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OUR OPPORTUNITIES AND CHALLENGES—
ENVIRONMENTAL DRIVERS

Understanding our key opd
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basis. The most significant
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THE IAASB’S WORK PLAN FOR 2022-2023: A PUBLIC INTEREST FOCUS IN UNCERTAIN TIMES

Proposed Strategy and Work Plan for 2024—-2027

—

Our Proposed Strategic Drivers

The strategic drivers identified below are the result of our consideration of environmental factors that drive
the opportunities and challenges impacting our ability to achieve our goal. Understanding our key
opportunities and challenges and balancing the needs of our stakeholders will drive the choices we make
for the 2024—-2027 Strategy period. The most significant strategic drivers that have shaped our proposed
Strategy and Work Plan include:

Increased and More . Heightened supervisory scrutiny. Regulators and oversight bodies
Diverse Demand for Our are key players in the external reporting ecosystem. They promote
Standards accountability and support the faithful performance of audits of
financial statements and assurance engagements. Regulators and
oversight bodies are increasingly asking for more specificity of
requirements in standards for increased enforceability to help drive
improved performance and to keep pace with increasing complexity
of the business environment, and financial and other external
reporting frameworks.

. Impact of technology. The impact of technology is multifaceted and
includes the use of technology by entities in their business models,
information systems and reporting processes. It also includes the use
of technology by auditors and practitioners in undertaking audit,
assurance, and related services engagements. In addition, disruptive
technologies are potentially transforming these engagements and
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A9.

A56. The following approaches may be useful to facilitate the exchange of ideas:

Performance Measures Used, Whether Internal or External

A66. Performance measures, whether internal or external, may create pressures on the entity. These pressures, in turn, may

Do) W — YPe

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.

. ‘What-if” scenarios — these may be helpful when discussing whether certain events or conditions create an
environment at the entity where one or more individuals among management, those charged with governance, or
employees have the incentive or pressure to commit fraud, a perceived opportunity to do so and some rationalization
of the act, and if so, how the fraud may occur.

. Automated tools and techniques — these may be used to support the discussion about the susceptibility of the entity’s
financial statements to material misstatement due to fraud. For example, automated tools and techniques may be used
to support the identification of fraud risk factors, including techniques that further the understanding of incentives and
pressures, such as industry or sector financial ratio benchmarking. Unusual relationships within the entity’s current
period data (e.g., financial and operating data) may indicate adverse ratios or trends compared to competitors or the
entity’s past performance.

motivate management or employees to take action to inappropriately improve the business performance or to misstate the
financial 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.

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.
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Responses to the Assessed Risks of Material Misstatement Due to Fraud

Unpredictability in the Selection of Audit Procedures (Ref. Para. 43)

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.

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.

Extent

) 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.
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Considering the use of automated tools and techniques when testing journal entries and other adjustments (Ref: Para. 49(b) and

49(c))

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.

A151. The auditor may use automated tools and techniques to review accounting estimates for management bias.

Examples:

. Analyzing the activity in an estimate account during the year and comparing it to the current and prior period
estimates.

. Benchmarking assumptions used for the estimate, using data visualization to understand the location of point

estimates within the range of acceptable outcomes.

. Using predictive analytics to identify the likelihood of future outcomes based on historical data.

. Using automated tools and techniques, 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.

. 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.

) 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.
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Proposed Strategy and Work Plan for 2024—-2027

=

Our Proposed Strategic Drivers

The strategic drivers identified below are the result of our consideration of environmental factors that drive
the opportunities and challenges impacting our ability to achieve our goal. Understanding our key
opportunities and challenges and balancing the needs of our stakeholders will drive the choices we make
for the 2024—-2027 Strategy period. The most significant strategic drivers that have shaped our proposed
Strategy and Work Plan include:

Increased and More Heightened supervisory scrutiny. Regulators and oversight bodies

Diverse Demand for Our are key players in the external reporting ecosystem. They promote

Standards accountability and support the faithful performance of audits of
financial statements and assurance engagements. Regulators and
oversight bodies are increasingly asking for more specificity of
requirements in standards for increased enforceability to help drive
improved performance and to keep pace with increasing complexity
of the business environment, and financial and other external
reporting frameworks.

Impact of technology. The impact of technology is multifaceted and
includes the use of technology by entities in their business models,
information systems and reporting processes. It also includes the use
of technology by auditors and practitioners in undertaking audit,
assurance, and related services engagements. In addition, disruptive
technologies are potentially transforming these engagements and
may require new or revised standards.

Sustainability reporting and other evolving areas for assurance
engagements. Sustainability reporting is a rapidly evolving area,
i from _volunta reporting _commitments to_requirements
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