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corporation tax
see also taxes
illustrative financial statements 465,

484–5, 498, 511
corresponding figures

definition 273
ISA 710 (redrafted) ‘Comparative

Information, Corresponding Figures
and Comparative Financial
Statements’ 11, 77, 237, 270, 273–7

costs 53–4, 178, 303–5, 358–9, 366–8,
374–7, 399, 417, 436, 438, 463–4,
498–501, 505–17, 518–605

definitions 358, 374–5, 376, 399, 417
IAS 2 ‘Inventory’ 358–9, 438
IAS 11 ‘Construction Contracts’ 56–7,

366–8, 527–42
IAS 16 ‘Property, Plant and

Equipment’ 303–4, 318, 374–7,
436

CPD see Continuing Professional
Development

credit notes 439–40
credit rating agencies 99, 602–5
credit risk 99, 346, 470–1, 568, 595,

599–600, 602–5
see also business related . . . ;

financial . . .
concepts 599–600

creditors see trade payables
creditworthiness assessments 599–600,

602–5
cumulative preference dividends

405–10
cumulative-rights (cum-rights) price per

share, rights issues 407–10
current assets 277, 303–4, 352–8, 457,

479, 495, 506–17, 519–605
IAS 1 ‘Presentation of Financial

Statements’ 352–8
opening balances 277

current liabilities 277, 304, 457, 479,
495, 506–17, 519–605

current taxes 368–74, 561–2
customer financing arrangements

539–42
customer loyalty programs 527–42

Daniels Inc 98–9
dates

see also timing . . .
auditors’ reports 258

debentures 489
debtors see trade receivables
deferred tax assets, concepts 368, 370–1,

585
deferred tax liabilities, concepts 368,

371–2, 444, 585
deferred taxes 116–19, 191, 301, 315,

368–74, 444, 461, 467–8, 496, 498,
509, 511, 515, 519–20, 536–42,
554–60, 561–2, 585

audit tests 444
capital allowances 371, 511, 515
definition 368
discounting 369, 372–3
estimation techniques 191
FRS 19 ‘Deferred Tax’ 315, 369–70,

374, 509
IAS 12 ‘Income Taxes’ 368–74
illustrative financial statements 461,

467–8, 496, 498, 509, 511, 515,
519–20, 536–42

Nokia Corporation 519–20, 536–42,
554–60, 585

defined benefit pension schemes 151–2,
191–2, 315, 384–7, 530–42,
546–50, 611–12

IAS 19 ‘Employee Benefits’ 384–7
Projected Unit Credit Method 384–6,

387
defined contribution pension schemes

116–19, 384–7, 530–42, 546–50
IAS 19 ‘Employee Benefits’ 384–7

depreciation 58, 118–19, 153, 191,
343–4, 362–4, 375–7, 381, 435,
459–60, 466, 480–91, 496,
497–501, 507–17, 531–42, 543–5,
564–5

see also non-current assets
definition 375
estimation techniques 191, 193–201
IAS 8 ‘Accounting Policies, Changes

in Accounting Estimates and Errors’
362–4

IAS 16 ‘Property, Plant and
Equipment’ 318, 375–7, 381,
531–42

IAS 38 ‘Intangible Assets’ 381,
435

IFRS 5 ‘Non-Current assets Held for
Sale and Discontinued Operations’
343–4

intangible assets 381, 434–5, 512
methods 363, 460, 482–3, 496, 509,

531–42
derecognition, financial instruments

310–11, 317, 425–7
derivatives 317, 349–51, 403–4, 424–7,

469, 509–10, 527–42, 561, 566–70,
574, 595–605

see also caps; financial instruments;
floors; forward . . . ; futures . . . ;
options; swaps

definition 424

embedded derivatives 349, 424–7,
527–42

Nokia Corporation 527–42, 561,
566–70, 574, 595–605

despatch notes 131–4
detection risk 28–30, 33, 50–61, 107–8,

112, 179, 182–3, 188–9
see also non-sampling . . .
definition 29, 107, 183, 188

Deutsche Telekom 557
development costs, intangible assets 313
difference error-projection method,

concepts 186–7
diluted earnings per share 409–10, 469,

518, 538–42, 587–8
definition 409
IAS 33 ‘Earnings Per Share’ 409–10,

469
direct/indirect controls, internal control

systems 130
direct/indirect methods, statements of

cash flow for the period 360–2
directional testing, concepts 157–60
directors 1–6, 26–33, 35–8, 50–61, 70–8,

231–7, 392–6, 411–12, 434,
449–53, 455, 459, 464, 468, 475–7,
483–4, 490–1, 492–3, 501–4, 516,
576–86, 590–2, 607–15

see also clients; management . . . ;
written representations

loans 434
Nokia Corporation 576–86, 590–4
related parties 203–11, 392–6, 434,

464, 516, 590–2
remuneration 26, 177–8, 216–17,

450–3, 455, 464, 468, 483–4, 494,
497, 591–2, 611

responsibilities 1, 36–8, 50–1, 98, 171,
192, 196, 221–2, 232–7, 259–60,
261–3, 280, 411–12, 453–4, 476,
477, 492–3, 503, 504, 607, 608–9,
610, 611, 613, 614–15

directors’ reports 280–2, 449–51, 455,
459, 475–7, 492–3, 501–3, 609

directors’ transactions 434, 450–3,
490–1

disagreements
see also adverse . . . ; disclaimed . . . ;

qualified . . .
concepts 266–8

disclaimed auditor opinions 139, 171–2,
226–30, 258–63, 265–8, 289, 295

definition 262, 267
illustration 267, 289

disclosures
accounting policies 357–8, 526–42
fair value 200–1
going concern principle 221–30,

356–8
IAS 24 ‘Related Party Disclosures’ 75,

203, 233, 302, 392–6, 434, 464,
469, 490–1, 501, 516

IAS 32 ‘Financial Instruments:
Presentation and Disclosure’ 336,
345, 402–4, 423, 427, 526–42

IFRS 1 ‘First-Time Adoption of IFRS’
310–12, 336–7
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disclosures (cont.)
IFRS 3 ‘Business Combinations’

339–40, 399, 541–2
IFRS 7 ‘Financial Instruments:

Disclosure’ 345–6, 402, 420,
526–42, 598

illustrative financial statements
445–605

intangible assets 418–19
ISA 501 (redrafted) ‘Audit Evidence

Regarding Specific Financial
Statement Account Balances and
Disclosures’ 10, 157–63

ISA 540 (revised and redrafted)
‘Auditing Accounting Estimates,
Including Fair Value Accounting
Estimates, and Related Disclosures’
7, 8, 10, 30, 161, 191–201

related parties 75, 150, 203, 207–11,
233, 302, 392–6, 434, 464, 469,
490–1, 501, 516

discontinued operations
definition 344
IFRS 5 ‘Non-Current assets Held for

Sale and Discontinued Operations’
343–4

discounting
deferred taxes 369, 372–3
impairment of assets 551–3
measurement of shares 319

discussions 50, 51, 61, 93–4, 111
disposals, non-current assets 56, 511,

521–6, 563–5, 572–4
dividends 98–9, 207, 218, 318, 349–51,

382–3, 399–400, 404, 405–10,
449–50, 475–6, 485, 491, 501, 502,
522–6, 532–42, 560–1, 590–3

audit tests 433–4
revenue recognition 382–3, 529–42

Dodgy Inc. 161
Dopplr Oy 554
dormant entities 209

earnings management, concepts 49–50,
53–4

earnings per share 404–10, 446, 469,
518, 538–42, 587–8

concepts 404–10
definition 404–5
diluted earnings per share 409–10,

469, 518, 538–42, 587–8
IAS 33 ‘Earnings Per Share’ 307,

404–10, 469
multiple changes in capital during a

reporting period 409
Nokia Corporation 518, 538–42,

587–8
EBITDA 381
effective interest method, concepts

421–7
electronic audit documentation 46,

166
elements, financial statements 11,

287–90, 303–5
embedded derivatives

concepts 349, 424–7, 527–42
definition 424

‘emphasis of matter’ paragraphs 10, 11,
215, 228, 269–71, 285, 288, 330–1,
607, 608–9, 613–14

definition 269
illustrative auditors’ reports 228, 270,

607, 608–9, 613–14
ISA 706 (revised and redrafted)

