IAASB Main Agenda (March 2022) Supplement to
Agenda ltem 4

Fraud — Example Auditor’s Reports in the United Kingdom and the Netherlands

1. Staff went through several auditor’s reports that were published in the United Kingdom (UK) and the
Netherlands given the developments related to transparency in reporting on fraud in these jurisdictions.
See Agenda Item 4, Section IV for more information.

2. This supplement includes sections of UK and Dutch auditor’s reports related to fraud. Staff purposely
included examples that show the broad range of auditor reporting on fraud to provide the Board with an
overview of how auditors apply the existing requirements in these jurisdictions.

3. As noted in Agenda Item 4, the Fraud Task Force will reach out to users of financial statements to liaise
on several alternatives as presented in Agenda Item 4. The Fraud Task Force intends to share the
examples of recent fraud disclosures in UK and Dutch auditor’s reports (as included in this supplement)
with users of the financial statements as well.
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United Kingdom

Example 11

Auditor’s responsibilities for the audit of the
financial statements

Cur objectives are to oblain reasonable assurance about whether the
financial staternents as awhaole are free from material risstatement,
whether due to fraud or ermor, and 1o iss0e an auditor's report

that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantes that an audit conducted in acoordance
with 1585 (LK) will abways detect a materal misstaternent when it exists,
Misstaternents can anse from fraud or error and are considered material
if, individually ar in the aggregate, they could reasonably be expected to
influence the economic decisions of Users taken on the basis of these
financial staternants,

Explanation as to what extent the audit was considered
capable of detecting irregularities, including fraud

Irreqularities, including frawd, are instances of non-compliance with Laws
and regulations. We gesign procedures in line with our responsibilities,
outined above, to detect imegulariies, including fraud. The risk of not
detecting a material misstaternent due to fraud is higher than the risk

of not detecting one resulting from emor, as fraud may imvobve deliberate
concealment by, for example, forgeny or intentional misrepresentations,
or throwgh collusion. The extent to which our procedures are capable of
detecting imegularities, including fraud is detailed below.

However, the primary responsiility for the prevention and detection of
fraud rests with both those charged with governance of the Company
and management

— We abtained an understanding of the legal and regulatony rameworls
that are applicable to the Group and determined that the most
significant are those that relate to the reporting framework IFRS,

FRS 101, the UK Companies Act 2006 and UK Corporate Governance
Code), the relevant tax cormgliance regulations in the jurisdictions in
which the Group operates and the EU General Data Protection
Regulation (GOPR).

— We understood how the Group s complying with those frameworks
by rmaking enguiries of managernent, intemal audit, those responsble
fior legal and compliance procedures and the cormpary secnestary. We
comoborated our enquinies through our review of board minutes and
papers provided to the Audit and Risk Committee, corespondence
received from regulatony bodies and attendance at all meetings of the
Audit and Risk Cormmittes, as well as consideration of the results of our
audit proceduras across the Group.

https://investors.vodafone.com/sites/vodafone-ir/files/2021-05/vodafone-annual-report-2021.pdf
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— We assessed the susceptibility of the Group's financial staternents
to material misstaternent, induding how frawd might ooour by
meaeting with management from various parts of the business
including management and finance teams of the local markets
designated as full and specified procedures scope locations, Head
Crifice, the Audit and Risk Committes, the intemal awdit function,
the Group legal function and individuals in the fraud and compliance
depariment to understand whene it considered thenz was susceptibility
to fraud; and assessing whistleblowing incidences for those with a
potential financial reporing impact We alse considered performance
targets and their propensity to influence on efforts made by
managerment to manage earmings orinfluence the perceptions of
analysts. We considered the programmes and confrols that the Group
has established to address risks identified, or that othenwise prevent,
deter and detect fraud, and how senior managerment maonitors those
programmes and conTols.

— Based on owr undersianding, at a Group level our procedures involved:
enquinies of Group management and those charged with governance,
legal counsel, the corporate security team, the fraud investigation team
and the whistleblowing and irvestigation tean; joumal entry testing,
with a focus on manual consclidation joumals and joumals indicating
large or unusual ransactions, based on our understanding of the
business, and challenging the assumptions and judgements made
by managerment in respect of significant one-off fransactions in the
financial year and significant accounting estimates as referred to in
the key audit matters section above. AL a cormponent level, our full
and specified procedure scope component audt teams’ procedures
included enguines of component management; joumal entry testing
and focused testing, ncluding in respect of the key audit matter of
renvEniue recognition, We also leveraged our data analytics capabilities
in performing work on the purchase to pay process and property, plant
and equipment balances, to assist in identifying higher risk transactions
and balances, respectively, for testing

