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Abstract. The article is devoted to current issues of compliance by the audited entity with the
requirements of laws and regulations related to the organization and the industry. The auditor should
get an idea of the subject's compliance with these regulations. Particular attention should be paid to
laws and regulations that may affect the organization's activities.

This study explores the verification of compliance by audited entities with laws and regulations,
emphasizing its critical role in financial auditing. Despite existing frameworks such as International
Standard on Auditing (ISA) 250, gaps persist in identifying and addressing non-compliance,
particularly in industries with complex regulatory requirements. This research adopts a qualitative
approach, analyzing audit procedures, risk assessments, and internal controls to evaluate compliance
mechanisms. The findings indicate that auditors face inherent limitations in detecting non-
compliance due to regulatory complexity, management collusion, and inadequate internal controls.
The results highlight the necessity of integrating advanced monitoring systems, improved legal
consultations, and stronger regulatory enforcement to mitigate audit risks. The implications suggest
that regulatory bodies and audit firms must enhance compliance verification methods, ensuring
greater financial transparency and legal adherence. Strengthening audit frameworks will improve
corporate governance, reduce financial misstatements, and foster investor confidence in regulatory
compliance.
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Introduction

Recommendations regarding the auditor's responsibility to take into account laws and regulations
when auditing financial statements are contained in International Standard 250 "Considering Laws
and Regulations in an Audit of Financial Statements”. The standard contains the following
paragraphs: introduction, management's responsibility for compliance with laws, the auditor's
verification of compliance with laws, reporting non-compliance with laws and regulations, and
refusal to conduct an audit.

When planning an audit and performing audit procedures, the auditor takes into account the fact that
the entity's non-compliance with laws and regulations may have a significant impact on the financial
statements. However, not all cases of non-compliance with laws and regulations may be identified
during the audit. At the same time, identifying any, even insignificant, cases of non-compliance with
laws casts doubt on the honesty of the organization's management and employees. Therefore, it is
necessary to analyze the possible consequences of non-compliance with laws for the audit. The term
"non-compliance” according to international requirements means intentional and unintentional
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actions or inactions of the audited entity that contradict current laws and regulations. Such actions
include transactions carried out by the entity itself or on its behalf by management or employees. The
term "non-compliance” does not apply to actions by management or employees that are unrelated to
the activities of the organization.

Method

Professional training, experience, knowledge of the subject and the industry allow the auditor to
determine that individual actions that have attracted his attention contain signs of non-compliance
with laws and regulations. However, the auditor's conclusions regarding the determination of facts of
non-compliance with legislation are usually formed on the basis of consultation with an experienced
and qualified lawyer. The final decision can only be made by the court.

Laws and regulations have different effects on the financial statements of an organization. Some
regulations determine the form, content, and procedure for forming financial statement indicators,
while others regulate the conditions for conducting the enterprise’'s activities. These conditions must
be observed by the organization's management. The activities of some organizations (e.g. banks,
insurance companies) are strictly regulated by law. Other organizations must be guided only by
general issues of the functioning of an economic entity (e.g. compliance with labor legislation, safety,
etc.). In all cases, non-compliance with laws and regulations entails penalties, lawsuits, and liability
of the economic entity and management. In general, the weaker the connection between non-
compliance and the events and transactions reflected in the financial statements, the less likely the
auditor is to determine the fact of non-compliance with the law.

Result and Discussion

International practice of applying ISA 250 varies. This is due to differences in the regulatory
framework in force in different countries. National standards of each country reflect its specifics of
determining the impact of laws and regulations on the audit.

This standard is used only for the audit of financial statements. ISA 250 does not apply to a special
assignment to verify compliance with laws and regulations, or to the preparation of a separate report.

The standard defines the responsibility of the organization's management for compliance with laws
and regulations. The organization's management is responsible for:

v’ for the implementation of the entity's activities in accordance with laws and regulations;
v' prevention and detection of cases of non-compliance with legislation.

In order to prevent and identify cases of non-compliance with the law, the management of the
organization must:

monitor changes in legislation and compliance of activities with new requirements;

develop internal control systems and evaluate their functioning;

develop, publish and comply with the internal regulations of the organization;

train employees in the internal regulations of the organization;

monitor compliance with the internal regulations and the application of disciplinary measures;
involve lawyers to monitor changes in legislation;

N N N R

maintain a register of special laws that must be observed by the entity and complaint books.

