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APPENDIX 1
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Glossary of Terms

Sl ol oo

This glossary lists the terms that are defined for the
purpose of the ISA for LCE. The definitions assist in
the consistent application and interpretation of this
standard, and are not intended to override definitions
that may be established for other purposes, whether
in law or regulation or otherwise. Unless otherwise
indicated, the definitions carry the same meanings
throughout this standard. In addition, this glossary
includes descriptions of other terms found in the ISA
for LCE to assist in common and consistent
interpretation and translation (such other terms are
identified by an asterisk “*”).
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Accounting estimate—A monetary amount for
which the measurement, in accordance with the
requirements of the applicable financial reporting
framework, is subject to estimation uncertainty.

b cldlazh Ty ctuelid puniy gads ploe tgaulad/ puidsl
it uST sue (e et ¢ @il JUI ys,a30)

Accounting records—The records of initial
accounting entries and supporting records, such as
checks and records of electronic fund transfers;
invoices; contracts; the general and subsidiary
ledgers, journal entries and other adjustments to
the financial statements that are not reflected in
formal journal entries; and records such as work
sheets and spreadsheets supporting cost
allocations, computations, reconciliations and
disclosures.
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Aggregation risk—The probability that the
aggregate of uncorrected and undetected
misstatements exceeds materiality for the financial
statement as a whole.
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Analytical procedures—Evaluations of financial
information  through analysis of plausible
relationships among both financial and non-
financial data. Analytical procedures also
encompass such investigation as is necessary of
identified fluctuations or relationships that are
inconsistent with other relevant information or that
differ from expected values by a significant
amount.
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Annual report—A document, or combination of
documents, prepared typically on an annual basis
by management or those charged with governance
in accordance with law, regulation or custom, the
purpose of which is to provide owners (or similar
stakeholders) with information on the entity’s
operations and the entity’s financial results and
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financial position as set out in the financial
statements. An annual report contains or
accompanies the financial statements and the
auditor's report thereon and usually includes
information about the entity’s developments, its
future outlook and risks and uncertainties, a
statement by the entity’s governing body, and
reports covering governance matters.
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Anomaly—A misstatement or deviation that is
demonstrably not representative of misstatements or
deviations in a population.

3i L»Lé.p_z].” ;5\:- S Jies ¥ =l 3T eS| 83 >

Applicable financial reporting framework—The
financial reporting framework adopted by
management and, where appropriate, those charged
with governance in the preparation of the financial
statements that is acceptable in view of the nature of
the entity and the objective of the financial
statements, or that is required by law or regulation.
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The term “fair presentation framework” is used to
refer to a financial reporting framework that
requires compliance with the requirements of the
framework and:
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(@) Acknowledges explicitly or implicitly that, to
achieve fair presentation of the financial
statements, it may be necessary for
management to provide disclosures beyond
those specifically required by the framework;

or
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Acknowledges explicitly that it may be
necessary for management to depart from a
requirement of the framework to achieve fair
presentation of the financial statements.
Such departures are expected to be
necessary only in extremely rare
circumstances.
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The term “compliance framework” is used to refer
to a financial reporting framework that requires

bz o a5 U] J1 8,Lad0 A0 o] rllasas it

compliance with the requirements of the | & 32!l SLLEY (e gotmy ¥ ] Gl wlidlaze, ol
framework, but does not contain the el (<) of (1) Guasd!
acknowledgements in (a) or (b) above.

Appropriateness (of audit evidence)—The Ga gsi as Ll AT Bagnd whiﬂ@i(‘"’-'-?bﬂ"’-f-’f)‘lwm

measure of the quality of audit evidence; that is, its
relevance and its reliability in providing support for
the conclusions on which the auditor’s opinion is
based.

Gl ol bl peudl dss 3 Lele sleae¥l 4lSals Lraedlo
22 LU 6l Ll iy

Arm’s length transaction—A transaction
conducted on such terms and conditions as
between a willing buyer and a willing seller who are
unrelated and are acting independently of each
other and pursuing their own best interests.
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* Assess—Analyze identified risks of material
misstatement to conclude on their significance.
“Assess,” by convention, is used only in relation to
risk. (also see Evaluate)
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Assertions—Representations, explicit or
otherwise, with respect to the recognition,
measurement, presentation and disclosure of

information in the financial statements which are
inherent in management representing that the
financial statements are prepared in accordance
with the applicable financial reporting framework.
Assertions are used by the auditor to consider the
different types of potential misstatements that may
occur when identifying, assessing and responding
to the risks of material misstatement.
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Assurance—(see Reasonable assurance)

(Jsdall ST Jasl) :STeN)