= Where the risk was considened to be higher, including areas impacting
Group key performance indicators or management remuneration,
we performed audit procedures to address each identified fraud risk
or cther risk of material misstaternent. These procedures included
those on revenue recognition refermed to in the key audit matter
section above and testing manual jourmals and were designed to
prowide reascnable assurance that the financial statements were
free from fraud or emor,

A further description of cur respansibilities for the audit of the financial
statements is located on the Financial Reporting Council’s webste at
hittps/ Awsvwefreorgubky/ auditorsresponabilities, This description forms
part of cur auditor's report.
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Example 22

10. Auditor's responsibillities for the audit of the financial statements

Qur objectives are 1o obtain reasonable assurance aoout whether the financial statements as a whole are free from material misstatement, whether
due to fraud or error, and to issue an auditor's report that includes our opinion, Reasonable assurance s a high leve| of assurance, but is not a guarantee
that an audit conducted in accordance with [SAs (UK) will always detect a material misstaterment when it exists, Misstatemants can arise from fraud or
arror and are considerad material if, individually or in the aggragate, they could reasonably be expected 1o influance the econamic decisions of users
taken on the basis of thase financial statements,

Datails of the extant 10 which the audit was considerad capable of detacting irregularities, including fraud and non-compliance with laws and
regulations are set out below.,

A further description of our responsibilities for the audit of the financial staternents is located on the FRC's weabsite at: fre.org uk/
auditarsresponsibilities. This dascription forms part of our auditor's report,

11. Extent to which the audit was considered capable of detecting irregularities, including fraud

W identify and assess the risks of material misstatement of the financial staterments, whether due to fraud or errar, and then design and perform audit
procedures responsive to those risks, including obtaining awdit evidence that is sufficient and appropriate to provide a basis for our opinion,

11.1 Mentifying and assessing potential risks related to irregularities
In identifying and assessing risks of material misstaterment in respect of iregulanties, including fraud and norecompliance with laws and regulations, we
considerad tha following:

» Our meetings throughout the year with the Group Head of Ethics and Compliance and reviews of bp's internal ethics and compliance reporting
summarias, including those concerning investigations;

* Enquiries of management, internal audit, and the sudit committee, including obtaining and reviewing supporting documentation, concerming the
Groun's palicies and procadures relating to:

= identifying, evaluating and complying with laws and regulations and whether they ware aware of any instancas of nen-compliance
« gaetecting and responding to the risks of fraud and whether they have knowledoe of any actual, suspacted or slleged fraud; and
= tha internal controls established to mitigate risks ralated to fraud or nor-compliance with laws and regulations;
» The group’s remuneration policies, key drivers for remuneration and bonus levels; and
» Discussions among the angagement team regarding how and where fraud might ocour in the financial statemants and any potential indicators of
fraud, The engagement team includas audit partinars and staff who have extensive expenence of working with companies in the same sectors as bp
operates, and this experience was relevant ta the discussion about whera fraud risks may anse. Tha discussians alsa invalvad fraud experts from

Delotte's forensic sccounting function in the Financial Advisory service ling, who advised the engagement team of fraud schemes that had ansen in
similar sectors and industries and participated in the initial fraud risk assessment discussions.

In commaon with all audits undar [SAs (UK), we ara slso required Lo perform specific proceduras to respond to the risk of management overnde,

W also obtained an understanding of the legal and regulatory frameworks that the group operates in, focusing on provisions of those laws and
regulations that had a direct effect on the determination of material amounts and disclosures in the financial statements, The key laws and regulations
wa considered in this context included the UK Companies Act, UK Corporate Governance Code, |FRS as issued by the |ASE and adopted by the EU,
FRS 101, US Securities Exchange Act 1934 and relevant SEC regulations, as wall as |aws and regulations pravailing in each country in which we
idertified a full-scope companent.

In addition, we considered provisicns of other laws and regulations that do not have a direct effect on the financial statements but compliance with
wihich may be fundamental to the group’s ability to operate or to avoid a material penalty, These included the group's operating licences, ervironmental
regulations ete,

11.2 Audit response to risks identified
As a result of performing the above, we did not identify any key audit matters related to the potential risk of fraud or nom=compliance with laws and
regulations, We did identify two key audit matters relating to fraud risks, as described above, baing the accounting for 5CTs and Level 3 instruments

within T&S, and manzgemant override of contrals, The key audit mattars section of aur report explzing the matters in mare detal and also dascribas
the specific procedures we performed in response 1o those key audit matters.

