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Overview of Amendments

Key enhancements to IAASB's ISA 240 (Revised)

Restructuring the introductory text to clarify the auditor’s
responsibilities and that the inherent limitations of an audit do not
diminish those responsibilities.

Requirement to design and perform procedures in a manner that is
not biased towards obtaining evidence that either corroborates or
contradicts management’s assertions.

Enhanced requirements for making enquiries of management and
those charged with governance throughout the audit engagement.

Clarification that due to the pervasive nature, ROMM due to fraud
related to management override of control should be treated at the
financial st level and, determination if such risks affect the
assessment of risks at the assertion level.

Source: FRC

Enhanced linkag
2019) risk assessment for the auditor to design and perform robust
risk assessment procedures.

Key enhancements to IAASB’s ISA 240 (Revised)

and requi panding on ISA 315 (Revised

Requirement to stand-back to evaluate whether the assessments of
ROMM due to fraud remains appropriate and whether sufficient
appropriate audit evidence has been obtained.

Enhanced requirements, expanding on ISA 701, for the auditor to
determine any key audit matters relating to fraud to communicate
in the auditor’s report.

Application material to highlight how auditors can leverage
technology to enhance the quality of their fraud related
procedures.

ISA 240 Key Amendments

‘ O
n Auditors’ responsibilities

Clarifying auditor’s responsibilities, align with risk
assessment and tailoring tests in response to
ROMM in relation to fraud.

Engagement team planning meeting discuss fraud
factors, areas susceptible to fraud.

~

/E Professional Scepticism

Exercise professional scepticism throughout the
audit, remaining alert for indications of fraud.
Investigate inconsistences.

Design tests - not biased towards corroborative
evidence or excluding contradictory evidence.

~

Fraud lens on risk assessment

Aligns requirements with ISA 315R, providing
guidance for fraud risk factors and the inherent
and control risk assessments.

Includes obtaining an understanding of the
entity’s whistleblower programme.

B

Standback evaluation h
Perform a stand-back evaluation assessing the risks
assessment process and ensuring sufficient audit
evidence has been obtained in response to the
assessed risks in relation to fraud and suspected
fraud.
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ISA 240 Key Amendments

-
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Enquiries of management

Enhanced enquiries of management, individuals,
internal audit team, TCWG, where relevant in
relation to risk of fraud, how one could happen in
accounting system, mitigating factors etc.

(e

~

Audit procedures

Strengthening audit procedures when a fraud or

suspected fraud is identified, including obtaining

an understanding, evaluate process to investigate
or remedy it and consider impact on overall audit
strategy.

‘A

\

Key audit matters (listed entities)

KAMs in relation to fraud may be identified and

they often require significant auditor’s attention.
Strengthens requirements to communicate KAMs
related to fraud in the audit report and to TCWG.

(e

Documentation \
Enhanced documentation requirements, including
documenting understanding of entity and how
fraud could occur, sources of information, RA
performed and response to risks where ROMM in
relation to fraud or suspected fraud.

Risk of Fraud

Management override of controls

Treat the risks of management override of
controls as ROMM due to fraud at the
financial statement level, and

Determine whether such risks affect the
assessment of assertion level risk

Revenue

Applying professional judgement in
determining whether the fraud risk factors
in relation to individual revenue streams
indicate a ROMM at assertion level due to

fraud.

If determine no ROMM due to fraud in
revenue, document reasons for that
conclusion.




FS line Assertion Inherent risk factors Inherent | Sig* Fraud | Control | Response to risk
item risk risk risk risk
Revenue | Occurrence | Subjectivity — M — Contracts entered into in period M N N
(LTC Complexity — L — no complex calculation
stream) Fraud/Bias — M — incentive for management to

overstate revenue for recognising revenue early
Uncertainty — M— stage of completion calculation
Change — L — consistent approach

Accuracy/ Complexity — L — not a complex calculation H Y * Y

Valuation Subjectivity — H — management judgement in
forecasting future costs for the contracts o]
Uncertainty — H — expected inflation and price * Document justification

rises to be taken into account

Fraud/Bias — H — management bias in stage of
completion calculation using costs incurred over
total costs to complete, incentives to recognise
more revenue in the period