Audit documentation—The record of audit
procedures performed, relevant audit evidence
obtained, and conclusions the auditor reached
(terms such as “working papers” or “workpapers”
are also sometimes used).
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Audit evidence—Information used by the auditor
in arriving at the conclusions on which the auditor’'s
opinion is based. Audit evidence includes both
information contained in the accounting records
underlying the financial statements and other
information. (See Sufficiency of audit evidence and
Appropriateness of audit evidence.)
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Audit file—One or more folders or other storage
media, in physical or electronic form, containing the
records that comprise the audit documentation for
a specific engagement.
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Audit firm—(see Firm)

(st Slail) :da [l i

Audit opinion—(see Modified opinion and

Unmodified opinion)

(Jaall a2 g Jaall T Jlasl) s des [d/ 5y

Audit risk—The risk that the auditor expresses an
inappropriate audit opinion when the financial
statements are materially misstated. Audit risk is a
function of the risks of material misstatement and
detection risk.
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Audit sampling (sampling)—The application of
audit procedures to less than 100% of items within
a population of audit relevance such that all
sampling units have a chance of selection in order
to provide the auditor with a reasonable basis on
which to draw conclusions about the entire
population.
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Auditor—*Auditor” is used to refer to the person or
persons conducting the audit, usually the
engagement partner or other members of the
engagement team, or, as applicable, the firm.
Where the ISA for LCE expressly intends that a
requirement or responsibility be fulfilled by the
engagement partner, the term “engagement
partner” rather than “auditor” is used. “Engagement
partner” and “firm” are to be read as referring to
their public sector equivalents where relevant.
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Auditor’s expert—An individual or organization
possessing expertise in a field other than accounting
or auditing, whose work in that field is used by the
auditor to assist the auditor in obtaining sufficient
appropriate audit evidence. An auditor’s expert may
be either an auditor’s internal expert (who is a

par‘cner51 or staff, including temporary staff, of the
auditor’s firm or a network firm), or an auditor’s
external expert.
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Auditor’s point estimate or auditor’s range—An
amount, or range of amounts, respectively,
developed by the auditor in evaluating
management’s point estimate.
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Auditor’s range—(see Auditor’s point estimate)
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Business risk—A risk resulting from significant
conditions, events, circumstances, actions or
inactions that could adversely affect an entity's
ability to achieve its objectives and execute its
strategies, or from the setting of inappropriate
objectives and strategies.
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Comparative financial statements—
Comparative information where amounts and other
disclosures for the prior period are included for
comparison with the financial statements of the
current period but, if audited, are referred to in the
auditor’s opinion. The level of information included
in those comparative financial statements is
comparable with that of the financial statements of
the current period.
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Comparative information—The amounts and
disclosures included in the financial statements in
respect of one or more prior periods in accordance
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with the applicable financial reporting framework. ol JUW o5z
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Component—An entity, business unit, function or
business activity, or some combination thereof,
determined by the auditor for purposes of planning
and performing audit procedures in a group audit.
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Component auditor—An auditor who performs
audit work related to a component for purposes of
the group audit. A component auditor is a part of
the engagement team for a group audit.

SLgSU anl 3laz, Legd Baz LU Jlesl dasy ao e 105852 2 /o
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Component management—Management
responsible for a component.
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Component  performance  materiality—An
amount set by the auditor to reduce aggregation
risk to an appropriately low level for purposes of
planning and performing audit procedures in
relation to a component.
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* Control activities—Those policies and
procedures that help ensure that management
directives are carried out. Control activities are a
component of internal control.
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* Control environment—Includes the governance
and management functions and the attitudes,
awareness and actions of those charged with
governance and management concerning the
entity’s internal control and its importance in the
entity. The control environment is a component of
internal control.
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Control risk—(see Risk of material misstatement)
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* Controls at the service organization—Controls
over the achievement of a control objective that is
covered by the service auditor’s assurance report.
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* Corporate governance—(see Governance)
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Corresponding figures—Comparative
information where amounts and other disclosures
for the prior period are included as an integral part
of the current period financial statements, and are
intended to be read only in relation to the amounts
and other disclosures relating to the current period
(referred to as “current period figures”). The level
of detail presented in the corresponding amounts
and disclosures is dictated primarily by its
relevance to the current period figures.
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Controls—Policies or procedures that an entity
establishes to achieve the control objectives of
management or those charged with governance. In
this context:
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Policies are statements of what should, or
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should not, be done within the entity to effect
control. Such statements may be
documented, explicitly stated in
communications, or implied through actions
and decisions.
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Procedures are actions to implement

policies.

(b)

lulead! gadadd Bzl sl adll polel 2y (o)

Date of approval of the financial statements—
The date on which all the statements that comprise
the financial statements, including the related
notes, have been prepared and those with the
recognized authority have asserted that they have
taken responsibility for those financial statements.
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Date of the auditor’s report—The date the
auditor dates the report on the financial
statements.

5198l oy 850,85 ax Ll dud 2550 g oLl ao [ud /oo s 5
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Date of the financial statements—The date of
the end of the latest period covered by the financial
statements.
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Date the financial statements are issued—The
date that the auditor’s report and audited financial
statements are made available to third parties.