In addition to the above, our pracedures to respond to risks identified included the following:

» reviewing the financial statement disclosures and testing to suopeorting documentation to assess compliance with provisions of relevant laws and
regulations described as having a direct effect on the financial statements;

enguiring of rmanagemant, the augit commitias and in-housa § extarmnaz| legal counsel concarning actual and potantial litigation and claims;
» performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks of materia| misstatement due to fraud,

* raading minutas of meatings of thase charged with govemanca, reviewing internal audit reports and reviewing correspondence with HMEC and 1RS;
and

in addrassing the risk of fraud through management override of cantrolsg, testing the appropriateness of journal entries and ather adjustments;
assessing whether the judgeaments made in making accounting estimates are ingicative of a potential bias; and evaluating the business rationale of
any significant transactions that are unusual or cutsida the narmal coursa of business,

We also communicated ralevant identfied laws and regulations and potential frawd nsks to all engagement team mambers including intarnal specizlists
and significant component audit teams, and remained alert to any indications of fraud or nor=compliance with [aws and regulations throughout the
audit,

2 https://www.bp.com/content/dam/bp/business-sites/en/global/corporate/pdfs/investors/bp-annual-report-and-form-20f-2020. pdf
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Example 33

5. Our ability to detect
irregularities, and our
response

Fraud —identifying and responding

to risks of material misstatement

due to fraud

Fraud risk assessment

To identify risks of material misstaterment dus
to fraud (“fraud risks”) we assessed events or
conditions that cou'd indicate an incentive or
pressure to commit fraud or provide an
opportunity to commit fraud. In this risk
assessrment we considered the following:

B Cur meetings throughout the year with the
Group Head of Risk, Group Head of
Cormpliance and Group Head of Legal and
resdless of Barclays' Intermal ethics and
comgliance reporting summaries, including
those conceming Irvestigations;

m Enguiries of operational managers, internal
audit, and the Board Audit Cormmillee,
including obltaining and reviewing supporting
docurnantation, conceming the Group's
policies and procedures relating to

- detecting and responding to the risks of
fraud and whether they have knowledge
of any actual, suspected or alleged fraud;
ard

= theinternal controls established 1o
mitigata risks related to frawd, including
the appropriateness and impact of
changes made to thase controls in
response to COVID-19,

m The Group's remuneration policles, key
drivers for remureration and bonus levels;

m [iscussions armong the engagement team
regarding how and where lrawd mighl occur
inthe financial staterments and any potential
indicators of fraud. The engagarment team
includes audit partners and staff who have
extenshe experence of working with banks,
and this experience was relevant to the
discussion about where fraud risks may arise
The discussions also Invahsed cur own
forensic speclalists to assist us in identfying
fraud nsks based on discussions of the
circumstances of the Group and Compary,
including consideration of fraudulert
schemas that had arisen in similar sectors
and industries, The forensic specialists
participated in the initial fraud risk
assessment discussions and were consulted
throughout the audit where furthar guidance
was dearmad necessary.
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Fraud risk communication

We communicated identified fraud risks
throughout tha audit team and remaired alert to
ary indications of fraud throughout the audit.
This included communication frem the Group to
comporent audil teams of relevanl fraud risks
idertified at the Group level,

Fraud risks and our procedures

to address them

We have identified six fraud risks which were
communicated to specific companent awct
teams. The nature of these fraud risks is
substantialy unchanged from the prior year
but the slocation of certain fraud risks to
components has beenupdated, The fraud
risks wa identified are sat out below:

1} Judgemental gualitative adjustments madea
to the ECL provision

2} The recognition and rmeasurement of ECL
impairment of individually assessedloans

3] The valuation of unobservable pricing inputs
used in used to price level 3 fairvaue
instrurments

A} Cut—off of the recognition of revenue from
irvastrment banking advisory faes

5) Existence and accuracy of unconfirmed
over-the-counter bilateral trades

&) The risk of management override of controls,
commaon with all audits under 543 (LK)

As requirad by auditing standards and taking into
account our overall knowledge of the contral
arvircnmant, we parform procedures to addrass
the above risks and the risk that Group and
compornent management may be in a position
Lo rmake inappropriate accounting enlries and
the rigk of bias in accounting estimates and
judgements

O audit procedures incuded evaliating the
design and implementation and operating
affectivenass of relevant internal controls,
as5es5ing significant accounting estimates for
bizs, aswell a5 substantive procedures to
address the fraud risks.,

These procedures also included identifying
Journal entries to test based on risk criteria and
comparing the identified entries to supparting
dacurmentation.

|ncorporating unpredictability into our audit:
A raquirernent of the auditing standards is that
wa undertake procadures which are delibarataly
unexpected and could not have reasonably been
pradicted by Barclays' management

As an example, we extended our testing of IFRS
2 medels o include expanded testing ona
number of lower sk maodels. We also increased
the population of Level 2 financial iInstruments
which we perforrn independent re-pricing cver.

