Fraud Risk Discussion and Inquiries (AU-C 240)
	Client: [Client Name]
	Period end: [MM/DD/YYYY]

	Prepared by: [Initials] Date: [MM/DD/YYYY]
	Reviewed by: [Initials] Date: [MM/DD/YYYY]

	W/P reference: [Ref]
	Engagement: [Audit / Review / Compilation]



Purpose: document the engagement team discussion, the inquiries required by AU-C 240, the fraud risk factors identified, the fraud risks of material misstatement and the planned response. Link to the risk assessment worksheet and the journal entry testing workpaper.
1. Engagement team discussion (brainstorming)
	Item
	Detail

	Date and format (in person / video)
	[MM/DD/YYYY]

	Attendees (must include the engagement partner and key team members)
	

	Team members not present and how matters were communicated to them
	



Topics discussed (summarize the team’s views, with an attitude of professional skepticism and setting aside any belief that management is honest):
	Topic
	Yes / No / N/A
	W/P ref / evidence
	Initials / comments

	How and where the financial statements could be misstated due to fraud, including how management could conceal fraudulent reporting
	
	
	

	How assets could be misappropriated (cash, inventory, payroll, vendor payments, expense reimbursements)
	
	
	

	Known external and internal pressures, incentives and opportunities (bonus targets, covenants, sale of the business, weak segregation of duties)
	
	
	

	Accounts most susceptible: revenue, estimates and reserves, related party transactions, unusual or period-end entries
	
	
	

	Risk of management override of controls
	
	
	

	Allegations, tips or prior fraud at the entity or in its industry
	
	
	

	Unpredictable procedures to add this year
	
	
	

	Need for a forensic or other specialist
	
	
	



Summary of the discussion: ______
2. Inquiries
	Person (name, title)
	Date
	Questions covered
	Response summary

	Management (owner / CEO / CFO)
	
	Management’s fraud risk assessment and its frequency; risks identified; how it communicates ethics to staff; knowledge of actual, suspected or alleged fraud; communications with governance on fraud
	

	Those charged with governance (board / audit committee / owners not in management)
	
	Oversight of management’s fraud risk process; knowledge of actual, suspected or alleged fraud
	

	Internal audit (if any)
	
	Fraud risk views; procedures performed; findings; knowledge of fraud
	

	Other personnel (e.g. AP clerk, sales, IT, someone who handles complaints)
	
	Knowledge of fraud or suspected fraud; unusual instructions; pressure to meet targets
	



3. Fraud risk factors
	Condition
	Factors identified (Y/N and description)

	Incentive / pressure (e.g. debt covenants, earnings targets, personal financial pressure, threat of business failure)
	

	Opportunity (e.g. weak segregation of duties, significant estimates, complex or unusual transactions, override ability, related party dealings)
	

	Attitude / rationalization (e.g. disregard for controls, aggressive accounting, disputes with auditors, history of violations)
	



4. Fraud risks of material misstatement
	Fraud risk
	Account / assertion
	Planned response
	W/P ref

	Management override of controls (always present; cannot be rebutted)
	All
	Journal entry testing; review of estimates for bias including retrospective review; evaluation of significant unusual transactions
	

	Improper revenue recognition (presumed; rebut only with documented reasons)
	[Occurrence / cut-off]
	
	

	
	
	
	

	
	
	
	



If the revenue recognition presumption is rebutted, reasons: ______
5. Overall responses
	Item
	Yes / No / N/A
	W/P ref / evidence
	Initials / comments

	Assignment and supervision of staff reflect the assessed fraud risks
	
	
	

	Accounting policies evaluated, especially those for subjective measurements and complex transactions
	
	
	

	Element of unpredictability included in the nature, timing or extent of procedures (describe)
	
	
	

	Evaluated at the end of the audit whether analytical procedures near the end of the audit indicate a previously unrecognized fraud risk
	
	
	

	Misstatements evaluated for indications of fraud and the effect on management representations
	
	
	

	Fraud matters communicated to management and those charged with governance as required
	
	
	



	Role
	Name / initials
	Date (MM/DD/YYYY)

	Prepared by
	
	

	Reviewed by (manager)
	
	

	Engagement partner
	
	



Free template from CORAA (coraa.ai/us/templates). Draft for professional judgment: adapt it to the engagement and your firm’s methodology, have legal counsel review where needed, and check it against current AICPA, FASB and other applicable requirements before use.