A B, L3 Sy ool il 1 2L i 51 otsor] iy
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Deficiency in internal control—This exists when:
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(@) A control is designed, implemented or
operated in such a way that it is unable to
prevent, or detect and correct,
misstatements in the financial statements on

a timely basis; or

Szl Aasylay 3ylud of Aadas o Aaasms 08,01 5101 (5SS M
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(b)  Acontrol necessary to prevent, or detect and
correct, misstatements in the financial

statements on a timely basis is missing.
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Detection risk—The risk that the procedures
performed by the auditor to reduce audit risk to an
acceptably low level will not detect a misstatement
that exists and that could be material, either
individually or when aggregated with other
misstatements.
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Emphasis of Matter paragraph—A paragraph
included in the auditor’s report that refers to a
matter appropriately presented or disclosed in the
financial statements that, in the auditor’s judgment,
is of such importance that it is fundamental to
users’ understanding of the financial statements.
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* Engagement letter—Written terms of an
engagement in the form of a letter.
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Engagement partnersz—The partner or other
individual, appointed by the firm, who is
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responsible for the audit engagement and its
performance, and for the auditor's report that is
issued on behalf of the firm, and who, where
required, has the appropriate authority from a
professional, legal or regulatory body.
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Engagement quality review—An objective
evaluation of the significant judgments made by the
engagement team and the conclusions reached
thereon, performed by the engagement quality
reviewer and completed on or before the date of
the engagement report.
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Engagement quality reviewer—A partner, other
individual in the firm, or an external individual,
appointed by the firm to perform the engagement
guality review.

LU B3y s i) oSl digas

Engagement team—AIl partners and staff
performing the audit engagement, and any other
individuals who perform audit procedures on the
engagement, excluding an auditor's external
expert and internal auditors who provide direct
assistance on an engagement.
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* Error—An unintentional misstatement in financial
statements, including the omission of an amount or

Jlas) clls § Ley AW @ilgall 3 denin p& sys ga:lasff*

a disclosure. zlhas] ol gl ,S3

Estimation  uncertainty—Susceptibility 10 an | 55 § aple jasid (oyatll 26 gudelly Lced/ 4ST puc

inherent lack of precision in measurement. - Ll
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* Evaluate—ldentify and analyze the relevant
issues, including performing further procedures as
necessary, to come to a specific conclusion on a
matter. “Evaluation,” by convention, is used only in
relation to a range of matters, including evidence,
the results of procedures and the effectiveness of
management’s response to a risk. (also see
Assess)
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Exception—A response that indicates a difference
between information requested to be confirmed, or
contained in the entity’s records, and information
provided by the confirming party.
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Experienced auditor—An individual (whether
internal or external to the firm) who has practical
audit experience, and a reasonable understanding
of:
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Audit processes;
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The ISA for LCE and applicable legal and
regulatory requirements;
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(c) The business environment in which the entity
operates; and
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issues

(d)

Auditing and financial reporting
relevant to the entity’s industry.
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Expert—(see Auditor’s expert and Management’s
expert)
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Expertise—Skills, knowledge and experience in a
particular field.

Onae Jlee @ pmilly 285l L 5]/

External confirmation—Audit evidence obtained
as a direct written response to the auditor from a
third party (the confirming party), in paper form, or
by electronic or other medium.
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External information source—An external
individual or organization that provides information
that has been used by the entity in preparing the
financial statements, or that has been obtained by
the auditor as audit evidence, when such
information is suitable for use by a broad range of
users. When information has been provided by an
individual or organization acting in the capacity of
a management’s expert, service organization, or
auditor’s expert the individual or organization is not
considered an external information source with
respect to that particular information.
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Fair presentation framework—(see Applicable
financial reporting framework and General purpose
framework)

95 LYy baill JUI il b)) s Soladl Lispall L)
(pladl il

Financial statements—A structured
representation of historical financial information,
including disclosures, intended to communicate an
entity’s economic resources or obligations at a point
in time, or the changes therein for a period of time,
in accordance with a financial reporting framework.
The term “financial statements” ordinarily refers to a
complete set of financial statements as determined
by the requirements of the applicable financial
reporting framework, but can also refer to a single
financial ~ statement. Disclosures  comprise
explanatory or descriptive information, set out as
required, expressly permitted or otherwise allowed
by the applicable financial reporting framework, on
the face of a financial statement, or in the notes, or
incorporated therein by cross-reference.
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Firm—A sole practitioner, partnership or
corporation or other entity of professional
accountants, or public sector equivalent.
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Fraud—An intentional act by one or more
individuals among management, those charged
with governance, employees, or third parties,
involving the use of deception to obtain an unjust
or illegal advantage.
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Fraud risk factors—Events or conditions that
indicate an incentive or pressure to commit fraud
or provide an opportunity to commit fraud.
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* Fraudulent financial reporting—Involves
intentional misstatements, including omissions of
amounts or disclosures in financial statements, to
deceive financial statement users.
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* Further procedures—Procedures performed in
response to assessed risks of material
misstatement, including tests of controls (if any),
tests of details and analytical procedures.
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General purpose financial statements—
Financial statements prepared in accordance with
a general purpose framework.
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General information technology (IT) controls—
Controls over the entity’s IT processes that support
the continued proper operation of the IT
environment, including the continued effective
functioning of information processing controls and
the integrity of information (i.e., the completeness,
accuracy and validity of information) in the entity’s
information system. Also see the definition of IT
environment.
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General purpose framework—A financial
reporting framework designed to meet the common
financial information needs of a wide range of
users. The financial reporting framework may be a
fair presentation framework or a compliance
framework.
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The term “fair presentation framework” is used to
refer to a financial reporting framework that
requires compliance with the requirements of the
framework and:
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(&) Acknowledges explicitly or implicitly that, to @ilsall Jolal o pall geassl 4l Dt of ol 38 ()
achieve fair presentation of the financial | e . ) o
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those specifically required by the framework;
or