Link to key audit matters

Further detaillin respect of the testing we
perform over the fraud risks wea have idantified
for ECL and fair value of financial instrumants is
included in the respective key audit matters
sections 4.1 and 4.2 of this report, as the
proceduras relating to those estimates also
address the risk of fraud.

Laws and regulations - ldentifying and
responding to risks of material
misstatement due to non-compliance
with laws and regulations

Risk assessment

We identified areas of laws and regulations that
could reasonably be expected to have a matarial
effect on the financial statements, For this risk
assessment. matters considerad included the
following:

m our general commercial and sector
ERpEriance,

m discussion with the directons and other
management [as required by auditing
standards);

B inspactionof the Group's regulatory and
legal cormespondence,

m inspaction of the policies and procadures
regarding compliance with laes and
regulations;

m relevant discussions with the Group's
external legal counsal; and

m relevant discussions with the Group's key
regulatory superiscrs including the
Pruderitial Regulation Authority, Financlal
Conduct Authority, Federal Reserve Boarg,
Faderal Deposit Insurance Corporation and
the Joint Supervisory Team,

https://home.barclays/content/dam/home-barclays/documents/investor-relations/reports-and-events/annual-reports/2020/Barclays-

PLC-Annual-Report-2020.pdf
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As the Group operates in a highly regulated
arviranment, our assessmant of risks of
material misstaterment also considered the
cantrol environment, ncluding the entity's
Figher-level procedures for complying with
requlatory requirernants. Our assessrment
includedinspection of key frarmeworks, policias
and standards in place, undarstanding and
evaluating the rele of the compliance function in
establishing these and manitoring compliance
and testing of related controls around
whistleblowing and complaints

Risk communication

Cur communication of identified laws and
regulations risks was made throughout cur team
and we remained alert to any indications of
non-compliznce throughout the audit. This
included communication from the Group to
componant audit bearns of relevant laws and
regulations identified at Group [evel

Direct laws context and link to audit
The potential effect of thesa laws and
regulations an the financial statements varies
considerabhy.

Firsthy, the Group s sublect to laws and
regulations that directly impact the financial
statements including:

m financial reporting lagislation {including
related companies’ legislation);
m distributable profits legislation; and
® taxation legislation (direct and indiract).
We assessed the extent of compliance with
these laws and regulations as part of our

pracaduras an the related financal
staternent ibams,
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Mast significant indirect

law/regulation areas

Secondly, the Group is sulbject to many otner
laws ard regulations where the consequences of
ran-complianca could have 2 materal effect on
arrounts or disclesures in the financial
statements, for instance through the impasition
of fines or litigation or the loss of the Group's
permission to operate in countries where the
nor-adberence 1o laws could prevent trading in
such countres.

We igantified the following areas as those most
likely to have such an effect

m Snacific aspects of regulatory capital and
ligquidity
Custorner conduct rules
Morey laundering
Sanctions list and financial crime
Market abuse regulations
Cartain aspacts of cormpany legislation
recognising the financial and requlatec
nature of the Group's activities.

Auditing standards Irnit the required audit
pracadures to identify non-compliance with
these laws and regulations 1o enguiry of the
directors and other management and inspection
of regulatory and legal corespondence, if army.

If a breach of cperational regulations is nok
diselesed to us or evident from relevant
correspondenca, an audit will not detect

that breach.

Audit response

In relation te the legal, competition and
regulatory matters disclosed in note 26 we
perforrmed audi procedures which included
making enquiries of Barclays internal counsel
and inspection of minutes of mestings and
regulatory correspondence. For a subset of
these mattars which we deem to be rmore
sigrificant we also made enquiries of external
course| and obtained lagal confirmations from
Barclays external counsal,
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Inrespect of regulatory matters relating to
conduct risk our procaduras included inspachon
of regulatary corespondence, independent
erquiry of the Group's main regulators and
perforrming audit procadures to respond to
risks of material misstaternant identified in
recagnised conduct provisions.

