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This Audit (ISA) Update highlights recent amendments to the international version of the ISAs
published by the IAASB, together with selected current IAASB projects.

ISA 240 was published by the IAASB in July 2025, with an effective date of periods beginning on
or after 15 December 2026. There has been much scrutiny on auditors due to corporate failures
in previous years and these amendments aim to enhance the auditor’s responsibilities in
relation to fraud and suspected fraud and increasing transparency of fraud-related matters
disclosed in the auditor’s report. The revised ISA intends to drive changes in auditor behaviour in
relation to fraud, with increased emphasis on professional scepticism.

The amendments clarify that the auditor’s responsibilities in relation to fraud must be applied
throughout the audit, rather than being treated as a discrete planning exercise. Auditors are
expected to apply a deliberate “fraud lens” when identifying and assessing risks of material
misstatement, designing responses to those risks and evaluating audit evidence. The standard
strengthens the linkage with ISA 315 (Revised) by requiring the auditor to consider how the
entity, its environment, its financial reporting framework and its system of internal control may
create susceptibility to fraud or management bias. There is also an additional requirement to
perform an overall evaluation of the risk assessment process and to determine whether
responses to risks of material misstatement due to fraud and suspected fraud provide sufficient
appropriate audit evidence.

There is greater emphasis on what the auditor does when fraud or suspected fraud is identified.
This includes obtaining sufficient appropriate audit evidence, reconsidering the assessment of
fraud risks, evaluating whether the matter indicates wider control deficiencies or management
involvement, and determining the effect on other aspects of the audit. The auditor must also
consider whether the circumstances affect the reliability of management representations, the
appropriateness of continuing the engagement and the need for timely communication with
management, those charged with governance or appropriate external parties where required by
law or regulation.

Although the level of risk relating to management override of controls may vary from entity to
entity, being more relevant in smaller owner managed businesses where there may be
dominance by one individual, it is present in all entities. The auditor shall treat the risks of
management override of controls as risks of material misstatement due to fraud at financial
statement level. The auditor shall also determine whether such risks affect the assessment of
risk of fraud at the assertion level. The auditor is expected to consider how management may be
able to override controls at the financial statement level, including through inappropriate
journal entries, bias in accounting estimates, unusual or significant transactions outside the
normal course of business, or selective application of accounting policies and disclosures.

Revenue recognition remains a key fraud consideration because revenue is often susceptible to
manipulation through premature recognition, fictitious sales, side agreements, inappropriate
cut-off or management override. The revised approach reinforces the robust risk assessment at
assertion level for individual revenue streams assessing whether fraud risk factors affect
contract terms, accounting estimates or disclosures. Auditors should avoid applying the



revenue fraud presumption mechanically; instead, they should document and support how
revenue-related fraud risks have been identified, assessed and responded to. Where the auditor
concludes that the presumption is not applicable in the circumstances, clear reasoning is
required to be documented.

The ISA also reinforces professional scepticism as a pervasive requirement. Auditors are
expected to maintain a questioning mindset, remain alert throughout the audit to indications of
fraud and avoid bias towards corroborative evidence or the exclusion of contradictory evidence.
An auditor should avoid over-reliance on prior experience with management or the entity.
Professional scepticism should be demonstrated in engagement team planning discussions,
risk assessment procedures, responses to identified risks, evaluation of evidence and
documentation of significant judgements.

These changes are likely to result in increased audit documentation to provide the trail of
evidence that the auditor has appropriately applied the fraud-related requirements.
Engagement teams should document the fraud-related enquiries performed, the fraud risk
factors identified, the significant judgements made in assessing risks of material misstatement
due to fraud, and the nature, timing and extent of audit procedures designed in response.
Documentation should also explain how contradictory or inconsistent evidence was addressed,
how professional scepticism was exercised, and the basis for conclusions reached on revenue
recognition, management override and any identified or suspected fraud. This creates a clearer
audit trail and supports more transparent review of how the audit team responded to fraud risks.

For publicly traded entities, ISA 240 introduces greater transparency in the auditor’s report
about fraud-related work. Listed entities applying ISA 701 shall consider any fraud-related
matters in determining key audit matters and where they required significant auditor attention.
This does not mean every fraud risk will automatically be a key audit matter, but it does require
auditors to assess whether fraud-related risks, procedures or findings were among the most
significant matters addressed in the audit.