(b)  Acknowledges explicitly that it may be e 703! B Gr9,all e 058 A3 il Aolo 58 (o)

necessary for management to depart from a
requirement of the framework to achieve fair
presentation of the financial statements.
Such departures are expected to be
necessary only in extremely rare
circumstances.
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The term “compliance framework” is used to refer
to a financial reporting framework that requires
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acknowledgements in (a) or (b) above.

Group financial statements—Financial
statements that include the financial information of
more than one entity or business unit through a
consolidation process. For purposes of the ISA for
LCE, a consolidation process includes:
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Consolidation, proportionate consolidation,
or an equity method of accounting;

sl bl @ LS Bga> Aanyks ol ol (1)

(b) The presentation in combined financial
statements of the financial information of
entities or business units that have no parent
but are under common control or common

management; or
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(c) The aggregation of the financial information
of entities or business units such as
branches or divisions.
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* Inquiry—Inquiry consists of seeking information
of knowledgeable persons, both financial and non-
financial, within the entity or outside the entity.
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Internal audit function—A function of an entity
that performs assurance and consulting activities
designed to evaluate and improve the
effectiveness of the entity’'s governance, risk
management and internal control processes.
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* Internal auditors—Those individuals who carry
out the activities of the internal audit function.
Internal auditors may belong to an internal audit
department or similar function.

Halyg aladdl duais Ogleny ol 51, 8¥1 gl Sl Gaes [/ *
ped ] Oyl ) Ggan LUl il O oSesg s Il Aax L)
Al Aaylsg of dls |l 2an

* Internal control—The process designed,
implemented and maintained by those charged
with governance, management and other
personnel to provide reasonable assurance about
the achievement of an entity’s objectives with
regard to reliability of financial reporting,
effectiveness and efficiency of operations, and
compliance with applicable laws and regulations.
The term “controls” refers to any aspects of one or
more of the components of internal control.
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International Financial Reporting Standards—
The International Financial Reporting Standards
issued by the International Accounting Standards
Board.
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Non-compliance (in the context of laws and
regulations)—Acts of omission or commission by
the entity, either intentional or unintentional, which
are contrary to the prevailing laws or regulations.
Such acts include transactions entered into by, or
in the name of, the entity, or on its behalf, by those
charged with governance, management or
employees. Non-compliance does not include
personal misconduct (unrelated to the business
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activities of the entity) by those charged with
governance, management or employees of the
entity.

BLadll g cnabssll of 5,130

Non-response—A failure of the confirming party to
respond, or fully respond, to a positive confirmation
request, or a confirmation request returned
undelivered.

S 3,01 o el G Bolally @lall Bl 3las| ) sue
i A8sLall Cdbs sage of (Auley) Boalms db Je (LS
A3sball @lal caylall (e dodliwl pue

* Observation—Consists of looking at a process
or procedure being performed by others, for
example, the auditor’s observation of inventory
counting by the entity’s personnel, or of the
performance of control activities.

(09 ladan sl of @ll A1 sl e calls raliadil/*
LAl @ Oslelall sdany 1 5yl a L) alasdle U3 Jliag
A0 Al a8l s dslasdle of ¢y 935eal]

Opening balances—Those account balances that
exist at the beginning of the period. Opening
balances are based upon the closing balances of
the prior period and reflect the effects of
transactions and events of prior periods and
accounting policies applied in the prior period.
Opening balances also include matters requiring
disclosure that existed at the beginning of the
period, such as contingencies and commitments.

Bhall &l @ Bagrsll wblusl Suisyl s (229Y) buye, )
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Other information—Financial or non-financial
information (other than financial statements and
the auditor’s report thereon) included in an entity’s
annual report.

@ilsall () e a2 ol ddle loglas (g8 cloglel/

Other Matter paragraph—A paragraph included
in the auditor’s report that refers to a matter other
than those presented or disclosed in the financial
statements that, in the auditor's judgment, is
relevant to users’ understanding of the audit, the
auditor’s responsibilities or the auditor’s report.