Context of the ability of the audit

to detect fraud or breaches of law

ar regulation

Owing to the inherert limitations of an audit
there s an unavoldable risk that we may not have
detected some material misstatements in the
financial statements, even thaugh we have
property plannad and performed curauditin
accordance with auditing standards, For
example, the further removed non-compliance
with laws ard regulations is from the events and
transactions reflectad in the financial
staterments, the less likely the inharently

limited procedures required by auditing
stardards would idertify it

I addition, as with ary audit, there remained a
higher risk of non-detection of fraud, as these
may Irvobe collusion, forgery, Intentional
omisslons, misrepresentations, or the override
of internal controls. Cur audit procedures are
designed to detect material misstatement,
We are not responsible for preventing
non-complhance or fraud and cannot be
expected to detect non-compliance with

all laws and regulations,
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Netherlands

Example 14

Audit response to the risk of fraud and non-compliance with laws and regulations
W refer to chapters “How we manage risk™ and “Responsible business” of the Annual Report, where management
included its risk assessment. In chapter “Supervisory Board Report’ the Supervisory Board reflects on this.

As part of our audit, we have gained insights into the Company and its business environment, and assessed the
Company’s internal controls in relation to fraud and non-compliance.

These procedures included, among other things:

= inspecting and verifying the availability to employees of the Company’s Code of Conduct for employeas and suppliers
and Speak Up Policy;

» assessing matters reported on the Company's incidents register and its procedures to investigate indications of
possible fraud and non-compliance;

» assessed other positions held by management and other employees and paid special attention to procedures and
govemance/compliance in view of possible conflicts of interest;

» evaluated investigation reports on indications of possible fraud and non-compliance;

» gyaluated correspondence with supervisory authorities and regulators as well as legal confirmation letters;

= performing relevant inquiries with management, the Audit Committee of the Supervisory Board and other relevant
functions, such as Internal Audit and Legal.

Mon-compliance with laws and regulations
We, together with our forensics specialists, evaluated the non-compliance risk factors to consider whether those factors
indicate a risk of material misstatement in the financial statements.

Based on the procedures listed above we identified the legal and regulatory frameworks that are most likely to have a
potentially material effect on the financial statements:

= Export legislation (reflecting the Company’s global customer base);

» Information protection legislation (reflecting the Company’s significant number of patents and research and
development expendituras);

= Employment legislation (reflecting the Company’s significant and geographically diverse work force, including General
Data Protection Regulation).

Our audit procedures did not reveal indications or reasonable suspicion of non-compliance that are considered material
to the financial statements.

Fraud
Together with our forensics specialists we identified fraud risk factors and evaluated if those factors indicate a risk of
material misstatement in the financial statements.

In line with the presumed risks laid down in the auditing standards we identified fraud risks with respect to revenue
recognition and management override of controls, of which the first is described as part of our key audit matter.

Presumed risk of management override of controls
Management is in a unique position to manipulate accounting records and prepare fraudulent financial statements by
overriding controls that otherwise appear to be operating effectively. We identified this risk primarily in the areas where

judgment is involved as management may rationalize unrealistic or unreliable assumptions used in developing estimates
in relation to inventory valuation, deferred tax assets and share based payments.

Our response

We evaluated the design and the implementation and, where considered appropriate, tested the operating effectiveness
of internal controls that mitigate fraud risks, such as processes related to journal entries and estimates.

4 https://www.asml.com/-/media/asml/files/investors/financial-results/a-results/2021/asml-annual-report-ifrs-2021-

egxdm5.pdf?rev=9707ch4069164e3086e0a512d87f93b1
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In cooperation with forensic specialists and IT auditors, we performed a data analysis of high-risk journal entries and
evaluated key estimates and judgments for bias by the Company’s management, including retrospective reviews of prior
years' estimates with respect to revenue recognition (we refer to key audit matter, inventory valuation, valuation of the
deferred tax assets and share based payments. Where we identified instances of unexpected joumnal entries or other
risks through our data analysis, we performed additional audit procedures to address each identified risk, including
testing of transactions back to source information.

We incorporated elements of unpredictability in our audit, including selecting increased sample sizes for control testing
and performing data analyses on selected balance sheet and profit and loss balances to identify possible increased
fraud risks.

