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Benefits of faculty membership

* Monthly newsletter and
publications

* Webinars and events
* Influence — have your say
* Thought Leadership

» Career Development

icaew.com/aaf
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Ask a question

Resources =
@ Financial Reporti acul

@ The Mew UK GAAP

@ The New UK GAAP factsheets

©)

Audio problems?

« Ensure your volume is turned on

» If you experience poor sound
quality try refreshing your page.

Ask a question
Type your question into the question
box then click submit.

Download resources here
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Impact on Risk Assessment

» What new risks are relevant following Brexit?
* The entity and its environment
* Industry, regulatory and other factors
* The entity’s operations
» Business risks (objectives and strategies)
* Internal control

« What is the risk of material misstatement arising from the identified risk factors?
* Is there an impact on financial statement level risk, e.g. Going Concern?
 Are there any significant risks? (e.g. related to recent economic or other developments)

» Does the combined impact of Brexit and COVID-19 factors increase the risk of material
misstatement?
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Economic risk factors

Is the industry/sector reliant on the general strength of the economy (e.qg.
retail, hospitality)? What about inflation?

Is there a dual impact of COVID-19 and Brexit?

Does the entity rely on investments subject to market volatility?
What about foreign exchange fluctuations?

Do the pressures of Brexit (and COVID-19) increase the risk of fraud?
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Industry and sector specific risk factors

\‘ Import / export turnaround times
‘ Reliance on EU supply chains vs. domestic/international
\‘ EU agreements, licenses and quotas
‘ Reliance on EU labour
‘l Reliance on EU funding
‘/ Additional import / export costs

‘ Cashflow management

© ICAEW 2021



Entity Risk Factors - POLL

1) Importer of goods from the EU
2) Exporter of goods to the EU

3) Provider of services in the EU
4) Affected by EU quotas

5) Affected by EU licences etc.

6) Other EU relationship [text box]



Entity Risk Factors

* What are the changes to the entity, its suppliers,
customers?

« Can the entity fulfil orders if goods are held at ports?

* Does the entity rely on EU staff for critical roles or staff
regularly working in the EU (& vice versa)?

« Will the entity face increased costs (administration, tariffs,
duties, transport) on exported and imported goods?

* How exposed to macro-economic factors is the entity
(e.g. currency fluctuations, interest rates, inflation)?
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Entity Risk Factors

* What legal and compliance issues impact the entity’s
operations?

« Can the business continue to operate in the EU?

* Are products and services subject to EU regulatory and
compliance law?

 Are there any new risks of non-compliance with laws
and regulations?

* There will be need to ensure compliance with dual
legislation (UK and EU)
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Entity Risk Factors

« How has the control environment been impacted by Brexit ?

» What changes have been made to internal control,
specifically over import / export transactions?

« What controls are in place to ensure tariffs and duties are
properly recorded

« What impact is there on control over subsidiary operations?

 Has the risk of fraud increased? Think about the fraud
triangle.
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Topics

mm  [inancial reporting risks

« UK Law
« EU Law
 Business and its environment

- Practical audit considerations

« Group audits
 Auditing EEA entities
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Financial reporting risks - POLL

1)Very prepared, they have identified the requirements that apply to
their business and have implemented a clear action plan and
controls

2) Reasonably well prepared, they have a general awareness of
the requirements that apply to them but have not tied down the
specifics or put clear action plans and controls in place

3) Still preparing, they are still trying to understand what
requirements apply to them
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Financial reporting risks

The business and its environment

Legal requirements
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Legal requirements

UK-adopted IAS “prepared in accordance with international accounting
standards in conformity with the requirements of the Companies Act 2006”

Consolidation exemptions (equivalent GAAP)
Distributions

EU subsidiaries
EU branches
EU listing requirements

© ICAEW 2021



Financial reporting risks - POLL

1) Supplies have been delayed and/or are more costly
2) Demand for products/services has fallen

3) It's more difficult or costly to get staff

4) Exchange rate or interest rate fluctuations

5) Additional or extended funding requirements

6) Brexit has provided opportunities and the business has
expanded
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The business and its environment

* The economy
» Market activity
* Forecasts
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Economy and market activity

\‘ Discount rates e.g. lease liabilities, impairment reviews, provisions
‘ Fair values e.g. investments, investment properties, derivatives, pension assets
\
‘ Complex transactions e.g. hedging
|
‘ Contract modifications  e.g.loans, leases, SBP, bonuses
|
‘ Business or financial restructuring

/
‘ Legal or contractual breaches

‘ Taxation
V4
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Forecasts

N\

‘ Non-current asset impairments e.g. PPE, intangible assets, right of use assets, investments
\

‘ Other asset impairments e.g. inventory, financial assets, receivables

\
‘ Going concern e.g. covenants, trading, mitigating actions, material uncertainties
/

‘ Other activities e.g. sales returns, contract accounting, onerous contracts

/

‘ Other events e.g. contingent consideration in a business combination, deferred tax assets
/
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Financial reporting risks

Obsolescence
 Returns
 Reduced demand
* I[ncreased costs
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Financial reporting risks

Subsequent events

Narrative reporting

Exceptional items

Key estimates and judgements
* Note disclosures

(such as impairments, going concern, contingencies,
discontinued operations/held for sale)

« Accounting policies
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Practical audit considerations - POLL

1) Groups with EEA components?

2) Companies with EEA branches?

3) Companies with securities listed on an EEA market?
4) Subsidiaries with an EEA parent?

5) EEA incorporated entities?
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Practical audit considerations

* Group Audits (EEA components, data transfers,
site visits)

* Auditing EEA entities

» Subsidiary audit exemption (EEA parent)
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Thank you for attending

V4 ~ Please take the time to fill 4 . Contact the Audit and
| out our short survey: LU= Assurance Faculty
@’ Survey link S Phone: +44 (0)20 7920 8493

Email: tdaf@icaew.com

Web: icaew.com/AAF

This webinar is presented by the Audit and Assurance Faculty. Audit and Assurance Faculty membership
gives you access to exclusive premium resources including our regular magazine, webinars, discount on
events and conferences and extensive online resources to support your career.

For more information about faculty membership and our latest joining offers, please visit
icaew.com/joinaaf or for more information about Faculties Online, please visit icaew.com/subscribefo.

ICAEW will not be liable for any reliance you place on the information in this presentation. You should seek independent advice.
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