‘Emphasis of Matter Paragraphs and
Other Matter(s) Paragraphs in the
Independent Auditor’s Report’ 10,
11, 228, 263, 269–71, 607, 608–9

employee benefits 312, 335, 337–9,
383–7, 396–7, 452–3, 459, 460–1,
468, 473–4, 483–4, 497, 530–42,
546–50, 577–86, 592

see also pension schemes; retirement
benefits

IAS 19 ‘Employee Benefits’ 262,
383–7

IAS 26 ‘Accounting and Reporting
by Retirement Benefit Plans’
396–7

types 383–7, 396–7, 452–3
employee fraud

see also fraud
concepts 49–61, 100
definition 49–50

employee wages and salaries 178, 443–4,
464, 483–4, 510–11

see also human resources
audit tests 443–4
Nokia Corporation 546

engagement partners
see also auditors
concepts 39–43, 240–8, 321–33

engagement performance, quality
controls 321–33

engagement teams, quality controls
40–1, 88–90, 93–4, 321–33

Enpocket Inc. 560
the entity

ISA 315 (redrafted) ‘Obtaining an
Understanding of the Entity and its
Environment and Assessing the
Risk of Material Misstatements’
4–5, 10, 28–32, 47, 51–2, 64, 80–1,
86, 87–8, 91–119, 127, 135–6, 192,
196–7, 204, 240–1, 251

nature 95–6, 136–7
the environment

groups 241–3
ISA 315 (redrafted) ‘Obtaining an

Understanding of the Entity and its
Environment and Assessing the
Risk of Material Misstatements’
4–5, 10, 28–32, 47, 51–2, 64, 80–1,
86, 87–8, 91–119, 127, 135–6, 192,
196–7, 204, 240–1, 251

environmental pollution regulations 65
equity

see also shareholders’ funds
definition 304
statements of changes in equity for the

period 351–8, 411–12, 456
equity instruments, IAS 32 ‘Financial

Instruments: Presentation and
Disclosure’ 402–4, 497, 526–42

equity method of accounting 315,
399–400, 402, 553

equity price risk 470–1, 597–8
equity-settled share-based payments,

concepts 337–9
Ernst and Young 28
errors 1, 37, 49–61, 105, 121–6, 186–9,

302–3, 363–4, 538–42
see also material misstatements
definition 1, 49
difference error-projection method

186–7
IAS 8 ‘Accounting Policies, Changes

in Accounting Estimates and Errors’
363–4, 538–42

projections 125, 186–9
ratio error-projection method 186–7

estimation techniques 7, 10, 30, 161,
191–201, 363–4, 462, 476–7,
538–42

audit planning 192–3
audit procedures 195, 198–201
biases 194
definition 192
depreciation/amortisation 191,

193–201
evidence generation requirements

191–201
fair value 191–201
IAS 8 ‘Accounting Policies, Changes

in Accounting Estimates and Errors’
363–4, 538–42

illustrations 193, 196–8
ISA 540 (revised and redrafted)

‘Auditing Accounting Estimates,
Including Fair Value Accounting
Estimates, and Related Disclosures’
7, 8, 10, 30, 161, 191–201

litigation and claims 191, 194–5
reviews 192–3
subsequent events 194–5, 200–1
testing 192–201
types 191–2, 193–4

Ethical Standards 15–23, 40–3, 170,
244–5, 321–33, 454, 493, 504, 607,
608, 611, 613, 615

see also Auditing Practices Board
ethics

see also independence requirements
for auditors

Code of Ethics for Professional
Accountants 15–23, 39–43, 85, 170,
244–5, 321–33

EU 453–4, 459, 526
events after the reporting period 27,

213–19, 364–5, 474, 501, 503
evidence generation requirements 5–6,

10, 16–23, 27–9, 32, 35–6, 37–8,
41–2, 45–8, 54–5, 66, 106–8,
110–11, 127–34, 145–55, 157–67,
181–9, 191–2, 225–6, 232–7,
267–8, 328–33

see also external confirmations;
inquiry; inspection . . . ;
observance . . . ; recalculations;
reperformed . . . ; substantive
procedures; tests of controls
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audit documentation 134, 154–5,
170–2, 328–33

audit procedures 131–4, 145–55
audit tests 54–61, 157–63, 165–7,

433–44, 609
auditors’ experts 150–2, 158, 198
definition 132, 145–6
directional testing 157–60
estimation techniques 191–201
external confirmations 10, 77, 165–7,

198–9, 227–30
inventories 157–63
ISA 500 (redrafted) ‘Considering the

Relevance and Reliability of Audit
Evidence’ 10, 27–8, 47, 145–55

ISA 501 (redrafted) ‘Audit Evidence
Regarding Specific Financial
Statement Account Balances and
Disclosures’ 10, 157–63

ISA 505 (revised and redrafted)
‘External Confirmations’ 10, 77,
165–7, 198–9

ISA 510 (redrafted) Initial Audit
Engagements — Opening Balances’
10, 77, 86, 169–72, 274–7

litigation and claims 157, 160–2
opening balances 10, 77, 86, 169–72,

274–7
recurring audits 128–9, 148, 274–7
related parties 203–11
segment information 157, 162–3
sources 5, 27–8, 35–6, 41–2, 54–5, 66,

110–11, 127–34, 146–55, 173–4,
181–9

substantive procedures 110–11,
127–34, 173–9

sufficiency/appropriateness
evaluations 27–8, 133–4, 145–55,
225–6

written representations 232–3
year-end inventory counts 104–5,

158–60, 437–9, 610–11
‘except for’ auditors’ opinions,

illustrative auditors’ reports
610–11

exchange difference reserve 335–6
exemptions

auditing 273
IFRS 1 ‘First-Time Adoption of IFRS’

310–12, 335–6
expenses

see also costs
concepts 191, 304, 585–6
definition 304

expertise, definition 254
experts, definitions 253–4
extended warranties, revenue recognition

58, 191
external auditing 2–6, 71–8, 249–50

see also auditing
definition 2
internal auditing 249–50

external confirmations 10, 27–8, 59,
132–4, 146–55, 198–9, 227–30

see also evidence . . .
audit evidence 132–4, 146–55, 198–9,

227–30

evaluations 166–7, 198–9
ISA 505 (revised and redrafted)

‘External Confirmations’ 10, 77,
165–7, 198–9

refusals by management 166–7
external reviews, Code of Ethics for

Professional Accountants 18–19

factoring agreements 98–9
factual misstatements, concepts 142–4,

185–6, 279–82
fair value 7, 8, 10, 191–201, 308, 312,

337–42, 343–4, 348–51, 366–8,
397, 412–15, 420–7, 429–31, 459,
472, 474, 519–20, 522–42, 551–61,
565–9, 572–4

acquisitions 339–42, 558–60
definition 195–6
disclosures 200–1
estimation techniques 191–201
evaluations 197–8
financial instruments 197–8, 308,

316
IAS 36 ‘Impairment of Assets’

412–15, 551–3
IAS 41 ‘Agriculture’ 429–31
IFRS 5 ‘Non-Current assets Held for

Sale and Discontinued Operations’
343–4

IFRS 9 ‘Financial Instruments’
348–51, 420, 565–9

illustrative financial statements 459,
472

ISA 540 (revised and redrafted)
‘Auditing Accounting Estimates,
Including Fair Value Accounting
Estimates, and Related Disclosures’
7, 8, 10, 30, 161, 191–201

models 200
share-based payments 337–9

fair value hedge 426–7, 570
familiarity threats, concepts 18–19,

327
family/close relationships, Code of

Ethics for Professional Accountants
22–3

FASB see Financial Accounting
Standards Board

fees
auditors 2, 6, 21–2, 37–8, 76–7,

463–4, 484, 497, 511
Code of Ethics for Professional

Accountants 21–2
‘lowballing’ fees 21–2

fictitious journal entries, fraud 54
FIFO inventory valuations 496, 531–2
finance leases 54, 118–19, 377–82, 442,

460–1, 467, 470, 482–3, 496–7
definition 377, 442, 496–7
IAS 17 ‘Leases’ 303, 314, 377–82,

442
illustrative financial statements 460–1,

467, 470
Financial Accounting Standards Board

(FASB)
IASB 54, 314, 378–9, 382
lease accounting 314, 378–9, 382

financial assets 308, 402–4, 420–7, 461,
497, 531–42, 565–9, 604–5

IAS 32 ‘Financial Instruments:
Presentation and Disclosure’ 402–4,
423, 427, 526–42

IAS 39 ‘Financial Instruments:
Recognition and Measurement’ 198,
310–11, 420–7, 565–9

financial concept of capital maintenance
304–5

financial credit risk 599–600
see also credit risk

financial instruments 191–2, 197–8, 308,
316, 336, 342, 343, 345–6, 348–51,
398, 402–4, 420–7, 461–2, 469,
476, 483–4, 497, 509–10, 526–42,
565–9

see also derivatives
definition 316, 402–3, 420–2
derecognition 310–11, 317, 425–7
fair value 197–8, 308, 316
FRS 25 ‘Financial Instruments’

509–10
FRS 26 ‘Financial Instruments:

Measurement’ 316, 318
IAS 32 ‘Financial Instruments:

Presentation and Disclosure’ 336,
345, 402–4, 423, 427, 526–42

IAS 39 ‘Financial Instruments:
Recognition and Measurement’ 198,
303, 308, 310–11, 336, 342, 343,
348–51, 398, 420–7, 526–42,
565–9

IFRS 7 ‘Financial Instruments:
Disclosure’ 345–6, 402, 420,
526–42, 598

IFRS 9 ‘Financial Instruments’
348–51, 398, 420–1, 427, 541–2

Nokia Corporation 509–10, 526–42,
565–70

types 197–8, 308, 402–3, 461,
509–10

financial issues, going concern principle
221–2, 354–5

financial liabilities 308, 402–4, 421–7,
461–2, 497, 533–42, 565–9

IAS 32 ‘Financial Instruments:
Presentation and Disclosure’ 402–4,
526–42

IAS 39 ‘Financial Instruments:
Recognition and Measurement’
310–11, 421–7

financial performance, measurement and
review 98–9

financial ratios 175, 178–9, 186–7, 280
Financial Reporting Council in the

United Kingdom. Going Concern
and Liquidity Risk: Guidance for
Directors of UK Companies 2009
354