Large organizations may assign these responsibilities to an internal audit department or an audit
committee. When an auditor checks for compliance with laws and regulations, he or she is not
responsible for preventing non-compliance with the law. However, conducting an annual audit helps
to prevent such non-compliance. However, an audit carries a risk that some material misstatements
in the financial statements will not be detected. The risk is increased if a material misstatement causes
non-compliance due to:

» the presence of a number of regulations that affect mainly the activities of the organization. They
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do not have a significant impact on financial reporting and are not taken into account by the
accounting and internal control systems.

» concealment of facts of non-compliance with the law. For example, the management of the
organization may commit collusion, forgery of documents, deliberate failure to reflect
transactions in the accounting, deliberate distortion of information;

» the presence of limitations inherent in the accounting and internal control systems, as well as the
use of testing.

To identify facts of non-compliance with the law, it is necessary to take into account the rules of ISA
200 "Objective and General Principles of an Audit of Financial Statements”, namely: when planning
and conducting an audit, it is necessary to adhere to the principle of professional skepticism. The
auditor can identify events and transactions that could cast doubt on the subject's compliance with
laws and regulations.

When planning an audit, the auditor should review all regulations relevant to the organization and the
industry. He or she should also obtain an understanding of the entity's compliance with these
regulations. Particular attention should be paid to laws and regulations that may affect the
organization's operations. In particular, failure to comply with them may result in the termination of
the organization's operations or call into question the continuity of its operations, such as failure to
comply with licensing requirements or investment rules.

To have a general understanding of laws and regulations, the auditor needs to:
» use information about the organization's activities and industry;

» learn from management about the organization's policies and actions aimed at compliance with
the law;

» learn from management about regulations that may have a significant impact on the organization's
activities;

» determine the organization's policies and actions for identifying, assessing and recording lawsuits
and sanctions;

» discuss legal requirements with auditors of subsidiaries in other countries.

When checking for non-compliance with legislation, two types of audit procedures are used:
v’ aimed at identifying non-compliance with laws and regulations;

v"applied when identifying facts of non-compliance with legislation.

The content of audit procedures is given in Table 1.1.

Table 1.1. Contents of audit procedures when checking facts of non-compliance with
legislation

Type of audit procedures Content of audit procedures
- Survey of the organization's management on compliance
with laws and regulations
- Review of correspondence with relevant regulatory and
licensing authorities

Procedures aimed at identifying
non-compliance with laws and
regulations

Type of audit procedures Content of audit procedures
-+ Inquiring with the organization’s management about
compliance with those laws and regulations that affect the
determination of material amounts and disclosures in the
financial statements. These regulations relate to the form and
content of financial statements, specific industry requirements,
requirements for accounting for transactions under government
contracts, accrual and recognition of expenses for income tax
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purposes, or pension costs
-+ Reviewing meeting minutes
-+ Inquiring with management and legal counsel about
litigation, claims, and sanctions
- + Obtaining written statements from management that all
facts of non-compliance with laws and regulations have been
reported to the auditor

- * Obtaining an understanding of the nature of non-
compliance with the law and the circumstances in which it
occurred
-+ Obtaining information on the impact of non-compliance
with the law on the financial statements
-« Assessing such possible financial consequences as
penalties, fines, sanctions, damages, threat of asset
confiscation, forced termination of operations, litigation
-+ Assessing the need to disclose possible financial
consequences in the financial statements.