Change — L — consistent approach

Complete- | Subjectivity — L — PO’s recognised L N N
ness Complexity — L — no complex calculation
Fraud/Bias — L — incentive for management to
overstate revenue for recognising revenue early
Uncertainty — M— stage of completion calculation
used

Change — L — consistent approach

Disclosures | Change — M — new section 23 and new L N N
disclosures to include
L — for all other factors

ISA 570 GOING
CONCERN
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ISA 570

Final
Pronouncement
* Effective for periods beginning on or
after 15 December 2026

International Standard on
Auditing 570 (Revised
2024), Going Concern * Key changes:

¢ New definitions

IiE ling Con'erilieisd  Strengthening the auditors’ work

Consequential

Amendments to Other * Explicit reporting section in auditor’s
International Standards report

on Auditing (ISAs)

APRIL 2025
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Overview of Amendments

Key enhancements to IAASB’s ISA 570 (Revised 2024) Key enhancements to IAASB’s ISA 570 (Revised 2024)

Robust risk assessment procedures and related activities to identify Evaluation of management's plans for future actions, including both

events and conditions intent and ability

Emphasising importance of professional scepticism through evaluating Enhanced requi its for evaluating adequacy of disclosures, including
significant going concern-related judg made by gement

whether judgements and decisions made indicate management bias

Reinforced and robust communications between those charged with

Period of management'’s assessment extended to cover at least 12 = : Y 3 .
9 governance and with appropriate authorities outside the entity

months from date of approval of financial statements
Transparency to users of auditor’s reports through an enhanced

Evaluation of gement's t of going concern, including reporting model requiring explicit and explanations on going
significant management judgements made concern
Source: FRC

12



Going Concern — Auditors Responsibilities

Conclude on management’s Whether a material uncertainty
assessment of going concern exists
assumption

13

ISA 570 New Definition

* Material Uncertainty (Related to Going Concern) (MURTGC)

* 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)

14



Management’s Assessment

Mandatory for all audits

* The entity’s management must make an
assessment of its ability to continue as a
going concern
* If one not done —request to be performed

* If still not done — consider impact on audit and
audit report and communicating with TCWG

* Auditor may still perform
some audit procedures,
considering profitability,
liquidity and RA

May indicate a control
deficiency

May be a limitation on audit
evidence — audit report
implications

15

Auditor’s Requirements

* The auditor is required to evaluate
managements assessment that covers a
period of at least 12 months form the
approval of the financial statements

Comprehensive testing of
management’s method,

calculations, data, significant
* Must be performed regardless of assumptions used and

whether events of conditions are judgements used
identified

16



Risk Assessment

* Assess and consider risks relating to Response to risk

events or conditions that may cast

significant doubt on the entity’s going * Design procedures to evaluate
concern assessment management’s assessment including

significant judgements on which their
going concern assessment was based

* the entity and its environment, (more
examples, cyber attacks, war)

* the FR framework, * Design audit procedures so it is not
+ the entity’s systems of internal controls biased towards corroborative evidence
and control deficiencies or excluding contradictory evidence

* Apply professional scepticism

* Consider on a gross basis before assessing throughout audit

any of managements mitigating factors

Robust risk * Test management’s future plans
assessment

17

Management’s Future Plans

* Evaluate management’s plans for future actions

* Are outcome of plans likely to be sufficient to mitigate risk and are they
feasible

* Verify management’s intent and ability to carry out course of action —
professional judgement

* Apply similar principles for third party support, obtain audit
evidence that the third party has the intent and ability to provide
support if needed

18



Communication Enhancements

* Obtain written representations, where appropriate

* Where MURTGC exists consider whether a requirement to report to
appropriate authority outside of organisation

19

Audit Report — All Entities

. eI ——

Going concern section
(no MU exists)

Auditor explicitly states:

They have concluded managements use
of the going concern basis of accounting
is appropriate

Not identified a material uncertainty

Based on evidence up to date of audit
report signing and are not a guarantee
of the entity’s ability to continue as a
going concern

MURGC section
(adequately disclosed note)

Auditor explicitly states:

Audit opinion is not modified

They have concluded managements use
of the going concern basis of accounting
is appropriate

A material uncertainty exists — cross
reference to note

Based on evidence up to date of audit
report signing and are not a guarantee of
the entity’s ability to continue as a going
concern

20




Audit Report — All Entities

*

Qualified or Adverse section
(MURGC NOT adequately disclosed)

Auditor expresses qualified audit opinion or adverse opinion, and state MU
exists and not adequately disclosed

MURGC section
Draw attention to opinion section that MU exists and not adequately
disclosed

Auditor explicitly states:
¢ They have concluded managements use of the going concern basis of
accounting is appropriate

* Based on evidence up to date of audit report signing and are not a
guarantee of the entity’s ability to continue as a going concern.