B3y Lo ol ) 439 car LAl 50,85 § 2,5 5,80 p5/ saf 5pdd
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Outcome of an accounting estimate—The actual
monetary amount which results from the resolution
of the wunderlying transaction(s), event(s) or
condition(s) addressed by the accounting estimate.

sl Llols (&) el Cagylall of SlusYl of cMalall

Partner—Any individual with authority to bind the
firm with respect to the performance of a
professional services engagement.

byl dusily Ll Bodiay Jamy 338 g1 el dl/
Al alausd)

Performance materiality—The amount or
amounts set by the auditor at less than materiality
for the financial statements as a whole to reduce to
an appropriately low level the probability that the
aggregate of uncorrected and undetected
misstatements exceeds materiality for the financial
statements as a whole. If applicable, performance
materiality also refers to the amount or amounts set
by the auditor at less than the materiality level or
levels for particular classes of transactions,
account balances or disclosures.
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Personnel—Partners and staff of the firm.
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Pervasive—A term used, in the context of
misstatements, to describe the effects on the
financial statements of misstatements or the
possible effects on the financial statements of
misstatements, if any, that are undetected due to
an inability to obtain sufficient appropriate audit

Sl caiesd laymtll Glw § poiun dllhias pdiio
ey Lple alaazll alold) of AW @lsall e oilas,oll
poe cuy Bagrge S ol (LALAIST o ¥ (@l iy ol
ety Al Zan L Al (e 4S5 L e Jgvasl 208k)

evidence. Pervasive effects on the financial 2l 08 Cens (055 G (2 AW @slgall 38, sl

statements are those that, in the auditor's

judgment;

(@) Are not confined to specific elements, & Higae 3sb ol Sblus of solic o 5ymide pé (i)
accounts or items of the financial | - .. L
statements; 3! AUl @slsall

(b) If so confined, represent or could represent Lobaal Te 52 a3 0 (S0 o a3 Ll B psmiin S 13) (o)
a substantial proportion of the financial . L
statements; or oWl @slsall ¢

(c) Inrelation to disclosures, are fundamental to oedd Talal 065 Ll lbolad¥l st Ly @)

users’ understanding of the financial

statements.

ENTPCITIRANPEINT

Population—The entire set of data from which a
sample is selected and about which the auditor
wishes to draw conclusions.

e HLas ] o 1 bl e Wl Aegarll icalf paizmo
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Positive confirmation request—A request that
the confirming party respond directly to the auditor
indicating whether the confirming party agrees or
disagrees with the information in the request, or
providing the requested information.

Bslall @lall @bl 5y of b 1 dolmd/ dslal/ b
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* Practitioner—A professional accountant in

public practice.

Preconditions for an audit—The use by
management of an acceptable financial reporting
framework in the preparation of the financial
statements and the agreement of management
and, where appropriate, those charged with
governance to the premise on which an audit is
conducted.

Jlo a5 SUY BI¥ alusial cdes/rel) ddcad/ Lgydl!
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Predecessor auditor—The auditor from a
different audit firm, who audited the financial
statements of an entity in the prior period and who
has been replaced by the current auditor.

pld il aliss daxlye wike (we a=lll solad/ :_‘»L‘l/
Aol @3y Adyladl Bal 4 Lo sLadl AU @slgall daxlyay
J ax AL

Premise, relating to the responsibilities of
management and, where appropriate, those
charged with governance, on which an audit is
conducted—That management and, where
appropriate, those charged with governance have
acknowledged and understand that they have the
following responsibilities that are fundamental to
the conduct of an audit in accordance with the ISA
for LCE. That is, responsibility:

nilslly 515 oldsjus slay Lacd ol jolAdY
clyp) dwlal e piy gl (S| irido cow oSl
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financial
with  the

@)

For the preparation of the
statements in accordance
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applicable financial reporting framework,

tJaladl L e Lnza¥l e ells

including where relevant their fair
presentation;

(b)  For such internal control as management | ... .a.Ssmll osalls5ls¥l 6,5 Gl s lull 5,01 (L)
and, where appropriate, those charged with | A ) T
governance determine is necessary to | b lsd el oo oSetllByg i Lol (Jlndl oatin
enable the preparation of financial Aas ol il cn Elgw Graszll Canymtll e 2L
statements that are free from material
misstatement, whether due to fraud or error;
and

(c) To provide the auditor with: (bl an bl Ses ()

0] Access to all information of which
management and, where appropriate,
those charged with governance are
aware that is relevant to the
preparation of the financial statements
such as records, documentation and
other matters;

BIY 0S5 @ cleslall amer I Jsussdl (1)

de Jl patie i AaSsxlly GsalSlly

AU @algall slaely Ao @13 0585 @l e &lys
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(i)  Additional information that the auditor
may request from management and,
where appropriate, those charged with
governance for the purpose of the
audit; and