Procedures applied when facts -« Assessing the reliability and objectivity of the
of non-compliance with organization's financial statements
legislation are identified - * Documenting the identified facts of non-compliance with

the law and discussing them with the organization's
management (copies of accounting records or documents,
notes of conversations)

- Possible consultations with lawyers on the legal
consequences of non-compliance with laws and further actions
of the auditor
- * Reviewing the assessment of audit risk and the reliability
of the statements of the organization's management in the
event that it fails to mention the facts of non-compliance with
the law in its statements

The standard provides examples of signs that indicate non-compliance with the law:

>
>

vV V V VYV VY

v

>
>

investigations by government departments, fines and penalties;

payments for services not specified in contracts, loans to consultants, related parties, their
employees or government officials;

significant commissions or brokerage fees;

purchases at prices significantly above or below market yen;

unusual cash payments, purchases paid by cashier's checks, transfers to numbered bank accounts;
unusual transactions with companies registered in tax havens;

transfers of payments for goods and services to a country other than the country from which the
goods and services were supplied,;

existence of an accounting system that does not adequately reflect transactions and provide
sufficient evidence for audit;

business transactions that are not properly recorded,
comments in the media.

The auditor has the right to report non-compliance with the law to the organization's management,
users of the audit report, regulatory authorities and law enforcement agencies. In doing so, he must
comply with certain rules.

The auditor reports any identified non-compliance with the law to the audit committee, the board of
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directors, and the organization's top management. In minor cases or if there are no consequences, the
auditor may not report non-compliance with the law. In addition, the auditor may agree in advance
with management on the nature of the issues to be reported. However, if non-compliance with the
law is intentional and material, the auditor must immediately report this fact.

If the auditor has information that the management of the organization is involved in the fact of non-
compliance with the law (including the board of directors), he is obliged to inform the superior body
of the organization, the audit commission or the supervisory board of this superior organization.

Users of financial statements are informed of non-compliance with legislation through the auditor's
report. If the auditor has discovered a material fact of non-compliance with legislation, he or she
should express a qualified opinion or an adverse opinion. The entity may prevent the auditor from
obtaining sufficient and appropriate audit evidence regarding facts of non-compliance with laws and
regulations. In this case, the auditor should express a qualified opinion or disclaim an opinion based
on the limitation of the scope of the audit.

Conclusion

When conducting an audit, the auditor must comply with the basic ethical principle of confidentiality
of information. Following this principle does not allow the auditor to report facts of non-compliance
with the law to third parties (regulatory authorities and law enforcement agencies). However, there
are circumstances in which the auditor has the right not to comply with the requirement of
confidentiality of information. Compliance with confidentiality by the auditor is not mandatory by
law or court decision. For example, in some countries, auditors are required to inform regulatory
authorities about non-compliance with the law by financial institutions. In such circumstances, the
auditor should obtain legal advice.

References

1. XampamoB b.K. Aymut xankapo cranmariapu: Japcmuk -T.: “IQTISOD-MOLIYA”, 2020i. —
290 6.

2. TyiumeB A., Ky3ueB U., ApnokynoB A., lllepumberoB U., ABazoB U. Aynut. Japcmuk. — T.:
“IQTISOD-MOLIYA”, 2019. — 6206.

3. Kyzues U., Tyituner A., XoxueB M., SIky6oB M. Buyrpennwuii aymut. “IQTISOD-MOLIYA”,
2019 r. —421ctp.”

4. Alvin A. Arens, Randal J. Elder, Mark S. Beasley. Auditing and Assurance Services with ACL
Software CD (15th Edition) 15th Edition

5. W F Messier Jr, S M Glover, and D F Prawitt (2006), Auditing and Assurance Services A
systematic Approach, McGraw Hill Irwin, 4th Edition

6. Aynut: Teopus u npaktuka: yueonuk/ JI.U.Baponuna. — M.: «Omera-JI», 2012. -647 c.

Opneros 10.T"., Hukonosa T.B. AyauT 1 KOHTPOJIJIMHT NIepcoHaia: yu4eOHUK. 2-€ U3/. U 1011 — M.:
“Anbda IIpecc”, 2010. — 672 c.

[Tononbckuit B. Ayaut. Yue6nuk. — M.: U3na. FOpaiit, 2010. — 605 cTp.

9. Xaiigapos P., ®aiizues I1I. Bayrpennuii ayaut. Yueonoe nocodue. —T.: “IQTISOD-MOLIYA”,
2013.-212 c.

10. Qo‘ziyev L.N., Fayziev Sh.N., Avloqulov A.Z., Sherimbetov [.X. Ichki audit. O’quv qo‘llanma. -
T.: IQTISOD-MOLIYA, 2015. 198 bet.