Audit Report — Additional Disclosure for Listed Entities

Only
—_—

Going concern section MURGC section
(no MU exists) (adequately disclosed note)

When significant judgements made by Disclose a description of how the auditor
management in concluding no MU exists, a evaluated management’s assessment of the
description of how the auditor evaluated entity’s ability to continue as a going
managements assessment of the entity’s concern, including an overview of

ability to continue as a going concern and procedures performed, and indication of the

cross reference to the related disclosure outcome of the procedures, and the
note auditor’s response which was most relevant

to the events or conditions for the MU




claire’s

In our evaluation of the directors’ conclusions, we considered the inherent risks associated with the company's
business model including effects arising from macro-economic uncertainties such as the ongoing impact of
Brexit and the cost of living crisis, we assessed and challenged the reasonableness of estimates made by the
directors and the related disclosures and analysed how those risks might affect the company's financial
resources or ability to continue operations over the going concern period.

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the company's ability to continue as a
going concern for a period of at least twelve months from when the financial statements are authorised for issue.

23

Y
RussellsBromliey

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors’ use of the going concem basis
of accounting in the preparation of the financial statements is appropriate.

Audit report
extracts

Based on the work we have performed, we have not identified any material uncertainties relating to events
or conditions that, individually or collectively, may cast significant doubt on the company’s ability to
continue as a going concern for a period of 12 months from when the financial statements were authorised
for issue.

In the appropri of the Company adopting the going concemn basis of preparation, the
directors have considered the consequences of the current economic uncertainties which includes the
global inflationary pressures, increased cost of living affecting household di ionary spending, the
continued impact from Brexit and recovery from the Covid-19 pandemic. It is the opinion of the directors
that the above economic challenges and the potential disruption to supply chains arising will not have a
significant impact on the going concem of the Company.

Director’s
report
extracts

The directors received a confirmation from Farwig Limited, which is the ultimate parent and controlling
company of the Group that the Company is part of, that it will provide the financial support for a period
after approval of the financial statements to 31 October 2025.

The directors have prepared financial forecasts for the Group for the period to 31 October 2025 which
shows that the Group continues to be debt free in the going concem period and has sufficient levels of
liquidity in both the downside and stress test scenarios. The directors have further considered a reverse
stress test to understand at what level available liquidity will be eroded where it was noted that this
scenario to be unlikely due to the mitigating actions available.

24



Material uncertainty related to going concern

We draw attention to note 1 in the financial statements, which indicates that at the date of approval of these financial
statements the company has insufficient committed financing in place to withstand a severe but plausible downturn
in trading activity throughout the going concern period to 28 January 2024. As stated in note 1, these events or
conditions indicate that a material uncertainty exists that may cast significant doubt on the Company’s ability to
continue as a going concern. In auditing the financial statements, we have concluded that the directors’ use of the
going concern basis of accounting in the preparation of the financial statements is appropriate. Our opinion is not
modified in respect of this matter.

25

TED BAKER®

LONDON

CONCLUSIONS RELATING TO GOING CONCERN

In auditing the financial statements, we have concluded that the
Direclors’ use of the going concern basis of accounting in the
preparation of the financial stalements is appropriate. We considered
going concern lo be a key audit matfer and our evaluation of the
Directors’ assessment of the Group and the Parent Company's ability 1o
continue to adopt the going concern basis of accounting is considered
is set out in the related key audit matter section later in this report.

Based on the work we have performed, we have not identified any
material uncertainties relating to events or conditions that, individually
or collectively, may cast significant doubt on the Group and the Parent
Company's ability to continue as a going concern for a period of

at least twelve months from when the financial statements are
authorised for issue.