Financial Reporting Standard for Smaller
Entities (FRSSE) 308–19, 354, 356,
372, 493–501, 611–12

financial reviews, illustrative financial
statements 445

financial statement risk, concepts 28–30,
107–8, 112, 113–14
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financial statements 11, 207, 221–2,
229–305, 310–12, 351–8, 445–605

see also balance sheets; IAS . . . ;
IFRS . . . ; income statements;
interim reports; ISA . . . ; notes . . . ;
statements of . . .

accruals basis of accounting 301–5
audit features 4–5, 26–33
contents 207, 299–305, 351–8
elements 11, 287–90, 303–5
Framework for the Preparation and

Presentation of Financial
Statements (IASB) 299–305

going concern principle 28, 65, 109,
118–19, 150, 221–30, 301–5,
353–8, 453–4, 459, 476, 503, 517,
613–14

IAS 1 ‘Presentation of Financial
Statements’ 221–2, 351–8, 526–42

IFRS 1 ‘First-Time Adoption of IFRS’
310–12, 335–7

IFRS for SMEs 307–19
illustrative audit tests 433–44
illustrative financial statements 300–5,

445–605
Nokia Corporation 518–605
objectives 299–301
presentation 221–2, 299–305, 351–8,

526–42
qualitative characteristics 301–5
related party disclosures 75, 150, 203,

207–11, 392–6, 464, 469, 490–1
special purpose financial statements

11, 283–5
subsequent events 10, 147–8, 150,

194–5, 200–1, 213–19, 243–4,
364–5, 474, 501, 503

underlying assumptions 301–5
financing activities, statements of cash

flow for the period 360–2, 458, 480,
481, 507–8, 520–6, 593–4

financing sources 115
finite useful lives, intangible assets

419–20
Finnish accounting legislation 526
fire regulations 65
floors 424–7
Folicent Manufacturing Inc. 214
forecasts 354–5, 363–4

see also estimation . . .
foreign exchange options 570
foreign exchange rates 389–90, 400,

426–7, 460, 463–4, 469–70, 482–3,
496, 522–42, 561, 575–6, 595–6

foreign exchange risk 469–70, 595–8
forward contracts 424–7, 534–6, 570
forward rate agreements 424–7, 534
Framework for the Preparation and

Presentation of Financial
Statements (IASB) 299–305

fraud 1–6, 10, 28–30, 37, 49–61, 76, 80,
93–4, 100, 104–5, 123–4, 139–40,
150, 166–7, 235–7, 454, 492, 493,
503, 615

see also material misstatements
characteristics 52–4
communication matters 60–1, 150, 235

concepts 1–6, 28–30, 49–61, 76, 80,
100, 139–40, 150, 166

definition 1, 30, 49
discussions 50, 51, 61, 111
employee fraud 49–61, 100
ISA 240 (redrafted) ‘The Auditor’s

Responsibility to Consider Fraud in
an Audit of Financial Statements’
10, 49–61, 93–4, 110, 166, 237

management fraud 49–61
misappropriation of assets 52–61
revenue recognition 53–4, 55–61
risk assessments 50–61, 166–7
third party service organisations

139–40
types 49–50, 52–4
written representations 235–7

fraudulent financial reporting
concepts 52–61
definition 53–4

FRS 2 ‘Accounting for Subsidiary
Undertakings’ 316

FRS 5 ‘Reporting the Substance of
Transactions’ 55–6, 317

FRS 6 ‘Acquisitions and Mergers’
314–15

FRS 8 ‘Related Party Disclosures’
434

FRS 9 ‘Associates and Joint Ventures’
315, 316

FRS 10 ‘Goodwill and Intangible Assets’
193, 313–14, 435

FRS 12 ‘Provisions, Contingent
Liabilities and Contingent Assets’
133, 370

FRS 15 ‘Tangible Fixed Assets’ 312–13,
318, 436

FRS 19 ‘Deferred Tax’ 315, 369–70,
374, 509

FRS 25 ‘Financial Instruments’ 316,
509–10

FRS 26 ‘Financial Instruments:
Measurement’ 316, 318

FRSSE see Financial Reporting Standard
for Smaller Entities

functional currency, IAS 21 ‘The Effects
of Changes in Foreign Exchange
Rates’ 390, 529–42

fundamental principles, Code of Ethics
for Professional Accountants 15–17,
20, 321–33

futures contracts 534, 570
FX . . . see foreign exchange . . .

GAAP 86, 193–4, 197–8, 244, 270, 281,
309, 310–19, 335–6, 345, 356,
369–70, 474–517, 607–15

see also FRS . . .
alternative GAAP 244
IFRS for SMEs 312–19

Gabriella Industries Inc. 233, 302
general controls, information systems

105–6
Germany, Nokia Corporation 545, 546,

554, 594
gifts/hospitality problems, Code of Ethics

for Professional Accountants 22

going concern principle 28, 65, 109,
118–19, 150, 221–30, 301–5,
353–8, 453–4, 459, 476, 503, 517,
613–14

assessment considerations 65, 221–30,
354–6

audit procedures 226–30
auditors’ opinions 226–30
definition 221–2, 301
disclosures 221–30, 356–8
evaluations of management

assessments 225
external factors 221–2, 354–5
financial issues 221–2, 354–5
groups 244
IAS 1 ‘Presentation of Financial

Statements’ 221–2, 353–8
illustrations 224, 228–30
inappropriate basis 228–9
information systems 227
ISA 570 (redrafted) ‘Going Concern’

9, 10, 28, 221–30, 237
managerial/operational issues 221–2,

354–5
material uncertainties 227–30, 356–8
period of review 223, 355–6
preliminary assessments 223–5
refusals by management 229–30
written representations 224–6, 235

goods or services, share-based payments
337–9, 541–2

goodwill 96, 193, 313–14, 318–19, 335,
339–42, 352–8, 399–400, 413–15,
417, 419–20, 435, 518, 519,
528–42, 551–60, 562–3

estimation techniques 193–4
FRS 10 ‘Goodwill and Intangible

Assets’ 193, 313–14, 435
negative goodwill 318–19

governance contrasts, management
73–4

government grants/assistance 357,
372–3, 388–9, 430–1, 460–1, 463–4

definitions 388
IAS 20 ‘Accounting for Government

Grants and Disclosure of
Government Assistance’ 357,
388–9, 430, 526–42

IAS 41 ‘Agriculture’ 430–1
SSAP 4 ‘Accounting for Government

Grants’ 372–3
‘gross’ concept, auditing thresholds’

table 2–3
Groupco Limited, illustrative financial

statements 501–17
groups 2–3, 7–8, 10, 48, 203–11,

239–48, 314–15, 339–42, 392–6,
501–17, 526–605, 613–14

see also business combinations; parent
companies; subsidiaries

alternative GAAP 244
audit completion procedures 247–8
audit planning 245–8
communications 244–5, 247–8
concepts 239–48
the environment 241–3
going concern principle 244
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IAS 27 ‘Consolidated and Separate
Financial Statements’ 2, 193, 240,
310–11, 397–9, 541–2

ISA 600 (revised and redrafted) ‘The
Audit of Group Financial
Statements’ 7–8, 10, 48, 239–48

materiality 243–8
subsequent events 243–4

haphazard non-statistical sampling,
concepts 183–5

harvested products, IAS 41 ‘Agriculture’
429–31

hazard risks, Nokia Corporation 605
Health and Safety at Work Act 63, 65,

67–8
hedge accounting 310–11, 317–18,

426–7, 524, 527–42, 550, 561, 570,
595–605

definition 317–18, 424, 534–6
IAS 39 ‘Financial Instruments:

Recognition and Measurement’
310–11, 426–7, 534–42

types 426–7, 534–6, 570
hedge of a net investment in a foreign

operation, definition 427, 536
held-to-maturity assets 197–8, 308, 348,

351, 420–7
hire purchase 314, 379, 442, 481, 482–4,

487–91, 496–7, 509, 511–17
see also leases

historic cost basis 200, 316, 362–4, 376,
459, 479, 486–7, 495–6, 526

history of auditing 1–6
Holandos Inc. 216–17
‘hot’ file reviews 19, 43, 154–5, 327, 332
Huano Technology Co., Ltd 554
human resources 100–5, 114–15, 321–33

see also employee . . .
quality controls 321–33
segregation of duties 100–5, 114–15

hybrid contracts 349–51, 424–7
definition 424
IFRS 9 ‘Financial Instruments’

349–51
hyperinflationary economies

definition 400
IAS 29 ‘Financial Reporting in

Hyperinflationary Economies’
400–1

IAASB see International Auditing and
Assurance Standards Board

IAS 1 ‘Presentation of Financial
Statements’ 221–2, 351–8, 526–42

IAS 2 ‘Inventory’ 358–9, 438
IAS 7 ‘Statement of Cash Flows’ 359–62
IAS 8 ‘Accounting Policies, Changes in

Accounting Estimates and Errors’
345, 362–4, 538–42

IAS 10 ‘Events After the Reporting
Period’ 27, 213, 216–19, 364–5, 501

IAS 11 ‘Construction Contracts’ 56–7,
95, 365–8, 527–42

IAS 12 ‘Income Taxes’
concepts 368–74
proposed changes 373–4

IAS 16 ‘Property, Plant and Equipment’
303–4, 374–7, 381, 384, 436

IAS 17 ‘Leases’ 303, 314, 377–82, 442
existing requirements 379
proposed requirements 379–82

