported in the financial
statements, including other
adjustments made directly to the
financial statements.

2l Bliae o Elyw) Auesall 3548 gl %
calall Bl s & Laeesas oz &1 (L)l
& Lot Al sl § Lee Ll oz < Jlals
@ l9all e 8yalo @5 &) 6331 luaall el
Al

e} The process of how journal entries
and other adjustments are recorded or
made (whether automated or manual)
as well as the supporting
documentation required, based on the
entity’s policies and procedures.

Dlpasilly Luagall 3318 shoal sl Jemad Bl O

3bgdl cllisy ‘(a__g.\__‘ o 4l ca £lg) 6):;}”

Slel _!3 alubew e 2l dygpall deeldl
Bladall

o The entity’s financial statement Bladll gud AW @slsall Jlasd) 4l o
closing process.
° Understanding of the entity's controls [ of jiadl sl dessall LA b 201 Sloal b o

designed to prevent or detect fraud over
journal entries!® (see also paragraph 36 of
this ISA) — for many entities, routine

365,54l Loyl Lasl) 18730501 5948 e AadnLl 45L4IS]
Allall pasass (oladll oo S Gad — Gleall lia e

186 |SA 315 (Revised 2019), paragraph 25

188 |SA 315 (Revised 2019), paragraph 26
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processing of transactions involves a
combination of manual and automated
controls. Similarly, the processing of journal
entries and other adjustments may involve
both manual and automated controls across
one or multiple IT systems. Where IT is used
in the financial reporting process, journal
entries and other adjustments may exist only
in electronic form.

Y19 gl 28,0 ol e L cbalaal) 2o I
Basall 358 Anllas goht 45 il s e
LN Slesl e S alusral e 651 cdbuadlly
sy 8T ol dmly Slaglae das allas pe 20¥1 29l
3338 0l ( QU sl AT 3 cleslall 2ss alasul
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o} The types of controls designed to
prevent or detect fraud over journal
entries may include authorizations and

approvals, reconciliations,
verifications (such as edit and
validation checks or automated

calculations), segregation of duties,
and physical or logical controls.

o sl gl easall LB N clgal g lssl Jadias O
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wlalsll § Jiadlly (LY 2nlusd! clleal)
Aualasll of sl 2418, il gals

o The requirement in paragraph 36
covers controls over journal entries
that address a risk(s) of material
misstatement due to fraud at the
assertion level, and that could be
susceptible to unauthorized or
inappropriate intervention or
manipulation. These controls include:

L8010 wleol 36 8,880l (3 ayledl cdlaill Jasy o

o) shs dale @ Auwgdl 98 e Aadall

de gl i Gasll iyl (Gblis
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sda ety oo e ol 4 Zrume s el
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. Controls over non-standard
journal entries — where the
journal entries are automated or
manual and are used to record
non-recurring, unusual
transactions or adjustments.

AE Aegdl 358 e DB Sl "

o AT 55ual sda 0955 Ledie — Adnaid!

o odlelall Jemad) pusiady g
Boliall pe of 5,5l a2 sl

= Controls over standard journal
entries — where the journal
entries are automated or
manual and are susceptible to
unauthorized or inappropriate
intervention or manipulation.
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gy of AT 5guall sin 0eSE Letic

9 4 grae e cedls ol Jsadd Aus,0s
.L.L—WL‘LAJ_L.C

The effectiveness of controls that have been
implemented over journal entries and other
adjustments—effective controls over the
preparation and posting of journal entries
and other adjustments may reduce the
extent of substantive testing necessary,
provided that the auditor has tested the
operating effectiveness of the controls.

Lagall 39u8 e Laadas @5 ) L8, Sloal dlels
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e o0 6391 SLanlly Auagdl 3948 oy slite] e
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The identification and assessment of the
risks of material misstatement due to fraud—
the evaluation of information obtained from
the risk assessment procedures and related
activities, including the consideration of
information obtained from other sources,
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could indicate the presence of fraud risk
factors. Such fraud risk factors, particularly
events or conditions that indicate incentives
and pressures for management to override
controls, opportunities for management
override, and attitudes or rationalizations
that enable management to justify override
of controls, may assist the auditor to identify
specific classes of journal entries and other
adjustments for testing. These may include
journal entries and other adjustments
susceptible to unauthorized or inappropriate
intervention or manipulation resulting from:

dalge delud udy iall Jhsd Jelye 3529 d) 5,5Y)
s 1 g lall of elusdl Leiaddly (s iad) Jlas
a1 gl Selems J) 8y10¥1 a5 Lagaing adlgs 3529
Sl ol Syl Cadlsag elmnll i Byl s 9
@ ALl L mlas¥ Lajglas s o 815Y1 oS
EObdailly dgdl 3948 (o Lols Slid e Chyaill
Lagll 3548 IS Loy a8y HLasM Leliasy p5Y)
2 e ol U5 aid ape 5SS Q1 (53! ity
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o Pressures or incentives to meet or
exceed performance measures used,
internally and externally (e.g., auto-
reversing journal entries made at year-
end).
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e} Pressures or incentives to minimize or
avoid taxes (e.g., inappropriate journal
entries to record premature or delayed
revenue or expense recognition).