KAM extract

The risks that we considered most likely to
adversely affect the Group’s and Company’s
available financial resources, including the debt

facilities ovailable under the terms that were
amended in April 2022, were:

the ongoing recovery of demand for the
Group's products and services following the
impoact of he COVID-19 Global Pandemic
the forecast rates of growth in revenue,
particular with respect fo online, which is
driven largely by the new product collection
but also leveraging from the benefits from the
launch of the new digital sales platform early
in FY 2023

the inflationary cost pressures facing the
industry and the wider economy

the sensitivity to the above as to the financial

covenants which are part of the terms for the
availability of the debt facilities available

26




Common Audit Issues

Insufficient risk assessment at planning stage

Over reliance on managements forecasts and lack of evidence of challenge of
management’s assumptions on file

Forecasts only for 12 months from year end date

A
De

Over reliance on letters of support, with no verification of ability to provide support

No corroboration of banking arrangements

Audit procedures not updated when sign off delayed

.
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NARROW-SCOPE
AMENDMENTS AND

IAASB PROJECTS
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Narrow-Scope Amendments

Amendments to ISAs

Final

Pronouncement * ISA 620 Using the Work of an
Auditor’s Expert (effective periods

a beginning on or after December

Narrow-Scope 152026)

Amendments to IAASB .

Standards Arising from * If the auditor concludes the expert

h 's Using th

e does not have necessary competence

Expert Project or capabilities or there are threats to

JANUARY 2026 objectivity, then that expert shall not

be used

) IAASB

Copyright © IFAC

29

Ongoing IAASB projects

o e Clarify the concept of sufficient appropriate audit evidence
Audit . S ) L
: ¢ Consider relevance and reliability of information used as audit evidence
eV|der.1ce * Recognise the increased use of technology by auditors
and risk ¢ Includes a reference framework when making judgements about audit

response evidence
¢ Enhance professional scepticism and professional judgement exercised by

(|SA 330, auditors

ISA 500, o Effective responses to risk or material misstatement, and strengthening
auditor’s work on internal controls

ISA 520) e Encourage auditors use of technology in obtaining audit evidence

30



Ongoing IAASB Projects

e Aiming to modernise ISA 501, ISA 505 and ISA
ISA 500 series 530 to reflect current business and audit
(information environments appropriately with the impact of
gathering) the use of IT, specifically in relation to
inventory and external confirmations

31

LATEST AUDIT
RELATED
PUBLICATIONS
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FRC Publications

Appendix C - Areas of findings and why they are important

On slide 14, we set out the most common Tier 1inspection findings where, based on our inspections, we believe improverents in audit quality are
required. Firms must take action to improve audit quality in these areas.

N

Annual Review of Audit
Quality 2025 : Area o finding @ whyitisimportant
" F* i Revenue Auditors should abtain sufficient and appropriate audit evidence to

assess whether revenue is accurately recognised as it is a key driver of
the entity's results.

Impairment of non-current assets Auditors should adequately assess and challenge management's
evaluation of impairment as this often involves significant judgement
and can be subject to management bias or error.

Inventory Auditors should perform appropriate procedures to assess the
existence and valuation of inventory as it can be significant to an
entity’s balance sheet.

Provisions including expected credit loss provisions Auditors should adequately assess and challenge the reasonableness
of 's estimates and to respond to the risk of
management bias.

Group audit oversight The group audit team is responsible for the oversight of the group
audit, including audit work at a component level, and should therefore
sufficient i the audit.
Journals testing Journals testing is a key procedure to address the risk of management

override of controls and fraud. Auditors should test the
apprapriateness of journals entries, including examining the supporting
evidence for the items selected.

33

ICAEW Audit Monitoring Report

Risk assessment

Fraud and error

Estimates and judgments

Experts and service organisations

SNAPSHOT OF AUDIT RESULTS

'AUDIT MONITORING REPORT 2025

Substantive analytical procedures

EE | Sampling

34
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Wrap up

An awareness of the amendments to ISA 240 and ISA 570

An update on the latest IAASB projects including minor
amendments to ISA 620 and the ongoing projects

Insight into the latest audit-related publications in the UK
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Any questions?
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