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LEARNING UNIT 3 – THE AUDITOR'S RESPONSIBILITIES RELATING TO 
FRAUD IN AN AUDIT 

 
 

 Duration:  4 hours 45 minutes 
Your time should be divided between two aspects: 
• Obtaining the required knowledge 

This entails working through this learning unit. It is important to note that a significant 
part of this learning unit has been covered in your undergraduate studies. Since ISA 
240 (Fraud) was covered in your undergraduate studies (it is assumed knowledge), 
we allow some time in this LU to refresh your memory and work through some notes 
and questions to assist in honing your critical thinking and decision-making skills. If 
the time allowed is not enough, you will have to refresh your memory regarding 
sections you already covered in your prior studies in your own time. 

• Application of knowledge  
This entails the completion of the self-assessment questions included in this learning 
unit. After completion of the learning unit, you will have the opportunity to test your 
knowledge by completing some questions which will comprise of integrated activities 
covering other learning units, these integrated questions will be included in your 
additional resources folder. 
 

The following time allocation is recommended: 
ISA 240 (Fraud) Minutes 
3.1 Introduction 1 
3.2 Learning Outcome and Assessment Criteria 1 
3.3 Learning Assumed to be in Place 2 
3.4 Background 5 
3.5 Self-assessment question 3.1 and 2.2 34 
3.6 Announcements 3 
3.7 Lectures 240 
 Total 286 
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3.1 INTRODUCTION 

 
In a society where fraud and corruption are rife, there is increasing pressure on the 
accounting and auditing profession to act in this regard. It is with this in mind that 
you should study ISA 240 and the explanatory notes in Auditing Notes as prescribed 
below. 

 
 

3.2 LEARNING OUTCOME AND ASSESSMENT CRITERIA 
The content of this learning unit is based on the following learning assessment 
criteria: 

 
Learning outcome Assessment criteria 
Exercise ISA 240 
ethical judgments, 
corporate governance 
principles, and 
statutory requirements 
in practical situations. 

• Discuss and apply ethical principles in given case 
studies.  

• Carry out evaluations of ISA 240 non-adherence 
practices and make recommendations. 

• Carry out ISA 240 quality controls for firms that 
perform review of historical information and other 
assurance and related service engagements. 

 
 

3.3 LEARNING ASSUMED TO BE IN PLACE 
 

The auditor's responsibilities relating to fraud in an audit was covered as part of your 
undergraduate studies. You must revise the content below if you are not familiar with the 
content. 
SAICA Student Handbook, 2024/2025, International Audit Standards, Part I, Volume 
2A(1): 

• ISA 240: The Auditor's Responsibility Relating to Fraud in an Audit of Financial 
Statements  

 
3.4 BACKGROUND 

 
The topic of fraud should not be studied in isolation, but rather in the context of how it 
affects the entire audit process. 

 
The existence of fraud will affect the auditor's assessment of the risks of material 
misstatement. Fraud should be assessed when developing the overall audit strategy. 

Refer to ISA 240.12 for a definition of the following terms: 
• fraud 
• fraud risk factors 

The auditor shall identify and assess the risks of material misstatement due to fraud 
at the financial statement level and at the assertion level for classes of transactions, 
account balances and disclosures (ISA 240.26). 

 
For the identification and assessment of risk of material statement due to fraud, the 
auditor will base a presumption on the fact that there are risks of fraud associated with 
for instance revenue recognition and will then have to evaluate the types of revenue, 
revenue transactions or assertions which gave rise to such risks (ISA 240.27). 

 
ISA 240.29 to ISA 240.34 deals with the auditor's response to the assessed risks of 
material misstatement due to fraud. This is a very important aspect and students should 
be able to discuss the effect that the risk of material misstatement due to fraud has on 
both the audit strategy as well as the audit plan, in other words at financial statement 
level as well as assertion level. 
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Aspects of fraud may be included into many topics, for example in questions on the CPC, 
reportable irregularities and risk assessment. 

 
 

 

 

 
 
ACTIVITY 3.1 How many fraud risk factors and related possible audit procedures can you list? 

 
Refer to the following appendices of ISA 240 for examples of fraud risk factors 
and possible audit procedures to deal with these. 

 
Appendix 1: Examples of fraud risk factors 

Appendix 2: Examples of possible audit procedures to address the assessed risk of 
material misstatement due to fraud 

Appendix 3: Examples of circumstances that indicate the possibility of fraud 
 
 
3.5 Self-assessment Question 3.1 
 

Activity 
Estimated Time 

Reading and Writing 

20 minutes 

Marking and review Total 
SAICA ITC 2022 

(Adapted) 6 minutes 26 minutes 

IMPORTANT PRINCIPLE – LEARNING ASSUMED TO BE IN PLACE 

You need to be familiar with the entire of ISA 240, including all the appendices. 
Appendices provide guidance on how fraud could impact on different areas of the 
audit process by making it practical with the examples provided in this auditing 
standard. It also highlights areas where there could be a possibility of fraud. 

Watch the following video explaining the auditor’s responsibility regarding fraud 

https://www.youtube.com/watch?v=D_qpe_gvOwU 
 
 

Please note that this YouTube video is 04:08 minutes in length. 

http://www.youtube.com/watch?v=D_qpe_gvOwU
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Required  
Describe, with reference to Document B, non-compliance by the auditors with their responsibility with 
regard to fraud in terms of ISA 240 The Auditor’s Responsibilities Relating to Fraud in an Audit of 
Financial Statement.           10 minutes 
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Solution 3.1 
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3.6 Announcements 
 
Please refer to the Additional Resources folder for Learning Unit 3 for some additional resources on 
the content of this Learning Unit.  
 
3.7 Lectures  
 
Lectures will be held during the year. Additional learning material and questions will also be loaded 
under the Additional Resources folder. Refer to the Announcements for additional information on 
lectures. 
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