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Response to Audit Standards Review 
 
Dear Mr Billing, 
 
I am submitting some comments to the consultation on Auditor’s Responsibilities Relating to 
Fraud…” as someone who is an active private investor and has suffered twice from fraud in 
the accounts of companies that were not detected by auditors. 
 
The answers to the questions posed in the consultation are given on the following pages. 
 
 
Yours sincerely 
 
 
 
Roger W. Lawson 
Managing Director 
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Answers to Questions given in red. 
 
 
Q1.   Has ISA (UK) 240 been appropriately revised to give increased clarity as to the auditor's 

obligations relating to fraud in the audit of financial statements. If you do not 
consider this to be the case, please set out why and how you believe those obligations 
should be clarified. 
 
Answer: Yes it has been appropriately revised. 

Q2. Have appropriate enhancements been made to the requirements for the identification 
and assessment of risk of material misstatement due to fraud, and the procedures 
to respond to those risks, to promote a more consistent and robust approach to 
the auditor's responsibilities in relation to fraud? If you do not consider this to be the 
case, please set out why and how you believe the requirements should be enhanced. 

 Answer: In general that appears to be the case. 

Q3. Have appropriate enhancements been made to the application material? If you do not 
consider this to be the case, please set out why and how you believe the 
application material should be enhanced. 

 Answer: I would like more emphasis to be put on the confirmation that cash claimed to 
be held by the company is actually present and available. When fraud is present it 
usually means that cash claimed to be held by bankers to the company is not in fact 
available or is offset by claims against it, i.e. that evidence of bank balances is 
misrepresented or there are offsetting claims against it such as bank accounts that are 
not even disclosed.   

Q4. Do the proposals sufficiently support the appropriate exercise of professional scepticism 
throughout the risk assessment procedures, the procedures to respond to those 
risks and the evaluation of audit evidence obtained? If you do not consider this to be 
the case, please give reasons and describe how you consider the exercise of 
professional scepticism could be better supported. 

 Answer: Yes 

Q5. ISA (UK) 240 establishes a rebuttable presumption that there are risks of fraud in 
revenue recognition (paragraph 26). Are there other account balances, transactions 
or disclosures for which such a rebuttable presumption should be established? If 
you consider there are, please identify them and set out why. 

 Answer: Cash balances represent a high risk of fraud. 

Q6. ISA (UK) 240 specifies particular audit procedures responsive to risks related to 
management override of controls (paragraphs 31 – 33). Are there other audit 
procedures responsive to those risks, or any other risks of material misstatement due 
to fraud, that you believe should be required for all audits? If you consider there are, 
please describe them and set out why. 

 Answer: No comment. 
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Q7. In complying with the requirements of ISA (UK) 240 (Revised), the auditor may also 
need to consider whether there has been non-compliance with laws and 
regulations, and therefore that requirements in ISA (UK) 250 Sections A and B 
(Revised November 2019) also apply. Is it sufficiently clear in these ISAs (UK) of the 
interaction between them? 

 Answer: Yes 

Q8.  Are the requirements and application material sufficiently scalable, including the ability 
to apply ISA (UK) 240 (Revised) to the audits of entities with a wide range of 
sizes, complexities and circumstances? If you do not consider this to be the case, 
please set out why and how you believe that could be addressed. 

 Answer: No comment. 

Q9. References to 'computer assisted audit techniques' have been updated to 'automated 
tools and techniques' and we have identified that these may enable more 
extensive testing and assist in identifying unusual transactions or relationships 
(paragraphs A44, A48 and A50). Is there other guidance in relation to the use of 
automated tools and techniques that you believe could assist auditors in relation 
to their obligations with regard to fraud? If you consider there is, please give an 
explanation of it. 

 Answer: No comment. 

Q10. Do you agree with the proposed effective date of audits of financial statements for 
periods beginning on or after 15 December 2021, with early adoption permitted, which 
is aligned with the effective date of ISA (UK) 315 (Revised July 2020)? If not, please 
give reasons and indicate the effective date that you would consider appropriate.  

 Answer: No comment. 

Q11. Should an additional requirement be placed on auditors to have a specific discussion 
with those charged with governance on the risks of material fraud in the business, 
including those which are business sector specific, in order to further the risk 
assessment process in respect of the risk of material error in the financial statements 
relating to fraud? 

 Answer: No Comment. 
 