IAS 18 ‘Revenue’ 55–6, 303, 350,
382–3, 527–42

IAS 19 ‘Employee Benefits’ 262, 383–7,
541–2

IAS 20 ‘Accounting for Government
Grants and Disclosure of
Government Assistance’ 357,
388–9, 430, 526–42

IAS 21 ‘The Effects of Changes in
Foreign Exchange Rates’ 389–90,
426–7, 529–42

IAS 23 ‘Borrowing Costs’ 391–2,
526–42

IAS 24 ‘Related Party Disclosures’ 75,
119, 150, 203, 233, 302, 392–6,
434, 464, 469, 516

IAS 26 ‘Accounting and Reporting by
Retirement Benefit Plans’ 396–7

IAS 27 ‘Consolidated and Separate
Financial Statements’ 2, 193, 240,
310–11, 397–9, 541–2

IAS 28 ‘Investments in Associates’ 392,
399–400, 553, 565

IAS 29 ‘Financial Reporting in
Hyperinflationary Economies’
400–1

IAS 31 ‘Interests in Joint Ventures’ 392,
401–2

IAS 32 ‘Financial Instruments:
Presentation and Disclosure’ 336,
345, 402–4, 423, 427, 526–42

see also IAS 39 . . . ; IFRS 7 . . .
overview 402–4

IAS 33 ‘Earnings Per Share’ 307,
404–10, 469

IAS 34 ‘Interim Financial Reporting’
307, 410–12

IAS 36 ‘Impairment of Assets’ 375,
412–15, 419, 551–3

IAS 37 ‘Provisions, Contingent
Liabilities and Contingent Assets’
26–7, 133, 150, 161, 216–17, 303,
415–17, 442–3

IAS 38 ‘Intangible Assets’ 377, 381,
417–20, 462

IAS 39 ‘Financial Instruments:
Recognition and Measurement’ 198,
303, 308, 310–11, 336, 342, 343,
348–51, 398, 420–7, 526–42, 565–9

see also IAS 32 . . . ; IFRS 9 . . .
overview 420–7

IAS 40 ‘Investment Property’ 427–8, 436
IAS 41 ‘Agriculture’ 428–31
IASB see International Accounting

Standards Board
IASs 335–431

see also IFRS . . .
IBA see Industrial Buildings Allowance
IFAC see International Federation of

Accountants
IFRIC 4 ‘Determining Whether an

Arrangement Contains a Lease’ 311

IFRIC 9 ‘Reassessment of Embedded
Derivatives’ 527

IFRIC 11 ‘IFRS 2 Group and Treasury
Share Transactions’ 342, 541–2

IFRIC 13 ‘Customer Loyalty Programs’
527–42

IFRIC 14 ‘Minimum Funding
Requirements’ 541–2

IFRIC 15 ‘Agreements for the
Construction of Real Estate’
527–42

IFRIC 16 ‘Hedges of a Net Investment in
a Foreign Operation’ 527–42

IFRIC 19 ‘Extinguishing Financial
Liabilities with Equity Instruments’
542

IFRS 1 ‘First-Time Adoption of IFRS’
310–12, 335–7

disclosures 310–12, 336–7
exemptions 310–12, 335–6

IFRS 2 ‘Share-Based Payment’ 337–9,
446, 526–42

IFRS 3 ‘Business Combinations’ 96,
193, 339–42, 398, 399, 417, 419,
435, 541–2

amendments 340–2, 541
disclosures 339–40, 541–2
overview 339–42

IFRS 4 ‘Insurance Contracts’ 307, 342–3
IFRS 5 ‘Non-Current assets Held for

Sale and Discontinued Operations’
307, 343–4

IFRS 6 ‘Exploration for and Evaluation
of Mineral Resources’ 344–5

IFRS 7 ‘Financial Instruments:
Disclosure’ 345–6, 402, 420,
526–42, 598

see also IAS 32 . . . ; IAS 39 . . .
overview 345–6

IFRS 8 ‘Operating Segments’ 162–3,
307, 346–7, 440, 462–3

IFRS 9 ‘Financial Instruments’ 348–51,
398, 403–4, 420–1, 427, 541–2

see also IAS 39 . . .
IFRSs 4, 26, 36, 76, 94–5, 97, 161, 192,

198, 204, 299–305, 307–19,
335–431, 445–605, 614–15

see also IAS . . .
overview 335–431
for SMEs 307–19

illustrative audit tests 433–44
illustrative auditors’ reports 607–15
illustrative financial statements 300–5,

445–605
impairment of assets 375, 412–15, 419,

460, 462, 471, 480, 482–4, 509,
518, 528–45, 551–3, 563

see also recoverable amount
definition 412–13
discount rates 551–3
IAS 36 ‘Impairment of Assets’ 375,

412–15, 419
indicators 413
intangible assets 413–15, 551–3, 563
Nokia Corporation 518, 528–45,

551–3, 563–4
recognition 413–15
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impairment of financial assets, IAS 39
‘Financial Instruments: Recognition
and Measurement’ 310–11, 350–1,
551–3

imprest system, petty cash 441
income, definition 304
income statements

analytical procedures 175–6
Framework for the Preparation and

Presentation of Financial
Statements (IASB) 300–5

IAS 1 ‘Presentation of Financial
Statements’ 221–2, 351–8

IAS 33 ‘Earnings Per Share’ 410
IAS 34 ‘Interim Financial Reporting’

411–12
IFRS 1 ‘First-Time Adoption of IFRS’

310–12, 335–7
IFRS 2 ‘Share-Based Payment’ 337–9,

446, 541–2
IFRS 5 ‘Non-Current assets Held for

Sale and Discontinued Operations’
343–4

IFRS 9 ‘Financial Instruments’
349–51

illustrative financial statements 455–6,
460, 478, 494, 505, 511, 517,
543–605

Nokia Corporation 518–605
income taxes 368–74, 465, 536–42,

561–2
inconsistency, definition 279
indefinite/finite useful lives, intangible

assets 419–20
independence in appearance, definition

5–6
independence of mind, definition 5
independence requirements for auditors

see also ethics
concepts 4–6, 15–23, 76–7, 85,

322–33
definition 5–6, 326–7
threats 6, 17–19, 23, 326–7

indirect controls, internal control systems
130

indirect method, statements of cash flow
for the period 360–2

Industrial Buildings Allowance (IBA),
concepts 371–2

inflation
estimation techniques 195
IAS 29 ‘Financial Reporting in

Hyperinflationary Economies’
400–1

influence aspects, IAS 24 ‘Related Party
Disclosures’ 203, 392–6, 434,
527–8

information systems 103–6, 109, 129,
136, 197, 227

application controls 105–6
control environment 103–6
general controls 105–6
going concern principle 227
ISA 402 (revised and redrafted) ‘Audit

Considerations Relating to an Entity
Using a Third Party Service
Organisation’ 10, 135–40, 197

inherent risk
concepts 29–30, 107–8, 112, 179, 183,

188
definition 29, 107–8

input data, application controls 105
inquiry, evidence sources 146–8
insignificant deficiencies, internal control

systems 82–3, 248
inspection procedures 92–3, 146–7, 199

see also evidence . . .
insurance contracts 307, 312, 342–3

definition 342
IFRS 4 ‘Insurance Contracts’ 307,

342–3
risk management 605

intangible assets 313–14, 377, 381,
413–15, 417–20, 434–5, 459, 463,
479, 481, 484–5, 506–17, 519,
528–42, 551–60, 562–5

see also goodwill; licences; patents
audit tests 434–5, 609
definition 417
depreciation 381, 434–5, 512
development costs 313
disclosures 418–19
estimation techniques 193–4
FRS 10 ‘Goodwill and Intangible

Assets’ 193–4, 313–14, 435
IAS 38 ‘Intangible Assets’ 377, 381,

417–20, 462
illustrative audit tests 434–5
impairment of assets 413–15, 551–3,

563
indefinite/finite useful lives 419–20
Nokia Corporation 519, 528–42,

551–60, 562–5
notes to the financial statements

418–19, 459, 463, 551–60
revaluations 314

integrity requirements, Code of Ethics
for Professional Accountants 15–16,
40–3, 85, 322–33

intellectual property rights (IPRs) 537,
539–42, 586–7

interest payments 382–3, 444, 462,
464–5, 467, 471–2, 478, 481,
484–5, 494, 501, 521, 529–42

interest rate risk 462, 471, 596–8
interest rate swaps 534, 570
interim reports

see also financial statements
definition 410–11
IAS 34 ‘Interim Financial Reporting’

307, 410–12
IFRS 1 ‘First-Time Adoption of IFRS’

310–12, 336–7
minimum content requirements 411

internal auditing 2–3, 10, 249–52, 288
definition 2, 249
external auditing 249–50
ISA 610 (redrafted) ‘The Auditor’s