11. byneira P. Aynut: yueOnuk / non pea. bymerru P.I1. —M.: “lOHUTU — JAHA”, - 2009 r. — 431
CTp.

12. CoopHHK MeToIMYeCKUX yKka3aHui o ayanty/ X.KocsiMos, JI.FOraii, A.XommmoBsa, b.ITapnaes,
CocraButens: b.A6aynaszapos.-TamkenT, 2009.-304 c.

13. Xalmurzayevna, Y. S., Karimovich, S. S., Zairjanovich, Y. S., & Qizi, X. M. 1. (2021, June).

334 AMERICAN Journal of Language, Literacy and Learning in STEM Education WWW. grnjournal.us


http://www.amazon.com/Alvin-A.-Arens/e/B001HD443I/ref=dp_byline_cont_book_1
http://www.amazon.com/s/ref=dp_byline_sr_book_2?ie=UTF8&text=Randal+J.+Elder&search-alias=books&field-author=Randal+J.+Elder&sort=relevancerank
http://www.amazon.com/s/ref=dp_byline_sr_book_3?ie=UTF8&text=Mark+S.+Beasley&search-alias=books&field-author=Mark+S.+Beasley&sort=relevancerank

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

335

IMPORTANCE OF ONLINE ASSESSMENT IN THE E-LEARNING PROCESS. In Archive of
Conferences (Vol. 27, No. 1, pp. 16-17).

Xalmurzayevna, Y. S., Karimovich, S. S., Zairjanovich, Y. S., & Qizi, X. M. I. (2021, June). THE
EFFECTIVENESS OF QUIZLET APPLICATION TOWARDS STUDENTS’MOTIVATION
IN LEARNING VOCABULARY. In Archive of Conferences (Vol. 26, No. 1, pp. 16-18).

Xalmurzayevna, Y. S., Eshmanov, G., Zairjanovich, Y. S., & Qizi, X. M. I. (2021). THE USAGE
OF GROUP WORK IN TEACHING ENGLISH TO PRIMARY SCHOOL LEARNERS.
Conferencious Online, 86-88.

YULDASHEV, S. Z., & YULDASHEVA, S. X. (2022). LEARNERS’ATTITUDES IN
LEARNING ENGLISH FOR TOURISM USING GOOGLE CLASSROOM IN TASHKENT
TOURISM COLLAGE. Development and innovations in science, 1(1), 93-100.

Zairjanovich, Y. S., & Xalmurzayevna, Y. S. (2022, February). TEACHING ENGLISH FOR
TOURISM STUDENTS (ESP AND E-LEARNING). In Archive of Conferences (pp. 8-10).

Xalmurzayevna, Y. S., Karimovich, S. S., Zairjanovich, Y. S., & Qizi, X. M. . (2021, June).
HYBRID TEACHING AND LEARNING TIPS FOR Teachers. In Archive of Conferences (Vol.
28, No. 1, pp. 12-14).

Mahamadali Turdaliyevich Toshxonov, Sherzod Zairjanovich Yuldashev. (2022, October)
THEORETICAL AND PRACTICAL ISSUES OF TEACHING FOREIGN LANGUAGES IN
INSTITUTE OF PHARMACEUTICAL EDUCATION AND RESEARCH. INTERNATIONAL
SCIENTIFIC AND PRACTICAL CONFERENCE "THE TIME OF SCIENTIFIC PROGRESS

Shakabil Karimovich Shayakubov, Saodat Khalmurzayevna Yuldasheva, Sherzod Zairjanovich
Yuldashev, Dilnoza Anvarovna Akhmedova. (2022, 5 November) THE ROLE OF
ASSESSMENT ON ENGLISH FOR THE INSTITUTE OF PHARMACEUTICAL
EDUCATION AND RESEARCH. INTERNATIONAL SCIENTIFIC CONFERENCE"
INNOVATIVE TRENDS IN SCIENCE, PRACTICE AND EDUCATION"

Saodat Khalmurzayevna Yuldasheva, Mahamadali Turdaliyevich Toshxonov, Sherzod
Zairjanovich Yuldashev. (2022, 3 January) USING MOBILE APPS FOR TEACHING
ESL&EFL IN HIGHER EDUCATION INSTITUTIONS. Vol. 2 No. 8 (2023): YOUTH,
SCIENCE, EDUCATION: TOPICAL ISSUES, ACHIEVEMENTS AND INNOVATIONS

Khalmurzayevna, Y. S., Nuritdinovich, F. S., & Karimovich, S. S. (2023). RISK ASSESSMENT
OF THE INTERNAL CONTROL SYSTEM AND THE APPLICATION OF AUDITING
PROCEDURES IN AUDIT OF ENVIRONMENTAL COSTS. International Journal Of
Management And Economics Fundamental, 3(05), 15-27.