The revisions are intended to help users better understand how the auditor responded to fraud
risks without implying that the auditor provides a guarantee that all fraud has been detected.

The revised ISA 570 was published in April 2025 by the IAASB and requires a more robust risk
assessment process and a more comprehensive evaluation of management’s assessment of
going concern and plans for future actions.

The ISA places more emphasis on events or conditions that may cast significant doubt on the
entity’s ability to continue as a going concern and subsequently may indicate a material
uncertainty related to going concern that requires reporting in the auditor’s report. The ISA has
therefore included a definition:

Material Uncertainty (Related to Going Concern) (MURGC) “An uncertainty related to events
or conditions that individually or collectively may cast significant doubt on the entity’s ability to
continue as a going concern. “May cast significant doubt”is used to refer to circumstances
where the magnitude of the potential impact and likelihood of occurrence of the identified
events or conditions are such that, unless management’s plans for the future actions mitigate
their effects, the entity may be unable to realize its assets and discharge its liabilities in the
normal course of business and continues its operations for the foreseeable future.”(para 10).



The period of assessment has been extended to be 12 months from the date the financial
statements are approved. Previously the ISA referred to 12 months from the reporting date,
however entities must also comply with the financial reporting framework which may have been
12 months from the date financial statements are approved. There remains a requirement to
enquire of events or conditions beyond the period of management’s assessment, where
necessary.

It is now a mandatory requirement for management to make an assessment of the entity’s
ability to continue as a going concern. If one has not been performed by the client, they shall be
requested to perform the assessment. If it is still not performed, the auditor shall consider the
impact on the audit and the audit report. Whilst the auditors may still perform some audit
procedures on the going concern assessment of management when no formal assessment has
been provided, for example, reviewing profitability and evaluating liquidity, this is still non-
compliance with the ISA and may be an indicator of a control deficiency, which shall be
reported accordingly. Ultimately it may result in a limitation on audit evidence and have an
impact on the audit opinion.

The risk assessment process is aligned with ISA 315R Identifying and Assessing the Risks of
Material Misstatement through Understanding the Entity and its Environment, and some
considerations may go beyond these requirements. The auditor shall perform risk assessment
procedures on management’s assessment, the related disclosures and management’s future
plans. There are more examples provided in the ISA of events or conditions that may cast
significant doubt on an entity’s ability to continue as a going concern to be considered in the risk
assessment, including cyber-attacks, exposure to markets such as foreign exchange risk, and
changes in the external environment, such as war.

The ISA places more emphasis on where there are significant judgments on which the going
concern assessment is based in order for audit procedures to adequately respond to these. It
also enhances the requirements in exercising professional scepticism when performing audit
procedures, including when evaluating whether there are indicators of possible management
bias.

The ISA requires a thorough scrutiny of management’s assessment, including the method used,
whether it is appropriate and if there has been a change from previous periods. This includes
testing significant assumptions and judgements and considering whether they are consistent
with other areas of the audit. There are additional requirements when testing management’s
plans for future actions, including assessing the outcome of the plans and how likely they are to
mitigate any risk, the timeframe covered by those plans, and now testing management’s ability
and intent to carry out a course of action. Adequate time must be allowed for this rigorous
testing in the planning stage.

The ISA also requires written representations to be obtained where necessary and strengthens
communication with relevant parties, including management, those charged with governance
and where required, appropriate external parties, when a MURGC may exist.

Finally in the audit report, additional explicit statements are required to enhance transparency
about an entity’s going concern assessment. This includes “the auditor’s conclusions are based
on the audit evidence obtained up to the date of the auditor’s report and are not a guarantee as
to the entity’s ability to continue as a going concern.” There are also more requirements for
listed entities.



In summary there shall be a separate section for going concern and MURGC, where relevant, in
the auditor’s report, reporting on the appropriate conclusions:

All entities

Conclusion

Separate section

Reporting requirements

e Going concern
assessment
appropriate

No MURGC exists

‘Going Concern’
section.