Consideration of the Internal Audit
Function’ 10, 249–52, 288

internal auditors 249–52
audit documentation 251–2
communications 249, 251–2
definition 249

internal control systems 5–6, 8, 29–30,
37–8, 49–51, 76, 79–84, 94–5,
99–105, 127–34, 137–40, 249–52

see also control risk; internal audit . . . ;
tests of controls

communications 5, 7, 8–9, 10, 13, 32,
76, 77, 79–84, 111–12

concepts 5–6, 8, 29–30, 37–8, 76,
94–5, 99–105, 127–34, 137–40

deficiencies 5, 7, 8–9, 10, 13, 32, 76,
77, 79–84, 99–105

definition 99–100
direct/indirect controls 130
insignificant deficiencies 82–3, 248
ISA 265 ‘Communicating Deficiencies

in Internal Control to those Charged
with Governance and Management’
5, 7, 8–9, 10, 13, 32, 77, 79–84,
111–12, 210–11, 331

limitations 100, 123–4
material weaknesses 76, 79–84,

99–105, 329–33
operational effectiveness 127–34,

137–40, 249–52
responsible persons 80–1, 106

International Accounting Standards
Board (IASB) 54, 177, 205,
299–305, 307–19, 336, 378–9, 382,
436, 526–7, 542

see also IAS . . . ; IFRS . . .
FASB 314, 378–9, 382
Framework for the Preparation and

Presentation of Financial
Statements 299–305

IAS 12 proposals 373
IFRS adopters 336
lease accounting 314, 378–9, 382

International Auditing and Assurance
Standards Board (IAASB) 7, 11–13,
79, 83, 124, 195, 332

International Federation of Accountants
(IFAC)

Code of Conduct 5–6
Code of Ethics for Professional

Accountants 15–23, 326
International Standards on Auditing

(ISAs) 1–6, 7–13, 31–3, 37–8,
321–3, 328–33, 454, 504, 607,
608–9

see also Auditing Practices Board;
ISA . . .

auditing in accordance with ISAs 31
Clarified ISAs 7–13, 31–3, 79, 83, 195
communication-requirements list of

ISAs 77–8
concepts 1–6, 7–13, 31–3, 37–8, 321–3
departures 48
effective dates 13, 31
redrafted/revised versions’ overview

7–13
‘should’/‘shall’ changes 12, 13, 31–3

intimidation threats, concepts 18–19
inventories 56–7, 104–5, 118–19, 150,

157–63, 170–2, 191, 235–7,
315–16, 358–9, 365, 437–9, 457,
461–2, 466, 479–80, 482–3, 487,
495, 496, 506–17, 519–605, 610–11
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attendance at inventory counts 158–60,
171–2, 438–9

audit tests 157–63, 437–9, 610–11
AVCO inventory valuations 482
control environment 104–5
directional testing 157–60
evidence generation requirements

157–63
FIFO inventory valuations 496, 531–2
IAS 2 ‘Inventory’ 358–9, 438
illustrative audit tests 437–9
ISA 501 (redrafted) ‘Audit Evidence

Regarding Specific Financial
Statement Account Balances and
Disclosures’ 157–63

LIFO inventory valuations 315–16,
438

net realisable value 358–9, 365,
461–2, 531–42

Nokia Corporation 571
opening balances 170–2
third party service organisations 159
valuations 150, 157–63, 170–2, 235,

315–16, 358–9, 365, 438, 461–2,
482–3, 496, 509, 531–42, 571–2

year-end counts 104–5, 158–60,
437–9, 610–11

investing activities, statements of cash
flow for the period 360–2, 458, 480,
481, 507–8, 521–6, 593–4

investment properties
definition 427
IAS 40 ‘Investment Property’ 427–8,

436
investment tax credits 373
investments 392, 399–400, 427–8,

436–7, 498–501, 506–17, 553,
560–1

audit tests 436–7
illustrative audit tests 436–7

investments in associates 392, 399–400,
553, 565

invoices 55–61, 82–3, 98–102, 129–34,
439–40, 441–2

ISA 200 (revised and redrafted) ‘Overall
Objective of the Independent
Auditor, and the Conduct of an
Audit in Accordance with ISAs’ 10,
26–33, 287–8

auditing in accordance with ISAs 31
concepts 26–33, 123–4, 287–8

ISA 210 (redrafted) ‘Agreeing the Terms
of Audit Engagements’ 10, 35–8,
85, 284

ISA 220 (redrafted) ‘Quality Control for
an Audit of Financial Statements’
10, 39–43, 85, 240, 247

ISA 230 (redrafted) ‘Audit
Documentation’ 10, 45–8, 110–11,
134, 155

ISA 240 (redrafted) ‘The Auditor’s
Responsibility to Consider Fraud in
an Audit of Financial Statements’
10, 49–61, 77, 93–4, 110, 166,
237

ISA 250 (redrafted) ‘The Auditor’s
Responsibilities Related to Laws

and Regulations in an Audit of
Financial Statements’ 10, 63–8, 77,
237

ISA 260 (revised and redrafted)
‘Significant Difficulties’ 9, 10,
69–78, 111–12, 126, 247, 330–1

ISA 265 ‘Communicating Deficiencies in
Internal Control to those Charged
with Governance and Management’
5, 7, 8–9, 10, 13, 32, 77, 79–84,
111–12, 210–11, 331

ISA 300 (redrafted) ‘Planning an Audit
of Financial Statements’ 4–5, 10,
85–90, 91, 241–2

ISA 315 (redrafted) ‘Obtaining an
Understanding of the Entity and its
Environment and Assessing the
Risk of Material Misstatements’

concepts 4–5, 10, 28–32, 47, 51–2, 64,
80–1, 86, 87–8, 91–119, 127,
135–6, 192, 196–7, 204, 240–1, 251

planning notes 111–19
ISA 320 (revised and redrafted)

‘Materiality in Planning and
Performing an Audit’ 10, 121–6,
141–2

see also ISA 450 . . .
ISA 330 (redrafted) ‘The Auditor’s

Procedures in Response to Assessed
Risks’ 10, 32, 88, 101–2, 110,
127–34, 138, 193–4

ISA 402 (revised and redrafted) ‘Audit
Considerations Relating to an Entity
Using a Third Party Service
Organisation’ 10, 135–40, 197

ISA 450 ‘Evaluation of Misstatements
Identified During the Audit’ 7, 9,
10, 32–3, 77, 121–6, 141–4, 237

see also ISA 320 . . .
ISA 500 (redrafted) ‘Considering the

Relevance and Reliability of Audit
Evidence’ 10, 27–8, 47, 145–55

ISA 501 (redrafted) ‘Audit Evidence
Regarding Specific Financial
Statement Account Balances and
Disclosures’ 10, 157–63, 237

ISA 505 (revised and redrafted)
‘External Confirmations’ 10, 77,
165–7, 198–9

ISA 510 (redrafted) Initial Audit
Engagements — Opening Balances’
10, 77, 86, 169–72, 274–7

ISA 520 (redrafted) ‘Analytical
Procedures’ 10, 173–9

ISA 530 (redrafted) ‘Audit Sampling’ 9,
10, 181–9

ISA 540 (revised and redrafted)
‘Auditing Accounting Estimates,
Including Fair Value Accounting
Estimates, and Related Disclosures’
7, 8, 10, 30, 161, 191–201

ISA 550 (revised and redrafted) ‘Related
Parties’ 8, 10, 77, 96, 203–11, 237

ISA 560 (redrafted) ‘Subsequent Events’
10, 77, 200, 213–19, 237, 270, 296

ISA 570 (redrafted) ‘Going Concern’ 9,
10, 28, 77, 221–30, 237

ISA 580 (revised and redrafted) ‘Written
Representations’ 10, 231–7

ISA 600 (revised and redrafted) ‘The
Audit of Group Financial
Statements’ 7–8, 10, 48, 70,
239–48, 288

ISA 610 (redrafted) ‘The Auditor’s
Consideration of the Internal Audit
Function’ 10, 249–52, 288

ISA 620 (revised and redrafted) ‘Using
the Work of an Auditor’s Expert’
10, 32, 88–9, 146, 151, 158, 198,
253–5

ISA 700 (redrafted) ‘The Independent
Auditor’s Report on a Complete Set
of General Purpose Financial
Statements’ 10, 11, 47, 125–6,
257–63, 284–5, 288, 607

ISA 705 (revised and redrafted)
‘Modifications to the Opinion in the
Independent Auditor’s Report’ 77,
139, 159, 162, 263, 265–8, 607

ISA 706 (revised and redrafted)
‘Emphasis of Matter Paragraphs and
Other Matter(s) Paragraphs in the
Independent Auditor’s Report’ 10,
11, 77, 228, 263, 269–71, 607,
608–9

ISA 710 (redrafted) ‘Comparative
Information, Corresponding Figures
and Comparative Financial
Statements’ 11, 77, 237, 270,
273–7, 296

ISA 720 (redrafted) ‘The Auditor’s
Responsibility in Relation to Other
Financial Information in Documents
Containing Audited Financial
Statements’ 11, 77, 270, 279–82

ISA 800 (revised and redrafted) ‘Special
Considerations — Audits of
Financial Statements Prepared in
Accordance with Special Purpose
Frameworks’ 11, 283–5

ISA 805 (revised and redrafted) ‘Special
Considerations — Audits of Single
Financial Statements and Specific
Elements, Accounts or Items of a
Financial Statement’ 11, 287–90

ISA 810 ‘Engagements to Report on
Summary Financial Statements’ 11,
291–8

ISAs see International Standards on
Auditing

ISO 9001 106, 445, 448
ISQC 1 (redrafted) ‘Quality Control for

Firms that Perform Audits and
Reviews of Financial Statements,
and Other Assurance and Related
Service Engagements’ 7, 11, 39–43,
48, 321–33

see also quality controls

joint ventures 203–11, 239–48, 312, 315,
318, 392–6, 401–2

definition 401
FRS 9 ‘Associates and Joint Ventures’