551591 o0 bl Lllay 5 1 2dlayl laslall (V)
fa.a:.-‘)l\

(i)  Unrestricted access to persons within
the entity from whom the auditor
determines it necessary to obtain audit

evidence.

sladll Usls olzal L_;i Jdl adll e Jguogl! (v

In the case of a fair presentation framework, (a)
above may be restated as “for the preparation and
fair presentation of the financial statements in
accordance  with the financial reporting
framework,” or “for the preparation of financial
statements that give a true and fair view in
accordance  with the financial reporting
framework.”

e el (1) Anasll At Lo olad 13 (Jolall joyall 5] Al 3
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The “premise, relating to the responsibilities of
management and, where appropriate, those
charged with governance, on which an audit is
conducted” may also be referred to as the
“premise.”

Sllgper lans Lasd Gelaldll (oY1 J) Lo 5,Lay! oSy
Sl (el Laaly "dan | olya] dulu

* Professional accountant®—An individual who
is a member of an IFAC member body.

Sl oLacd) il ] 8 e 3,8 T i) cealad)/ *

* Professional accountant in public practice®—
A professional accountant, irrespective of
functional classification (for example, audit, tax or
consulting) in a firm that provides professional
services. This term is also used to refer to a firm of

PU-ST/ W Oy (i cewlzo i le/ ;Lw)u/ejgi,c cwlma*®
T 51565 ol Aanfo (S o e) asos )] iiiai] e
@LE.;A—(/ /.,Lofa..ud.atfj Aeigo ‘_“;La.b'-[:.@ i J ;(@)LZLL«/}/F

O realzell Jodl LVl

'Y

Al claly el Joudl Blidl @ oyledl caspasl) s T
M\gl)bdj@j&jﬂl éuélléo)lj_“ hé_’_)_ﬁ.”w ot

Oreslelly nnaeld Aangaad) Al Az )3



Tagaad Ja¥1 ladll 2an L Joull Hlall

professional accountants in public practice.

sl Aol 3 craigo cranlims s csio JI S L

Professional judgment—The application of
relevant training, knowledge and experience,
within the context provided by auditing, accounting
and ethical standards, in making informed
decisions about the courses of action that are
appropriate in the circumstances of the audit
engagement.

Sl § Bps9 A y09 sy (30 @ 92 Lo Buidas i/ 2/
Al ol Joluw sulang 2axlylly dwlzll pylas 5,855 s
I 3 Ao 0585 S ld piatdl Lin Asgyue lyl,8 Sl e
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Professional skepticism—An attitude that
includes a questioning mind, being alert to
conditions which may indicate possible
misstatement due to error or fraud, and a critical
assessment of evidence.

Alude Adiay Joetll sty (Solu adge i d/ 2L/ dcii
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Professional standards—International Standard
on Auditing for Audits of Financial Statements of
Less Complex Entities (ISA for LCE) and relevant
ethical requirements.

J3Y1 ladel) W @slgal) Aanl Joull slall et d / pwled/
Al =5 LSl ldlailly Touaas

* Public sector—National governments, regional
(for example, state, provincial, territorial)
governments, local (for example, city, town)
governments and related governmental entities
(for example, agencies, boards, commissions and
enterprises).

e o) Rl gl il Lo oSl 0 Ll L
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Reasonable assurance (in the context of audit
engagements)—A high, but not absolute, level of
assurance.

ST Ssiue (Aan /) Slbldy) Glew J) Jpdel) ST
Blas pe 4y pdiye

* Recalculation—Consists of checking the
mathematical accuracy of documents or records.

F @5l ALl 28011 cye uST (0 Callity sl Sole/*
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Related party—A party that is either:

105 ol Ll byl :ddMe 95 duls

(&) Arelated party as defined in the applicable | jui a1 ) § 3)ledl cavatdl cows 28Me 13181 ()
financial reporting framework; or ) i i .
9l ‘éAJa.AM
(b)  Where the applicable financial reporting | izssuxe Sldaze gdaill JW juaa0) 5l any beaie (o)

framework establishes minimal or no related
party requirements:

13 ca,dall L8 caaMall culd ol LW culdlaza ‘__;i Y
10550 483al

(i) A person or other entity that has
control or significant influence, directly
or indirectly through one or more
intermediaries, over the reporting
entity;

aall slaall e ) sl slaie of Laxa (V)
Al ol yile Sy ge doad ol Bylagw yuyazll
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(i)  Another entity over which the reporting
entity has control or significant
influence, directly or indirectly through
one or more intermediaries; or

Bylaa yuyazllbuall sLadll oo Ll y3T3laie ()
D> o yitle s ol yiles JSCan cugo 3545 of
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(iii)

Another entity that is under common
control with the reporting entity
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through having:

a. Common controlling ownership;

3?5%&34}‘35‘)@ i

b. Owners who are close family
members; or

ol

C. Common key management.

S il leegins oz

However, entities that are under common control
by a state (that is, a national, regional or local
government) are not considered related unless
they engage in significant transactions or share
resources to a significant extent with one another.