Our observation

Cwur audit procedures did not reveal indications or reasonable suspicion of fraud that are considered material to the
financial statements.
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Example 25

Audit approach fraud risks

We identified and assessed the risks of material
misstaternents of the financial statements due to fraud.
During our audit we abtainad an understanding of
Alfan and lts environment and the components of the
systern of internal control, including the risk assessment
process and management's process for responding to
the risks of fraud and monitering the system of internal
contral and how the supearvisory board exercises
ovarsight, as well as the outcomaes, We refer to saction
Risk management and contral systems of the report of
the management board for management’s board fraud
risk assessment.

We evaluated the design and relevant aspects of
the system of internal control and in particular the

Identified fraud risk

fraud risk assessmant, as well as among othars the
code of conduct and whistle blower procedures. We
evaluated the design and the implementation and,
whera considered appropriate, tested the operating
effectivanass, of intarnal controls designed to mitigate
fraud risks.

As part of our process of identifying fraud risks, we
evaluated fraud risk factors with respect to financial
reporting fraud, misappropriation of assets and bribery
and corruption. Wea evaluated whather these factors
indicate that a risk of material misstatement due to
fraud is present.

Wa identified the following fraud risks and performed
the following specific procedures:

Our audit work and observations

The risk of management override of controls

In all gur audits, we pay attention to the risk of
managemeant override of controls, including risks of
potentisl misstatements due to fraud based on an analysis
of potential interests of management.

In this context, we pald attention to:

«  estimates in the valuation of construction contracts;

* judgements applied in the capitalisation of
development costs;

=  manual journal entries,

Where ralevant to our audit, we evaluated the design
of the internal contral measures that are intended to
mitigate the risk of management override of contrals
and assessed the effectiveness of the measures in
the processes of generating and processing journal
antries and making estimates. Wea also paid specific
attention to the access safeguards in the |T system
and tha possibility that thase lead to violations of the
gegregation of duties. We conclude that, in the context
of our audit, wa could rely on tha for this risk ralevant
measures of internal contraol.

We performed data analysis of high-risk journal entries.
Where we identified instances of unexpected journal
antries of other risks through our data analytics, we
performed additional audit procedures to address

aach identified risk. We also conducted specific audit
activities for these entries, as part of which we paid
attention to significant transactions outside the normal
course of business,

‘We evaluated key estimates and judgements for

bias by the management board of Alfen, including
retrospective reviews of prior year's estimates related
to important estimates of the management board,
including the valuation of construction contracts and
capitalization of development costs.

https://alfen.com/sites/default/files/media/documents/Alfen%20Annual%20Report%202021.pdf
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Identified fraud risk

Our audit work and observations

‘We also refer to the key audit matters including our
audit work and observations. These procedures also
included testing of transactions using inspection to
Source documents,

‘We considered the outcome of our other audit
procedures and evaluated whether any findings or
misstatements were indicative of fraud.

Our procedures did not identify any material
misstatement in the information provided by the
managament board in the financial statermants and the
report of the management board compared with the
financial statements.

Our procedures did not lead to specific indications
of fraud or suspicions of fraud with respect to
management override of controls.

The rizk of fraudulent financial reporting due to overstating the revenues

Alfen's objective is to grow, to be innovative in energy
products and to realise increase in revenua/results in the

future in order to increase shareholder's value, In general,

thera might be pressure on management to achieve
results and increase market share, creating an incentive
for managament to overstate revenues.

Where relevant 1o our audit, we evaluated the design
and effectivenass of tha internal contral maasuras
related to revenues and in the processes for generating
and processing journal entries related to the revenues.
‘We conclude that, in the context of our audit, we could

rely on the for this risk relevant measures of internal
control.

We selected journal entries based on risk critaria and
performed specific audit procedures for these entries,
as pant of which we also paid attention to significant
transactions outside the normal course of business.

‘We selected a sample of ravenuas transactions and
reconciled these to the contracts or orders, the sales
invoicas, the shipping documents and the payments,
In addition, we evaluated the performance indicators
as included in the contracts of Alfen and the accurate
recognition of the revenues overtime versus paint-in-
time.

Our procedures did not identify any material
misstatement in the information provided by the
management board in the financial statements and the
report of the management board compared with the
financial statements.