315, 316
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joint ventures (cont.)
IAS 24 ‘Related Party Disclosures’

203, 392–6
IAS 31 ‘Interests in Joint Ventures’

392, 401–2
types 401–2

journal, the 54, 148
judgement-selection non-statistical

sampling, concepts 183–5
judgemental misstatements, concepts

142–4, 185–6

key performance indicators 280–2, 449
Kingston Cotton Mill case (1896) 1
KPMG 217

Lakeside Clothing Inc. 129
Lakeside Engineering Inc. 36–8, 64–5
leadership responsibilities within audit

firms, quality controls 321–33
leases 54, 118–19, 303, 311–12, 314,

377–82, 442, 460–1, 463–4, 466–7,
470, 472, 482–91, 496–7, 500,
509–17, 531–42, 589–90

see also finance . . . ; hire purchase;
operating . . .

audit tests 54, 442
IAS 17 ‘Leases’ 303, 314, 377–82, 442
illustrative audit tests 442
illustrative financial statements 463–4,

466–7, 470, 482–91
Nokia Corporation 531–42, 589–90
‘right of use’ model 380–2
types 377, 460, 496–7

legal contingencies, Nokia Corporation
540

letters of engagement 21–2, 36–8, 331–2
letters of representation

see also written representations
concepts 74–6

liabilities
see also contingent . . . ; current . . .
definition 304, 379
IAS 1 ‘Presentation of Financial

Statements’ 352–8
IAS 12 ‘Income Taxes’ 368–74
IAS 17 ‘Leases’ 303, 314, 377–82, 442
IFRS 1 ‘First-Time Adoption of IFRS’

310–12, 335–7
IFRS 4 ‘Insurance Contracts’ 307,

342–3
licences 435, 463, 482, 484–5, 530–42,

554–60
LIFO inventory valuations 315–16, 438
limitations, auditing 2–3, 30, 123–4, 145,

170–2, 191–2, 265–8
liquidity risk 109, 346, 354, 471, 601–5
listed clients

AIM 94–5
communications 76–8, 83–4

litigation and claims
estimation techniques 191, 194–5
ISA 501 (redrafted) ‘Audit Evidence

Regarding Specific Financial
Statement Account Balances and
Disclosures’ 157, 160–2

loans 118–19, 308, 420–7, 434, 467, 481,
484–5, 488–91, 499–501, 520–605

directors 434
IAS 39 ‘Financial Instruments:

Recognition and Measurement’
420–7

Lopez, Lord Justice 1
loss-making contracts, IAS 11

‘Construction Contracts’
366–8

‘lowballing’ fees 21–2
Lucas Inc., illustrative financial

statements 445–74

management
see also directors
experts 254
going concern principle 221–2,

354–5
governance contrasts 73–4

management fraud
see also fraud
concepts 49–61
definition 49–50

management representation letters see
letters of representation

manipulation of financial statements see
earnings management

Marchant Home Products 229
market risk 346, 595–8
material misstatements 1–13, 16–23,

26–32, 37–8, 47, 49–53, 64, 75–6,
80–4, 86, 87–8, 91–119, 121–6,
127–34, 141–4, 160–3, 169–72,
174–9, 185–9, 193–4, 203–11, 245,
329–33

see also errors; fraud
assertion level 28–9, 33, 108–9,

127–34
communications 126, 143–4, 276–7,

329–33
definition 141, 142–3
detection risk 28–30, 33, 50–61,

107–8, 112, 179, 182–3, 188–9
effects 124–5
ISA 315 (redrafted) ‘Obtaining an

Understanding of the Entity and its
Environment and Assessing the
Risk of Material Misstatements’
4–5, 10, 28–32, 47, 51–2, 64, 80–1,
86, 87–8, 91–119, 127, 135–6, 204,
240–1

ISA 320 (revised and redrafted)
‘Materiality in Planning and
Performing an Audit’ 10, 121–6,
141–2

ISA 450 ‘Evaluation of Misstatements
Identified During the Audit’ 7, 9,
10, 32–3, 121–6, 141–4, 237

prior-period uncorrected
misstatements 143–4

related parties 203–11
risk assessments 4–5, 10, 28–32, 37–8,

47, 51–2, 64, 80–1, 86, 87–8,
91–119, 125–6, 127–34, 160–3,
169–72, 174–9, 185–9, 193–4,
203–11

risk conditions/events 109
third party service organisations

138–40
material uncertainties, going concern

principle 227–30, 356–8
materiality 26–7, 121–6, 141–4, 188,

215–19, 227–30, 235, 243–8,
266–8, 280–2

audit documentation 124–6, 144, 235
definition 26–7, 121–2, 141–2
groups 243–8
ISA 320 (revised and redrafted)

‘Materiality in Planning and
Performing an Audit’ 10, 121–6,
141–2

revisions 124
sample sizes 188–9

matter paragraphs 10, 11, 215, 228, 263,
269–71, 285, 288, 330–1, 607,
608–9, 613–14

illustrative auditors’ reports 607–15
ISA 706 (revised and redrafted)

‘Emphasis of Matter Paragraphs and
Other Matter(s) Paragraphs in the
Independent Auditor’s Report’ 10,
11, 228, 263, 269–71, 607, 608–9

medium term notes (MTNs) 602–5
medium-sized companies

see also small . . .
auditing thresholds’ table 3

medium-sized groups, auditing
thresholds’ table 3

mergers
see also acquisitions
FRS 6 ‘Acquisitions and Mergers’

314–15
mineral extractive industry, IFRS 6

‘Exploration for and Evaluation of
Mineral Resources’ 344–5

minority interests 505, 506, 515, 520,
527–8, 559–60, 573–6, 593–4

misappropriation of assets 52–61
see also fraud

misstatements
see also factual . . . ; judgemental . . . ;

material . . . ; projected . . .
communications 143–4
definitions 141, 279
evaluations 7, 9, 10, 32–3, 121–6,

141–4, 185–6
ISA 450 ‘Evaluation of Misstatements

Identified During the Audit’ 7, 9,
10, 32–3, 121–6, 141–4, 237

types 141–2, 185–6, 235, 279–82
models, fair value 200
modifications to auditors’ reports 75–6,

77, 139, 159, 162–3, 172, 210–11,
215–19, 265–8, 274–7, 295, 607

see also adverse . . . ; disclaimed . . . ;
qualified . . .

Money Laundering Regulations 22, 60,
324–5

monitoring needs
control environment 106, 128–34
quality controls 321–33

Monte Carlo simulations 597–8
Moody’s 602
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NASDAQ OMX Helsinki 578
National Insurance Contributions (NICs)

443
NAVTEQ 526, 542–605

see also Nokia . . .
negative assurance

see also review engagements
definition 3

negative goodwill, IFRS for SMEs
318–19

‘net’ concept, auditing thresholds’ table
2–3

net investment hedging, Nokia
Corporation 527–42

net realisable value 358–9, 365, 461–2,
509, 531–42, 560–1

definition 358
IAS 2 ‘Inventory’ 358–9

Nokia Corporation 518–605
see also NAVTEQ; Symbian Ltd
accounting policies 526–45
accrued expenses 585–6
acquisitions 521–63
audit committee 594
commitments 588–9
construction contracts 545–6, 564
contingent liabilities 588–9, 604–5
credit risk 568, 595, 599–600
deferred taxes 519–20, 536–42,

554–60, 585
depreciation and amortisation 560,

564–5
derivatives 527–42, 561, 566–70, 574,

595–605
directors 576–86, 590–4
earnings per share 518, 538–42,

587–8
employee wages and salaries 546
fair value of financial instruments

565–9
financial income and expenses 560–1
financial instruments 509–10, 526–42,

565–70
hazard risks 605
impairment of assets 518, 528–45,

551–3, 563–4
income taxes 536–42, 561–2
intangible assets 519, 528–42, 551–60,

562–5
inventories 571
investments in associates 553, 565
leases 531–42, 589–90
liquidity risk 601–5
market risk 595–8
other operating income and expenses

550
pension schemes 546–50, 592
performance shares 581–3, 587–8
principal group companies 594
property, plant and equipment 519,

531–42, 553, 554–60, 563–5
provisions 533–42, 571–2, 586–7
related party transactions 590–3
reserves 572–4
restricted shares 583–4
risk management 594–605
segment information 542–5

share capital 576–7
share-based payments 522–42, 577–88
shares of the parent company 576–7
statements of cash flow for the period

520–6, 593–4
translation differences 575–6

Nokia Siemens Networks 526, 542–605
non-adjusting events

see also subsequent . . .
definition 218, 365
IAS 10 ‘Events After the Reporting

Period’ 27, 216–19, 364–5
types 218

non-audit services
Code of Ethics for Professional

Accountants 23
concepts 23, 42–3

non-compliance
definition 63–4
regulations 63–8, 83–4, 107, 139–40,

210–11
non-controlling interests 310–11, 398,

518, 541–2
IAS 27 ‘Consolidated and Separate

Financial Statements’ 310–11, 398,
541–2

non-cumulative preference dividends
405–10

non-current assets 56, 276–7, 303–5,
312–13, 434–6, 457, 459–60,
463–4, 466, 479, 481–91, 495–501,
506–17, 519–605

see also depreciation; property, plant
and equipment

audit tests 434–6
disposals 56, 511, 521–6, 563–5,

572–4
FRS 15 ‘Tangible Fixed Assets’