Conclude going concern basis is appropriate.
No material uncertainty identified.

Based on evidence up to date of signing audit
report and not a guarantee of entity’s ability to
continue as going concern (as above).

Going concern
assessment
appropriate
MURGC exists
and adequately
disclosed

‘MURGC’ section.

Audit opinion not modified.

Conclude going concern basis is appropriate.
Material uncertainty exists - reference to
disclosure note in financial statements.
Based on evidence up to date of signing audit
report and not a guarantee of entity’s ability to
continue as going concern.

Going concern
assessment
appropriate
MURGC exists
and NOT
adequately
disclosed

Qualified audit
opinion section.
‘MURGC’ section.

Express opinion (e.g. adverse opinion).

Reference to opinion section.

Conclude going concern basis is appropriate.
Based on evidence up to date of signing audit
report and not a guarantee of entity’s ability to
continue as going concern.

Listed entities (additional requirements)

Conclusion

Separate section

Overview of reporting requirements

Going concern
assessment
appropriate

No MURGC exists

‘Going Concern’
section.

When significant judgements made by
management in concluding no material
uncertainty, reference to note in financial
statements and describe how the auditor
evaluated management’s assessment of going
concern.

This may include the procedures performed, the
outcome of those procedures, the auditor’s
response on other matters, key observations
with respect to events or conditions that may
cast significant doubt on the going concern
assessment.

Going concern
assessment
appropriate
MURGC exists
and adequately
disclosed

‘MURGC’ section.

Disclose a description of how the auditor
evaluated management’s assessment of going
concern (see above)




In May 2025 the IAASB published a staff update on ‘Frequently Asked Questions — Reporting
Going Concern Matters in the Auditor’s Report’, which provides additional guidance on the
presentation requirements in the audit report for different audit conclusions on going concern
and MURGC.

The ISA is considered scalable to all entities, however there are additional considerations for
the audits of financial statements of listed entities.

Narrow-Scope Amendments to ISA 620 Using the Work of an Auditor’s Expert

The narrow-scope amendments to ISA 620 are targeted changes designed to maintain
alignment between the IAASB standards and the revised IESBA Code provisions on using the
work of an external expert. The amendments require the auditor, when determining the nature,
timing and extent of work relating to an auditor’s expert, to consider whether relevant ethical
requirements include provisions addressing the use of that expert. They also make clear that the
auditor should not use the work of an expert where the auditor concludes that the expert does
not have the necessary competence, capabilities or objectivity for the auditor’s purposes, or
where threats to the expert’s objectivity cannot be eliminated or reduced to an acceptable level.
In practice, this means audit teams will need to evidence more clearly their evaluation of an
expert’s suitability, independence-related considerations and the basis on which the expert’s
work can be relied upon in forming audit conclusions.

These amendments are effective for periods beginning on or after 15 December 2026.

Audit Evidence and Risk Response (ISA 330, 500, and 520)

This project addresses the requirements in relation to obtaining audit evidence in response to
assessed risks and evaluating the audit evidence. It aims to reinforce the concept of obtaining
sufficient appropriate audit evidence by enhancing the application of professional scepticism
and judgement when obtaining audit evidence, responding to assessed risks and tailoring audit
procedures. It also discusses the approach to the relevance and reliability of information used
as audit evidence, considering the source and the use of technology.

Audit Evidence Series (ISA 500, 501, 505 and 530)

Sufficient appropriate audit evidence is required to be obtained by the auditor, to form
conclusions and ultimately the audit opinion. This IAASB project is reviewing the impact of the
use of technology by entities and the auditor to modernise the ISAs. Focus areas include
inventory testing, external confirmations process, and audit sampling.

Auditors should begin engaging with clients to assess the impact of the ISA revisions and
current market conditions on audit planning, execution and reporting.

This training material is designed for the information of users. Every effort has been made to ensure that at the time of preparation the information
contained is accurate. Information within this training course is not designed to address a particular circumstance, individual, or entity, nor is it
intended to be a substitute for detailed research or the exercise of professional judgement. No responsibility for loss, however arising, to any person
acting or refraining from acting as a result of any material in this publication will be accepted by Clare Jones, One Two Financial Training Limited or 2020
Innovation.
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