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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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Financial reporting

Onerous
contract
provisions

Revenue
recognition

Accounting
for aid

Stock and
bad debt
provisions
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Going concern — ‘start with the end in mind’

Basis is appropriate but a
material uncertainty exists
which is NOT adequately

Basis is appropriate but a
material uncertainty exists
which is adequately

Going concern basis is not

Basis is appropriate with no
appropriate

material uncertainty

Unmodified opinion

\ /

4 )

Include a ‘Conclusions
Relating to Going
Concern’ section in audit
report

disclosed

Unmodified opinion

Include a ‘Material
Uncertainty Related to
Going Concern’ section in
audit report

disclosed

Modified opinion

(Consider if
pervasive)

\ /

Amend basis of
opinion paragraph
accordingly

Adverse opinion

\

-

Disclosure required in
financial statements

© ICAEW 2020



Key considerations

Need for projections

12 months from the date of signing

Client ‘ownership’

Validation and challenge

Letters of support

Second partner review?
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Loan covenant compliance

A client is in breach of a loan covenant at the year end. What are the
accounting implications of this?

Loan classification?

Disclosure of breach (paragraph
11.47 FRS 102)?

Going concern?
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Remote auditing in practice

Audit administration

Audit approach and risk

assessment

GUIDE

s D o S Cobam T e Remote team working

doption of remote working, ing remote auditing techniques. Auditors have had to adapt their
approaches to fit changing risk profiles while finding new ways of working and communicating with
clients.

While the future will no doubt entail some degree of reversion to ‘normality’ and in-person reviews,
itis also likely that due to the risk of further COVID-19 outbreaks, as well as cost-benefit analyses,
in many jurisdictions some degree of remote auditing is here to stay.

Professional scepticism, fraud and

error

© ICAEW 2020



The ‘fraud triangle’

RATIONALISATION

OPPORTUNITY

THE FRAUD
TRIANGLE

MOTIVE
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Fraud

-

“The Parmalat case involved a forged bank
confirmation of balances of over $5bn with a
US Bank. No complex technology was
involved. It appears that the fraudulent bank
confirmation was created with scissors, tape

\ and a scanner’

~

/

Core Auditing Standards — Katharine Bagshaw & John Selwood
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Making it work

Combination of
scanned & original
documents

Use of V|deo and

_m Stocktake
Vi attendance — and
follow up

' Alert for frauds
| related to COVID-19
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Brexit
Audit implications

Auditors with EU qualifications

Application of s479A CA06 within groups
with EEA parent

European Union (Withdrawal
Agreement) Act 2020

CHAPTER 1

Access to component auditor
EUROPEAN UNION (WITHDRAWAL AGREEMENT) ACT 2020 i n fo rm ati O n

PART 1
IMPLEMENTATION PERIOD

Commercial and operational impacts

Key date = 31 December 2020
‘Implementation Period Completion
Day
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FRC Ethical Standard

Revised Ethical Standard 2019

-

Issued December 2019

\_
-

AN

.

Effective 15 March 2020

U\

>
‘Permitted’ non audit services for PIE audits
& audits of Other Entities of Public Interest
\

-

-

Transitional rules

AN

J
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Things to watch for
y Ethical Standard breaches
 Bi-annual report to ICAEW

Non-audit services appraisal
« Engagement partner must appraise before work carried out

\ Contingent or success based fee arrangements
 Blanket prohibition

Long association
» Safeguard mandatory beyond 10 years

Significant affiliates of listed entities
« Strict restriction on services that can be provided
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Key changes to ISAs (UK)

 Forming an opinion and reporting

« Going concern

» Auditing Accounting Estimates and
Related Disclosures

Periods commencing 15 December 2019 © ICAEW 2020



ISA (UK) 700

“The auditor’s
report shall
explain to what
extent the audit

was considered
capable of
detecting
irregularities,
including fraud’

ISA (UK) 700
Paragraph 29.1

Relevant laws and regulations?

Specific examples?

Approach — including fraud specifics?

Inherent limitations?

ICAEW guide
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ISA (UK) 570

Watch for changes to proprietary systems

Differing views on substantive impact

Has COVID-19 been a wake up call?

ISA (UK) 570 (REVISED SEPTEMBER
2019)

Going Concern

Audit report wording changes

More significant wording changes for PIEs,
listed entities and OEPIs
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New wording — non-PIEs, non-listeds etc

Nothing to report\

Conclusions related to Going Concern

In auditing the financial statements, we have
concluded that the director's use of the going
concern basis of accounting in the preparation of
the financial statements is appropriate.

Based on the work we have performed, we have
not identified any material uncertainties relating to
events or conditions that, individually or collectively,
may cast significant doubt on the [entity]'s ability to
continue as a going concern for a period of at least
twelve months from when the financial statements
are authorised for issue.

Our responsibilities and the responsibilities of the
directors with respect to going concern are
described in the relevant sections of this report.

/
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ISA (UK) 540

Audit and Assurance

@ Financial Reporting Council

December 2018

International Standard
on Auditing (UK) 540 (Revised)

Auditing Accounting Estimates and
Related Disclosures
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Risk assessment

: Estimation :
Understanding Prior periods Need ];Qrt Inhgrenttrlsr uncertainty, 'Ide.?tlfy t
the entity review kSpef'%'S 5 an 9°k” . complexity, signi Lcan
nowieages e subjectivity fISKS

Accounting entries and disclosures

Highest Risk ﬁ Lower Risk

Spectrum of inherent risk
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Risk assessment

» Judgement required so range of outcomes possible

Estimation
uncertainty

 Hard maths!

Complexity

 Limited empirical evidence to draw on
Subjectivity

» Subject to manipulation
Subjectio | o Tgx sensitive?

fraud/bias

| NS NS NS
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Scenario

Company Ais an investment
property company. It is highly
geared with loan covenants
linked to property values.

Yield-based valuations are
carried out annually by external
valuers.

Estimation uncertainty?
Complexity?
Subjectivity?

Bias?

Need for contradictory
evidence?

How can this be achieved?
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ICAEW 2020 Monitoring Review

(Feedback on audits reviewed during 2019\

J
~

‘Audit quality under the spotlight’

J
~

Key findings
! Top 3 most common findings (ISAs) |

Tools for improving performance

N J
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Problem areas Good practice examples

» Consideration of worst case scenarios when
assessing forecasts

« Attendance by RI at contract meetings

 Tailored templates when relying on client appointed
experts

 Memoranda covering judgements — evaluation of
contradictory /conflicting evidence

* |In smaller firms hot file review on unusual, complex
or high risk audits
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Don’t forget!

Root cause [
analysis International

(RCA) Education
Standard (IES) 8

2222222222






Future webinars

For details, please visit icaew.com/aafevents

.D 07 December Managing and ICAEW audit monitoring visit
— J 11 January  Maintaining Wellbeing during audit busy season
04 February Brexit and audit
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Thank you for attending

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

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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