QOur procedures did not lead to specific indications of
fraud or suspicions of fraud with respect 1o accuracy
and existence/occumence of revenus.
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We incorporated elements of unpredictability in our
audit. We also considered the outcome of our sudit
pracedures and evaluated whather any findings

wara indicative of fraud or noncompliance, We
congiderad available information and made enquiries
of management, legal and relevant key staff members
involved in the sales and purchasing process.
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Example 36

Auvdit approach fraud risks

We identified and zssessed the risks of materizl misstatements of the financial statements due to fraud. During our audit we
obtained an understanding of the Company and its environment and the components of the system of internal control,
including the risk assessment process and management's process for responding to the risks of fraud and monitoring the
system of internzl contral and how the supervisory board exercises oversight, as well as the outcomes. We refer to section
1.4, 2.1.1 and 3.6 of the annual report where the Management Board reflects an its response to fraud risk.

We evaluated the design and relevant aspects of the system of internzal control and in particular the fraud risk assessment, as
well as ameng others the code of conduct, whistle blower procedures and incident registration. We evalusted the design
and the implementation and, where considered appropriate, tested the operating effectiveness, of internal controls

designed to mitigate fraud risks.

Ag part of our process of identifying fraud risks, we, in co=operation with our forensic epecialists, evaluated fraud risk factors
with respect to financial reporting fraud, misappropriation of assets and bribery and corruption. We evaluated whether these
factors indicate that a risk of material misstaternent due to fraud is present.

We identified the following fraud risks and performed the following specific procedures:

Identified fraud risks

Our awdit work and ebservations

Management override of contrals

In &l our audits we pay attention to the risk of management
override of controls, incuding the risk of potential
misstatements as a result of fraud based on an analysis of
interests of management.

In thiz context we paid specific attention to this risk at the
transaction level of revenue and construction contracts given
the estimates and judgements involved.

We paid attention to the impact of COVID-19 on the
effectiveness of internal controls.

6

Where relevant to our audit, we evaluated the design of the
internal contral measures that are intended 1o mitigate the
risk of management override of controls and assessed the
effectiveness of the measures in the processes generating
journal entries, making estimates, and monitoring projects.
We also paid specific attention to the access safeguards in
the IT system and the possibility that these lead to violstions
of the segregation of duties.

Due to COVID-19 we performed specific testing around the
effectiveness of internal control measures, as well as having
multiple discussions with management around potentially
impacted arsas,

We concluded that we, in the context of our audit, could rely
on the internal control procedures relevant to this risk,

We performed journal entry testing procedures on the
following criteria: unexpected account combinations, unusual
words and unexpected users. With respect to journal entries,
we also tested transactions outside of the ordinary course of
business where applicable. In addition, we also tested
manual consclidation adjustments.

https://www.sbmoffshore.com/sites/sbm-offshore/files/documents/2022/sbm-annual-report-2021. pdf
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Identified fravd risks

Our avdif work and obsarvations

With regard to management’s accounting estimates, we
evaluated key estimates and judgements for bias, including
retrospective reviews of prior years estimates. We performed
substantive audit procedures for the estimates in revenue
and construction contracts.

Cwr audit procedures did nat lead to specific indications of
fraud or suspicions of fraud with respect to management
override of internal controls.

Risk of fraud in revenue recognition = construction contracts

Given the listed status of SBM Offshore M.\, the significant
sharehaldings of management in SBM Offshare NV as a
result of share=based payment plans and financial targets for
management, the complex nature of the Company's
construction contracts and the significant judgements and
estimates, the revenue recognition of construction contracts
was particularly subject to the risk of a material misstatement
due to fraud.

The determination of the turnkey result based on over time
recognition is an exercise requiring significant judgement and
management could use this estimate in order to manipulate
the figures to shift results to upmmin% year(s). Due to this, we
deem the risk significant for the cut-off assertion for revenue.

Where relevant to our audit, we assessed the design of the
internal contral measures and the effectivenass of these
measures in the processes for recording costs and revenues
relating to construction contracts. This includes project
forecasting, measurement of the progress towards complete
satisfaction of the performance obligation to determine the
timing of revenue recognition and the Company’s internal
project reviews. We conduded that we, in the context of our
audit, could rely on the internal control procedures relevant
ta this risk.

With respect to the satisfaction of the perfformance
abligations over time and the cut-off for individual projects
under construction we examined, discussed, and challenged
project documentation on the status, progress and forecasts
with those charged with governanes, managerment, finance
and technical staff of the Company. We evaluated and
substantiated the outcome of these discussions by examining
modifications of contracts such as claims and variation arders
between the Company, subcontractors and dients and
responses thereto. In addition, we performed substantive
procedures such as a detailed evaluation of forecasts and
ongoing assessment of management's judgement on issues,
evaluation of budget variances and abtaining corroborating
evidence, evaluation of project contingencies and milestones
and recalculztion of the progress towards complete
satisfaction of the performance ebligation. In addition, we
evaluated indications of possible management bias.