Yuldasheva Saodat Khalmurzayevna, Ganiev Shakhriddin Vakhidovich, Yuldashev Sherzod
Zairjanovich (2023/6/9). 21st Century Modern English Teacher’s Professional Competences.
Best Journal of Innovation in Science, Research and Development, 8-13

Yuldasheva Saodat Khalmurzayevna, Yuldashev Sherzod Zairjanovich (2023/9/20) The
Perspectives of English Teachers' Pedagogic Competence In Teaching English Through Online
and Offline Tools. American Journal of Language, Literacy and Learning in STEM Education
(2993-2769), 111-121

Ismailov Kamolatdin Kurultaevich, Yuldashev Sherzod Zairjanovich, Sadikova Dildor
Abdullayevna, Talipov Begzod Botirovich, Taryanikova Marina Anatolievna (2023/10/23).
Specifics Of Teaching Foreign Language Speaking To Students At A Non-Linguistic Institute
(Iper) In The Distance Learning Format. Best Journal of Innovation in Science, Research and
Development, 549-559

Alisherovna R. N. FUNCTIONAL ANALYSIS OF TEXTS IN ENGLISH AND UZBEKI
//Galaxy International Interdisciplinary Research Journal. — 2023. — T. 11. — Ne. 1. — C. 185-187.

Yuldasheva Saodat Khalmurzayevna, Yuldashev Sherzod Zairjanovich (2023/11/12).

AMERICAN Journal of Language, Literacy and Learning in STEM Education WWW. grnjournal.us



28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

336

Overthrown Barriers In Teaching Efl To Non-Linguistic Students (Iper Students). Gospodarka i
Innowacje, 123-132

Talipov Begzod Botirovich, Akhmedova Dilnoza Anvarovna, Toshkhonov Mahamadali
Turdaliyevich. (2023, 2 January) THE DEVELOPMENT OF PBL TEACHING METHOD FOR
TEACHING PRACTICAL ENGLISH IN IPER (INSTITUTE OF PHARMACEUTICAL
EDUCATION AND RESEARCH) “INTERNATIONAL SCIENTIFIC CONFERENCE "
INNOVATIVE TRENDS IN SCIENCE, PRACTICE AND EDUCATION"

Akhmedova Dilnoza Anvarovna. (2023, 23 January) Strategies for Increasing Awareness of
Pharmaceutical Students' Divergences. Miasto Przysztosci 31, 277-280

Talipov Begzod Botirovich, Akhmedova Dilnoza Anvarovna, Toshkhonov Mahamadali
Turdaliyevich. (2023, 31 January) ESP AND STUDENTS' NEEDS IN LEARNING ENGLISH
FOR PHARMACY. “INTERNATIONAL JOURNAL OF SOCIAL SCIENCE &
INTERDISCIPLINARY RESEARCH”

Akhmedova Dilnoza Anvarovna, Tolipov Begzod Batirovich. (2023, 28 January)
EFFECTIVENESS OF INTEGRATING PROJECT-BASED LEARNING INTO ESP COURSES
FOR IMPROVING ESP TEACHING TO IPER (THE INSTITUTE OF PHARMACEUTICAL
EDUCATION AND RESEARCH) PHARMACY STUDENTS “Web of Scientist: International
Scientific Research Journal”

Hunbnop AOnymmaeBna CaapikoBa (2022/10/17) MECTO JIEKCHUKU B ITPOLHECCE
OBYUYEHUSA PYCCKOMY SA3bIKY. Galaxy International Interdisciplinary Research Journal,
387-390