312–13, 318, 436
IAS 1 ‘Presentation of Financial

Statements’ 352–8
IAS 16 ‘Property, Plant and

Equipment’ 303–4, 374–7, 436
IFRS 5 ‘Non-Current assets Held for

Sale and Discontinued Operations’
343–4

illustrative audit tests 434–6
opening balances 276–7

non-current liabilities 304, 457, 479,
506–17, 519–605

non-executive directors 450–2
non-sampling risk

see also detection risk
concepts 179, 182–9
definition 179

Norway, Nokia Corporation 557
notes to the financial statements 344, 351,

364–5, 411–12, 418–19, 458–74,
480–91, 495–501, 507–17, 526–605

discontinued operations 344
IAS 10 ‘Events After the Reporting

Period’ 27, 216–19, 364–5, 501
illustrative financial statements

458–74, 480–91, 495–501, 507–17,
526–605

intangible assets 418–19, 459, 463,
551–60

objectives
auditors 1–6, 26–33, 79, 121–2, 127,

221–3, 231–2, 249–50, 287–8,
321–33, 454–5, 607

financial statements 299–301
quality controls 323

objectivity requirements
see also conflicts of interest
auditors 15, 16, 40–3, 322–33

observance procedures
see also evidence . . .
concepts 59, 92–3, 146–7

off-balance sheet transactions 54,
378–82, 602–5

offsetting, concepts 357
oil and gas assets, IFRS for SMEs 311
omissions 16–23, 26–33, 121–6
opening balances 10, 86, 169–72, 274–7,

309–10
ISA 510 (redrafted) Initial Audit

Engagements — Opening Balances’
10, 86, 169–72, 274–7

lack of supporting evidence 170–2,
274–7

opening paragraphs, auditors’ reports
257–63

operating activities, statements of cash
flow for the period 360–2, 458, 480,
507–8, 520–6, 593–4

operating leases 54, 118–19, 377–82,
442, 460, 463–4, 466, 472, 484,
497, 500, 509–17, 589–90

definition 377, 442, 497
IAS 17 ‘Leases’ 303, 314, 377–82, 442

operating segments 162–3, 346–7,
462–3, 542–5

see also segment information
definition 162, 347
IFRS 8 ‘Operating Segments’ 162–3,

307, 346–7, 462–3
operational effectiveness, internal control

systems 127–34, 137–40, 249–52
operational risk, concepts 107–8
options 349–51, 424–7, 474, 522–42,

570, 578–86
see also derivatives
Black–Scholes pricing method 474,

581
IFRS 9 ‘Financial Instruments’

349–51
oral communications with the client

70–8, 233–5, 237
other information

definition 279–80
ISA 720 (redrafted) ‘The Auditor’s

Responsibility in Relation to Other
Financial Information in Documents
Containing Audited Financial
Statements’ 11, 77, 270, 279–82

‘other matter’ paragraphs 10, 11, 215,
262, 269–71, 295, 607–15

illustrative auditors’ reports 607–15
ISA 706 (revised and redrafted)

‘Emphasis of Matter Paragraphs and
Other Matter(s) Paragraphs in the
Independent Auditor’s Report’ 10,
11, 263, 269–71, 607, 608–9
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outsourced functions
concepts 135–40, 197, 251–2
ISA 402 (revised and redrafted) ‘Audit

Considerations Relating to an Entity
Using a Third Party Service
Organisation’ 135–40, 197

over-the-counter (OTC) derivatives
569

overrider provisions 117–18
Oz Communications Inc. 557

Palbarro Inc. 193–4
Parbralli Engineering Limited,

illustrative financial statements
475–91

parent companies 2, 193, 203–11, 240,
310–11, 397–9, 405–10, 511–12,
518–605, 613–14

see also related parties; subsidiaries
partial acquisitions, IFRS 3 ‘Business

Combinations’ 341–2
participating preference shares 405–10
passwords 104–5
patents 435, 463, 482, 484–5, 530–42,

554–60, 571, 609
payables 441–2, 449–50, 457, 461–2,

467, 470, 472, 478, 479–80,
488–91, 495–501, 506–17, 519–605

audit tests 441–2
illustrative financial statements 457,

461–2, 467, 470, 472, 479–80,
488–91, 495–501, 506–17, 519–605

PAYE 443
payments in advance, revenue

recognition 57
payroll see employee wages and salaries
pension schemes 116–19, 151–2, 191–2,

315, 384–7, 396–7, 460–1, 464,
469, 483–4, 497, 530–42, 546–50,
592

see also defined benefit . . . ; defined
contribution . . . ; employee benefits;
retirement benefits

IAS 19 ‘Employee Benefits’ 262,
384–7

Nokia Corporation 546–50, 592
types 384–6, 460, 469, 546

percentage of completion method 366–8,
527–42, 545–6

performance issues, quality controls
321–33

performance materiality, concepts
122–6

performance reviews, control
environment 103–4

performance shares, Nokia Corporation
581–3, 587–8

period of review, going concern
consideration 223, 355–6

‘pervasive’, concepts 266, 316
PEST analysis 97–8
petty cash, audit tests 440–1
physical concept of capital 304–5
physical controls environment 104–5,

158–60
Placebo Chemicals Inc. 66
Plum Ventures Inc. 553–4

political/charitable donations 450, 476,
502–3

post-date events see subsequent events
post-employment benefits

definition 384
IAS 19 ‘Employee Benefits’ 383–7

preconditions, audit engagements 35–6,
38, 292

preference shares 404, 405–10
prepayments 466, 487, 499, 514, 519,

555–60
‘present fairly’ IFRS requirements

concepts 4, 16, 32, 172, 267–8, 614–15
definition 4, 614–15

present values 422–3, 467, 547–8
presentation of financial statements

221–2, 299–305, 351–8, 526
Framework for the Preparation and

Presentation of Financial
Statements (IASB) 299–305

IAS 1 ‘Presentation of Financial
Statements’ 221–2, 351–8, 526–42

presentational currency, IAS 21 ‘The
Effects of Changes in Foreign
Exchange Rates’ 390, 529–42

price quotations, fair value 198–9
price risk 470–1, 597–8
principal auditors

concepts 239–48
definition 239

principal/agent sellers, revenue
recognition 58–9

prior-period financial information
analytical procedures 175, 176–7
comparative information 273–7
errors 363–4

products and services, going concern
considerations 221–30, 355

professional accountants, Code of Ethics
for Professional Accountants 15–23,
39–43, 321–33

professional competence and due care
requirements, auditors 15, 16, 17,
19–20, 39–43, 240–2, 249–52,
321–33

profit and loss accounts see income
statements

profit-making contracts, IAS 11
‘Construction Contracts’ 366–8

projected misstatements, concepts
142–4, 185–9

Projected Unit Credit Method, defined
benefit pension schemes 384–6, 387

‘proof in total’ analytical procedures,
concepts 152–3, 175–6, 179

property, plant and equipment 231, 318,
374–7, 436, 457, 459–60, 462, 466,
482–3, 486–91, 496–501, 519,
531–42, 553, 554–60, 563–5

see also depreciation; non-current
assets

cost/revaluation models 73, 231, 312,
318, 375, 376, 482–3, 555–7

IAS 16 ‘Property, Plant and
Equipment’ 303–4, 374–7, 436

Nokia Corporation 519, 531–42, 553,
554–60, 563–5

provisions 26–7, 133, 191, 213–14, 370,
415–17, 442–3, 462, 495, 500–1,
506–17, 519, 533–42, 571–2, 586–7

audit tests 442–3
bad debts 191, 213–14, 370, 519,

533–42, 571–2, 586–7
definition 415
IAS 37 ‘Provisions, Contingent

Liabilities and Contingent Assets’
26–7, 133, 150, 161, 216–17, 303,
415–17, 442–3

illustrative audit tests 442–3
Nokia Corporation 533–42, 571–2,

586–7
prudence concept 303
public accountability, definition 307–8
public interest entities 82
purchase day books 148
put options 526–7

Qualcomm 571, 587, 589
qualifications, auditors 2, 16, 17, 20, 242,

322–33
qualified opinions 27–33, 65–6, 68, 139,

170–2, 210–11, 226–30, 231,
236–7, 258–63, 265–8, 275–7, 295,
330–3, 610–15

definition 261, 266
illustrative auditors’ reports 275–6,

610–15
qualitative characteristics of financial

statements 301–5
quality controls 7, 10, 11, 19, 39–43,

45–8, 85–90, 154–5, 251–2,
321–33

see also Code of Ethics for
Professional Accountants

‘cold’ file reviews 19, 43, 154–5,
331–2

complaints about auditors 332–3
concepts 39–43, 45–8, 85, 321–33
continuing audits 40, 321–33
engagement performance 321–33
engagement teams 40–1, 88–90, 93–4,