We performed look-back procedures as parnt of aur risk
assessment procedures by comparing the estimates included
in the current projects with past projects of similar nature as
this provides insight in the ability of management to provide
reliable estimates. Based on the look-back procedures we did
not identify any additional risks.

In addition, at the end of the year, we conducted specific
substantive audit procedures regarding the cut-off of
construction contracts to determine that there were no shifts
in results per individual project and/or between the current
and next financial year.

Finally, we selected journal entries based on specific risk
criteria and performead substantive audit procedurss during
which we also paid attention to significant transactions
outside the normal course of business.

Our audit procedures did not identify any material
misstatements in the information provided by management
in the financial statements and the management report
compared with the financial statements.

Owr audit procedures did nat lead te specific indications of
fraud or suspicions of fraud with respect to management
override of internal controls.
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fdlarntified fravd rieks

Ohir avdlit work and obsarvations

Risk of fraud in revenue recognition — lease and operate

Although the |ease contracts and many of the operate
contracts itself specify specific day-rates per vessel and
pericdic operating fees (and therefore the revenue is very
predictable and relatively certain) there are elements in which
management could manipulate the lease and operate
revenue, such as the recognition of maluses.

We consider accuracy, existence and occurrence as assertions
relevant for the risk of fraud in revenue recognition for lease
& operate revenues.

Where relevant to our audit, we assessed the design of the
internal control measures and the effectiveness of these
measures in the processes for recording costs and revenues
relating to the lease and operate contracts. This includes
gaining an understanding of the underying contracts, malus
arrangements and key performance indicators like up-and
downtime to determine the possible impact on the revenue
recognition. We concluded that we, in the context of cur
audit, could rely on the internal control procedures relevant
to this risk.

With respect to the satisfaction of the performance
obligations for individual contracts, we examined, discussed,
and challenged SBM Offshore NV, on the recognition of
maluses with management, finance, and technical staff of the
Company. We evaluated and substantiated the outcome of
these discussions by examining recognized claims and
maluses by the Company and responses thereto, performing
substantive procedures such as obtaining corroborating
evidence, evaluation of vessels report. In addition, as part of
our substantive audit procedures we evaluated indications of
possible management bias.

Finally, we selected journal entries based on specific risk
criteria and performed substantive audit procedures in which
we also paid attention to significant transactions cutside the
normal course of business.

Our audit procedures did not identify any material
misstatement in the information provided by management in
the financizal statements and the management report
compared with the financial statements.

Cr zudit procedures did not lead to specific indications of
fraud or suspicions of fraud with respect to management
override of internal controls.

Rizk of bribery and corruption

The company operates in countries with a higher risk of
corruption based on the Corruption Perception Index of
Transparency International For this reason, we paid particular
attention to the risk of the payment of bribes by and at the
initiative of agents in transactions concluded using agents.

Where relevant to our audit, we assessed the design and
effectiveness of the internal control measures with respect to
contracts with clients and agents and the review of the work
by agents. We concluded that we, in the context of our audit,
could rely on the internal control procedures relevant to this
risk.

We held various meetings with management and other SBM
Offshore N staff to discuss the risk of bribery and
corruption. Amangst others we spoke to the group
compliance and legal director, internal audit director, CFO,
CGCO and CEQ. We assessed that no new contracts with
agents have been agreed in 2021.

Amangst others we performed the following procedures:

» Where applicable, we evaluated minutes of meetings held
to validate transactions with agents and by agents itself;

» We assessed whether the commission is caleulated
correctly, paid correctly and completely to a bank account
held by the agent as well as whether the transactions are at
arm's length;

» Evaluated internal audit reports and internal reporting’s to
the audit committee;
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ldentiffed fraud risks

Our avdit work and observations

1 Reviewed whistleblower notifications and follow up
procadures by management,

Finally, we selected journal entries based on specific risk
criteria and performed substantive audit procedures in which
we also paid attention to significant transactions outside the
normal course of business,

Cwur audit procedures did not identify any material
misstatement in the information provided by management in
the financial statements and the management report
compared with the financial statements.

Our audit procedures did not lead to specific indications of
fraud or suspicions of fraud with respect to the risk of bribery
and corruption.

We incorporated elements of unpredictability in cur audit. We also considered the cutcome of our other audit procedures
and evaluated whether any findings were indicative of fraud or noncompliance.
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