Yuldashev Sherzod Zairjanovich. ENGLISH AND SUBJECT INTEGRATION IN
MATHEMATICS AND GEOGRAPHY. Zbiér artykulow naukowych recenzowanych. 201 pp

Yuldasheva Saodat Khalmurzayevna, Yuldashev Sherzod Zairjanovich (2023/12/22).
OPPORTUNITIES FOR DEVELOPING PROFESSIONAL COMPETENCIES OF
PHARMACEUTICAL INSTITUTE STUDENTS IN THE PROCESS OF LEARNING A
FOREIGN LANGUAGE. Best Journal of Innovation in Science, Research and Development,
148-153 pp

Yuldasheva Saodat Khalmurzayevna, Yuldashev Sherzod Zairjanovich (2024/01/19)
Conformation Of the Foreign Language Competence of Pharmacy and Industrial Pharmacy
Students (IPER). Best Journal of Innovation in Science, Research and Development, 304-312 pp

Yuldasheva Saodat Khalmurzayevna, Yuldashev Sherzod Zairjanovich (2024/01/19)
Investigating Non-English Major Students’ (Iper) Needs, Attitudes, And English Language
Learning Ways. INTERNATIONAL JOURNAL OF EUROPEAN RESEARCH OUTPUT, 170-
193 pp

Yuldasheva Saodat Khalmurzayevna, Yuldashev Sherzod Zairjanovich (2024/3/19) Teaching
English Grammar to Iper Students within Internet Resources, Best Journal of Innovation in
Science, Research and Development, 462-472 pp

HopmypomoBa, M. A., & AxwmemoBa, J. A. (2023). TIEJATOI'HUHI KACBUM
MAXOPATHUHU HIAKJUDTAHTUPUIIIHUHI OOJI3BAPBJIMI'U. Innovative Development in
Educational Activities, 2(23), 59-61.

Axmenosa, . A. (2024). TUBBUET TAJIABAJTAAPYHU MHIJINM3 TUJIA VKUTHIIIA
TABJIIMM TEXHOJIOTUSAJIAPUHN YPHMU. International journal of scientific researchers
(NSR) INDEXING, 5(1), 41-47.

Talipov, B., Normuradova, M. T., Akhmedova, D., & Taryanikova, M. (2023). JIGSAW
STRATEGY TO TEACHING IPER STUDENTS. Solution of social problems in management
and economy, 2(13), 185-195.

Anvarovna, A. D. (2024). Implementing Suggestopedia and Memory Training in the Foreign

AMERICAN Journal of Language, Literacy and Learning in STEM Education www. grnjournal.us



Language Classroom. Journal of Innovation in Education and Social Research, 2(2), 72-76.

42. Anvarovna, A. D., & Abdullayevna, N. M. (2023). Language and Instructional Methodology
CLIL in Pharmacy Universities. Journal of Science-Innovative Research in Uzbekistan, 1(8), 179-
183.

43. Botirovich, T. B., Anvarovna, A. D., & Turdaliyevich, T. M. (2023). ESP AND
STUDENTS'NEEDS IN LEARNING ENGLISH FOR PHARMACY. INTERNATIONAL
JOURNAL OF SOCIAL SCIENCE & INTERDISCIPLINARY RESEARCH ISSN: 2277-3630
Impact factor: 7.429, 12(01), 169-172.

44. Akhmedova, D. A. (2023). TEACHING STRATEGIES AND ASSESSMENT METHODS FOR
ONLINE PHARMACY EDUCATION. THE ROLE OF SCIENCE AND INNOVATION IN
THE MODERN WORLD, 2(7), 27-33.

45. Anvarovna, A. D. (2024). THE IMPORTANCE OF USING INNOVATIVE METHODS IN
DEVELOPING COMMUNICATIVE COMPETENCE IN TEACHING ENGLISH TO
MEDICAL STUDENTS. PEDAGOGIKA, PSIXOLOGIYA VA UTIMOIY TADQIQOTLAR]|
JOURNAL OF PEDAGOGY, PSYCHOLOGY AND SOCIAL RESEARCH, 3(4), 74-80

337 AMERICAN Journal of Language, Literacy and Learning in STEM Education WWW. grnjournal.us