Yol il (po duslg 8yl cud daslsll SLadll aas ¥ cells 2a9
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Relevant assertions—An assertion about a class
of transactions, account balance or disclosure is
relevant when it has an identified risk of material
misstatement. The determination of whether an
assertion is a relevant assertion is made before
consideration of any related controls (i.e., the
inherent risk).

Aoy ol Dlolas A58 oo L1,EY) 008y Alhall S5 S )SY)
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aad Lo 513 08 13] Lesd mdll g Lple 8yl @3 I Gra52])
Sl @) Wdle w3 1,08, loal 4 @ Ll 18 Ao 13 1,),3)

(p)

Relevant ethical requirements—Principles of
professional ethics and ethical requirements that
are applicable to professional accountants when
undertaking the audit engagement. Relevant
ethical requirements ordinarily comprise the
provisions of the International Ethics Standards
Board for Accountants’ International Code of Ethics
for Professional Accountants (including
International Independence Standards) (IESBA
Code) related to audits of financial statements,
together with national requirements that are more
restrictive.

Ll Sloly el goles dlall ofs aSlad/ Sledbil/
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* Reperformance—The auditor's independent
execution of procedures or controls that were
originally performed as part of the entity’s internal
controls.

o Slelead el oy (o Jazad) dpail) wdeizil) Sale/ *
A5 1 28 01 cloal e e 528 Jua¥l § el @1 28,01 o
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Risks arising from the use of IT—Susceptibility
of information processing controls to ineffective
design or operation, or risks to the integrity of
information (i.e., the completeness, accuracy and
validity of transactions and other information) in the
entity’s information system, due to ineffective
design or operation of controls in the entity’s IT
processes (see IT environment).
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Risk of material misstatement—The risk that the
financial statements are materially misstated prior
to audit. This consists of two components,
described as follows at the assertion level:
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(@ Inherent risk—The susceptibility of an
assertion about a class of transaction,

account balance or disclosure to a
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misstatement that could be material, either
individually or when aggregated with other
misstatements, before consideration of any
related controls.

G bl 8 cU3g (gyaT clasymty 4lAB) wis ol 83yday
ABMe ol3 3lE, clal A

Control risk—The risk that a misstatement
that could occur in an assertion about a class
of transaction, account balance or disclosure
and that could be material, either individually
or  when aggregated  with other
misstatements, will not be prevented, or
detected and corrected, on a timely basis by
the entity’s internal control.

(b)
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Sampling—(see Audit sampling)

(ian ol § oliall (i) Zical) yluzs |

Sampling risk—The risk that the auditor’s
conclusion based on a sample may be different
from the conclusion if the entire population were
subjected to the same audit procedure. Sampling

W3 Lo age e dll a Ll clebizwl o Jlhs el jbs
@ 3 st Ll ol i oS &) ol bz (e aliss
Ol oSass Az Ll wlela] puaid JolSIL digall paizs §las |

risk can lead to two types of erroneous o il .
conclusions: b L_il}LA.U.A‘g‘ O ey Jl ‘L/.éa_” )Ja:- $258
(@) Inthe case of a test of controls, that controls | :<iz,(s,11 clgaf of zlizel Bl ool las -3 ()

are more effective than they actually are, or
in the case of a test of details, that a material
misstatement does not exist when in fact it
does. The auditor is primarily concerned with
this type of erroneous conclusion because it
affects audit effectiveness and is more likely
to lead to an inappropriate audit opinion.

WJrolatll Hlasl Al 3 o Ldas aude (2 Lo 2leld
Bl @ o3929 1) Gras> cayi 929 pue g lilial
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In the case of a test of controls, that controls
are less effective than they actually are, or in
the case of a test of details, that a material
misstatement exists when in fact it does not.
This type of erroneous conclusion affects
audit efficiency as it would usually lead to
additional work to establish that initial
conclusions were incorrect.

(b)
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Sampling unit—The individual items constituting
a population.

! paizme Lo calley ) Ao yall sgadl rdicel/ Sy

Service auditor—An auditor who, at the request of
the service organization, provides an assurance
report on the controls of a service organization.

BLAAL oo b (e 2Ly cpudy pxlye 5o 1 deonttS) LA ao/po
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Service organization—A third-party organization
(or segment of a third-party organization) that
provides services to user entities that are relevant
to a user entity’s process to prepare its financial
statements .
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* Significance—The relative importance of a
matter, taken in context. The significance of a
matter is judged by the practitioner in the context in
which it is being considered. This might include, for
example, the reasonable prospect of its changing
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or influencing the decisions of intended users of the
practitioner’s report; or, as another example, where
the context is a judgment about whether to report a
matter to those charged with governance, whether
the matter would be regarded as important by them
in relation to their duties. Significance can be
considered in the context of quantitative and
qualitative factors, such as relative magnitude, the
nature and effect on the subject matter and the
expressed interests of intended users or recipients.