) Leims of sl puadl Juland adlondl of Logasall o
Jemadd enlbdl a2 Aagdl 3948 (JUL Jitw
(e g day of Jud ciligpall of clsl¥l

e} Pressures to comply with debt
repayment or other debt covenant
requirements (e.g., inappropriately
offsetting assets and liabilities in the
balance sheet by directly making
adjustments to the financial
statements to achieve a debt covenant
on the entity’s debt-to-equity ratio,
even when the conditions for a right of
setoff are not met).
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e} Opportunities, arising from the
inappropriate segregation of duties,
for any individual in the entity to
conceal or perpetrate fraud in the
normal course of that individual's
duties (e.g., journal entries and other
adjustments relating to transactions
affecting assets, where the individual
is responsible for (a) the custody of
assets, or (b) the authorization or
approval of the related transactions
affecting those assets, and (c) the
recording or reporting of related
transactions).

§ bl s Juadll e @bl eyall O

slas] sLadll sl 5,8 ¥ s @y bz ls]!

o) oLl Babiall diwylan £ LST 4lSG,) of aal!

&3 cMadly Aasall 2948 (JUL ars

056 bodie Josadl 3 355 301 Dlolally dalasll

(@) s dsadl Li> () o Yogun 24l

G alall 3 edlalall (e 2381511 ol mpintll

o sl ol Jezad (z)9 «Jouatl clls 3 5355
(ot &13 edlall

o} Opportunities arising from deficiencies
in internal control (e.g., journal entries
and other adjustments related to
purchase payments to unauthorized
suppliers or made by terminated or
transferred employees).
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o Opportunities arising from privileged
access granted to individuals involved
in the financial statement closing
process (e.g., journal entries and other
adjustments made by individuals with
administrative or powerful users’
access).
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o Opportunities arising from calculations
based on end-user computing tools
that support accounting estimates
susceptible to misstatement due to
management bias or fraud (e.g.,
journal entries and other adjustments
based on calculations of impairment of
goodwill and other intangible assets
using spreadsheet software).
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The characteristics of fraudulent journal
entries and other adjustments—
inappropriate  journal entries or other
adjustments often have unique identifying
characteristics. Such characteristics may
include entries:
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o) Made to unrelated,
seldom-used accounts.

unusual, or

Baliae s of A8Me I3y bl Laglya) @y o)

plasrad 8yl o

e} Made by individuals who typically do
not make journal entries.

sl Bale Ogagdy ¥ ol,8f Aaulyy Lagl>) @ O

o) Recorded at the end of the period or
as post-closing entries that have little
or no explanation or description.

(JLBY! day 5948 of B5aY Ble 3 Llomad oy o
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e} Made either before or during the
preparation of the financial statements
that do not have account numbers.

Ll ol &AW @lgall slue) b laglha) e o
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e} Containing round numbers or
consistent ending numbers.

Al bl a8yl ol 4yd0 al8)1 e o1 o

The auditor may use recent information,
such as data on actual perpetrated frauds or
reports regarding trends in occupational
fraud, to inform the auditor as to
characteristics of fraudulent journal entries.
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The nature and complexity of the accounts—
inappropriate journal entries or adjustments
may be applied to accounts that:
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o Contain transactions that are complex
or unusual in nature.

Leagdo, BJLI:.AJ}E‘.ji sudas cHelas (pesais o

e} Contain significant estimates and
period-end adjustments.

Bl ke § cObuaTy Lo il ddS (e o

o Have been prone to misstatements in
the past.

Gladl g olasmd s e culS o

o) Have not been reconciled on a timely
basis or contain unreconciled
differences.

ool ol bl cBell 3 Laaylae @z o o
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o Contain intercompany transactions or
transaction with related parties.

ol Bus gl Aegazell cilide (o cHlalae Goints o
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o Are otherwise associated with an
identified risk of material misstatement
due to fraud.

il blee usly 31 gmi e bis O
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Journal entries and other adjustments
processed outside the normal course of
business — non-standard journal entries may
not be subject to the same nature and extent
of controls as those journal entries used on
a recurring basis to record transactions such
as monthly sales, purchases, and cash
disbursements.
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Appendix 5

g—MU:” éa.‘l‘

(Ref: Para. A18)

(181 58,a4l1 a1,

Other ISAs Addressing Specific Topics
that Reference Fraud or Suspected
Fraud

IS Badmme Sle gunga Jolids (@1 5,531 el
il A o Sl

This Appendix identifies other ISAs with specific
requirements that refer to fraud or suspected fraud.
The list does not include other ISAs with
requirements that refer to fraud or error (e.g., ISA

210,10 |SA 315 (Revised 2019), ISA 700
(Revised)). The list is not a substitute for
considering the requirements and related

application and other explanatory material in the
ISAs.
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° ISA 402, Audit Considerations Relating to an
Entity Using a Service Organization -
paragraph 19

AMat) o5 dax ] ollael” (402) daxl Ll Hloe °
19 8,881l « "Guos 5Lirio ptitiud SLiiiay

° ISA 505, External
paragraphs 8(b) and 11

Confirmations —

ob,aall eyl Slskall” (505) daxlll las .
115(2)8

° ISA 540 (Revised), Auditing Accounting
Estimates and Related Disclosures —
paragraph 32

Slpddl) damlpe” (SAxL) (540) Aamlll Lo .
325,40 "l bad/ o L Loty Log Leruolnl]

o ISA 550, Related Parties — paragraphs 22(e)
and 23(a)(i)

obyaall A8t s SILLYI" (550) daml Ll las o
(1)(1)235 (2)22

o ISA 600 (Revised), Special
Considerations—Audits of Group Financial
Statements  (Including the Work of

Component Auditors) — paragraphs 38(d),
44A, 45(h), 55, 57(d) and 59(g)(i)
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[ ISA 700 (Revised), Forming an Opinion and
Reporting on Financial Statements -
paragraph 40(a)
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190 |SA 210, Agreeing the Terms of Audit Engagements
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