Azl reasiall @3 e ¥l e 350 of s oL Jsaall
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Significant class of transactions, account
balance or disclosure—A class of transactions,
account balance or disclosure for which there is
one or more relevant assertions.

s e d/ Zlgaﬁs)’/jf ol woy 9f dald] <HMolal/ 4id
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Significant deficiency in internal control—A
deficiency or combination of deficiencies in internal
control that, in the auditor’s professional judgment,
is of sufficient importance to merit the attention of
those charged with governance.
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Significant risk—An identified risk of material
misstatement:

ele Bpaill @3 g oy slas el L)/

(@) For which the assessment of inherent risk is St A Gl e o A Jlasell qds ofa 0)
close to the upper end of the spectrum of A o
inherent risk due to the significance of the | <& S94> &l e IS Zueal i eI L)
combination of the likelihood of a o tiga> Jl> § ezl casymill elld g Lo
misstatement occurring and the magnitude i
of the potential misstatement should that
misstatement occur; or
(b) That is to be Freated as a significant risk in | [ ae euldial Gas, oo b 4l e dae bl o ()
accordance with the requirements of the ISA T
for LCE. dagaad S sladll dasl e
Special purpose financial  statements— | iy (s54 5305 2L @lod i olall Lo, dll o5 AU i) gd)f

Financial statements prepared in accordance with
a special purpose framework.

Special purpose framework—A financial
reporting framework designed to meet the financial
information needs of specific users. The financial
reporting framework may be a fair presentation
framework or a compliance framework.

Sl las | adst (s JLA BY-y )Ual Uahj/‘)b).t-”j.bv%?’/
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Statistical sampling—An approach to sampling
that has the following characteristics:
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Random selection of the sample items; and

fall seid lgdall sLasl 0

(b) The use of probability theory to evaluate
sample results, including measurement of

sampling risk.

3 @ Loy el il mugan) ¥ lexs¥l A las ol
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A sampling approach that does not have
characteristics (a) and (b) is considered non-
statistical sampling.
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Stratification—The process of dividing a
population into sub-populations, each of which is a
group of sampling units which have similar
characteristics (often monetary value).
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Subsequent events—Events occurring between
the date of the financial statements and the date of
the auditor’s report, and facts that become known
to the auditor after the date of the auditor’s report.
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Substantive procedure—An audit procedure
designed to detect material misstatements at the
assertion level. Substantive procedures comprise:
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Tests of details (of classes of transactions,
account balances, and disclosures); and
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(b)

Substantive analytical procedures.
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Sufficiency (of audit evidence)—The measure of
the quantity of audit evidence. The quantity of the
audit evidence needed is affected by the auditor’s
assessment of the risks of material misstatement
and also by the quality of such audit evidence.
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System of internal control—The system
designed, implemented and maintained by those
charged with governance, management and other
personnel, to provide reasonable assurance about
the achievement of an entity’s objectives with
regard to reliability of financial reporting,
effectiveness and efficiency of operations, and
compliance with applicable laws and regulations.
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* Test—The application of procedures to some or
all items in a population.
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Tests of controls—An audit procedure designed
to evaluate the operating effectiveness of controls
in preventing, or detecting and correcting, material
misstatements at the assertion level.
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Those charged with governance—The person(s)
or organization(s) (for example, a corporate
trustee) with responsibility for overseeing the
strategic direction of the entity and obligations
related to the accountability of the entity. This
includes overseeing the financial reporting
process. For some entities in some jurisdictions,
those charged with governance may include
management personnel, for example, executive
members of a governance board of a private or
public sector entity, or an owner-manager.
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Tolerable misstatement—A monetary amount set
by the auditor in respect of which the auditor seeks
to obtain an appropriate level of assurance that the
monetary amount set by the auditor is not
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exceeded by the actual misstatement in the
population.

Tolerable rate of deviation—A rate of deviation
from prescribed internal control procedures set by
the auditor in respect of which the auditor seeks to
obtain an appropriate level of assurance that the
rate of deviation set by the auditor is not exceeded
by the actual rate of deviation in the population.
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Uncorrected misstatements—Misstatements
that the auditor has accumulated during the audit
and that have not been corrected.
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Unmodified opinion—The opinion expressed by
the auditor when the auditor concludes that the
financial statements are prepared, in all material
respects, in accordance with the applicable
financial reporting framework.
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User entity—An entity that uses a service
organization and whose financial statements are
being audited.
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Walk-through test (or Walk-through)—Involves
tracing a few transactions through the financial
reporting system.
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Written representation—A written statement by
management provided to the auditor to confirm
certain matters or to support other audit evidence.
Written representations in this context do not
include financial statements, the assertions
therein, or supporting books and records.
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Information from Planning Activities including Discussion with Engagement Team (Part 5)
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