321–33
ethics 15–23, 39–43, 85, 170, 244–5,

321–33, 454, 493, 504, 607, 608,
611, 613, 615

‘hot’ file reviews 19, 43, 154–5, 327,
332

human resources 321–33
illustration 323–33
ISA 220 (redrafted) ‘Quality Control

for an Audit of Financial
Statements’ 10, 39–43, 85, 240, 247

ISQC 1 (redrafted) ‘Quality Control
for Firms that Perform Audits and
Reviews of Financial Statements,
and Other Assurance and Related
Service Engagements’ 7, 11, 39–43,
48, 321–33

leadership responsibilities within audit
firms 321–33

monitoring needs 321–33
objectives 323
performance issues 321–33
reviews 19, 41, 42–3, 322–33

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



P1: OTA
ind JWBK504-Collings February 12, 2011 6:59 Printer Name: Yet to Come

Index 631

random statistical sampling, concepts
183–5

ratio analysis 175, 178–9, 186–7, 280
ratio error-projection method, concepts

186–7
‘reasonable assurance’ reference

see also audit engagements; auditors’
reports

concepts 3, 123–6, 145–55
definition 3, 123

‘reasonable skill, care and caution’ duties
1–2, 16, 40–3

reasonableness tests see ‘proof in total’
analytical procedures

recalculations
see also ‘proof in total’ analytical

procedures
evidence sources 146–7, 175–6

receivables 55–61, 98–9, 131–4, 165–7,
181–9, 308, 420–7, 439–40, 457,
461–2, 466, 470–2, 475, 478–80,
487–91, 494–501, 505–17, 519–605

see also circularisation . . . ; trade
receivables

audit tests 165–7, 181–9, 439–40
factoring agreements 98–9
IAS 39 ‘Financial Instruments:

Recognition and Measurement’
310–11, 420–7, 565–9

illustrative audit tests 439–40
illustrative financial statements 457,

461–2, 466, 470–2, 478–80,
487–91, 494–501, 505–17, 519–605

opening balances 170–2
schedules 439–40, 470–1

reclassifications, IFRS 9 ‘Financial
Instruments’ 349–51

recoverable amount 375, 412–15,
528–42, 551–3

see also impairment of assets
definition 412–13
IAS 36 ‘Impairment of Assets’ 375,

412–15
rectification costs, IAS 11 ‘Construction

Contracts’ 367–8
recurring audits 128–9, 148, 274–7,

321–33
evidence generation requirements

128–9, 148, 274–7
tests of controls 128–9

redrafted/revised versions’ overview,
ISAs 7–13

reducing balance depreciation method
363, 482, 509

refusals by management
amended financial statements 280–1
external confirmations 166–7
going concern principle 229–30
summary financial statements 292
written representations 236–7

Registrar of Companies 206, 277, 433–4
regulations 2–6, 10–11, 18–23, 26–33,

39–43, 63–8, 82, 83–4, 103, 106,
116–19, 129, 139, 150, 215–19,
235, 260, 279–82, 325–33, 372,
453–5, 476–8, 491–501, 503–5,
509, 511, 607–15

see also company law
characteristics of non-compliance 67
communications 67–8, 83–4, 325–33
ISA 250 (redrafted) ‘The Auditor’s

Responsibilities Related to Laws
and Regulations in an Audit of
Financial Statements’ 10, 63–8, 237

non-compliance 63–8, 83–4, 107,
139–40, 210–11

rights/duties to report non-compliance
67–8, 83–4, 139–40, 210–11

types 63–5
regulators, communications 67–8, 83–4,

143–4
related parties 8, 10, 96, 119, 150,

203–11, 233, 235–7, 315, 392–6,
434, 464, 469, 490–1, 501, 516,
542–605

see also associates; groups; joint
ventures; subsidiaries

audit procedures 205–6
audit tests 434
auditors’ opinions 210–11
auditors’ reports 210–11
concepts 203–11, 233, 235–7, 315,

392–3
controlling parties 208–11
definition 392–3
directors 203–11, 392–6, 434, 464,

516, 590–2
disclosures 75, 150, 203, 207–11, 233,

302, 392–6, 434, 464, 469, 490–1,
501, 516

evidence generation requirements
203–11

FRS 8 ‘Related Party Disclosures’
434

IAS 24 ‘Related Party Disclosures’ 75,
119, 150, 203, 233, 302, 392–6,
464, 490–1, 501

illustrations 204–5, 434
ISA 550 (revised and redrafted)

‘Related Parties’ 8, 10, 96, 203–11,
237

material misstatements 203–11
types 392–3, 501
written representations 208–11, 233,

235–7
relevance qualitative characteristic of

financial statements 301–5
reliability qualitative characteristic of

financial statements 301–5
remuneration committees 26, 451–3,

455, 468
rendering of services, revenue

recognition 382–3, 529–42
rents 177–8, 207
repayable grants, IAS 20 ‘Accounting for

Government Grants and Disclosure
of Government Assistance’ 388–9

reperformed reconciliations
see also evidence . . .
evidence sources 146–7

reportable segments
definition 162–3, 347
IFRS 8 ‘Operating Segments’ 162–3,

307, 347, 462–3

reporting the substance of transactions
55–6, 317

research and development costs 95, 313,
417–18, 449, 460–2, 465, 496, 518,
530–42, 560

IAS 38 ‘Intangible Assets’ 417–18,
462

SSAP 13 ‘Accounting for Research
and Development’ 313

reserves 433–4, 449–50, 456–7, 468–9,
473–4, 479, 485, 490, 495–501,
505–17, 519–605

audit tests 433–4
Nokia Corporation 572–4

resignations, auditors 325, 327
restricted shares, Nokia Corporation

583–4
restructuring costs 103, 537, 550, 586–7
retained earnings 121, 520
retirement benefits 396–7, 460–1, 483–4,

497, 530–42, 592, 612
see also employee benefits; pension

schemes
IAS 26 ‘Accounting and Reporting by

Retirement Benefit Plans’ 396–7
retrospective application of IFRSs, IFRS

for SMEs 310–11
return on capital, definition 474
revaluations 73, 231, 312, 314, 318, 335,

353–8, 362–4, 375, 376, 418–20,
479, 480, 482–3, 486–91, 509,
555–7

revenue 26–7, 49–50, 53–4, 55–61,
98–102, 131–4, 350, 362–4, 366–8,
382–3, 461, 462–3, 478, 483–4,
494, 496, 497–502, 505, 509–17,
518, 527–605

analysis illustration 462–3, 483
earnings management 49–50
IAS 18 ‘Revenue’ 55–6, 303, 350,

382–3, 527–42
revenue recognition 53–4, 55–61, 315,

350, 362–4, 366–8, 382–3, 461,
462–3, 496, 527–605

bill and hold arrangements 57–8
extended warranties 58, 191
fraud 53–4, 55–61
IAS 8 ‘Accounting Policies, Changes

in Accounting Estimates and Errors’
362–4, 538–42

IAS 11 ‘Construction Contracts’ 56–7,
366–8, 527–42

IAS 18 ‘Revenue’ 55–6, 303, 350,
382–3, 527–42

payments in advance 57
principal/agent sellers 58–9
procedures 59–61
‘right to consideration’ (critical

events) 56–7, 315
rights of return 58
UITF Abstract 40 56–7, 315

review engagements
see also negative assurance
definition 3

reviews
analytical procedures 175–9
audit documentation 154–5, 329–33
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reviews (cont.)
audit planning 88–90
estimation techniques 192–3
financial performance 98–9
quality controls 19, 41, 42–3,

322–33
revisions, risk assessments 110–11
Revolving Credit Facility, Nokia

Corporation 601–2
‘right to consideration’ (critical events),

revenue recognition 56–7, 315
‘right of use’ model, leases 380–2
rights issues 217–18, 406–10
rights of return, revenue recognition 58
risk 2, 4–6, 8–13, 28–33, 37–8, 47,

50–61, 64, 80–1, 86, 87–8, 91–119,
346, 354, 449, 462, 470–1, 475,
496–7, 552–3, 594–605

see also credit . . . ; hazard . . . ; interest
rate . . . ; liquidity . . . ; market . . . ;
price . . .

attitudes 114–15
business risks 97–103, 113–19
change of circumstances 103
control risk 29–30, 100–1, 108–9, 112,

128–34, 179, 183, 188–9
detection risk 28–30, 33, 50–61,

107–8, 112, 179, 182–3, 188–9
inherent risk 29–30, 107–8, 112, 179,

183, 188
Nokia Corporation 594–605
types 29–30, 97–103, 107–8, 113–19,

470–2, 594–605
risk assessments 4–6, 8–13, 28–33, 37–8,

47, 50–61, 64, 80–1, 86, 87–8,
91–119, 125–6, 127–34, 160–3,
169–72, 174–9, 185–9, 193–4,
198–9, 203–11, 594–605

approaches 106–8
audit documentation 110–11, 134
balance sheets 106–7, 112
communications 111–12
concepts 4–6, 28–33, 50–61, 91–119,

125–6, 127–34, 198–9
fraud 50–61, 166–7
human resources 101–2
inquiry considerations 91–2
ISA 315 (redrafted) ‘Obtaining an

Understanding of the Entity and its
Environment and Assessing the
Risk of Material Misstatements’
4–5, 10, 28–32, 47, 51–2, 64, 80–1,
86, 87–8, 91–119, 127, 135–6, 192,
196–7, 204

ISA 330 (redrafted) ‘The Auditor’s
Procedures in Response to Assessed
Risks’ 10, 32, 88, 101–2, 110,
127–34, 138, 193–4

material misstatements 4–5, 10,
28–32, 37–8, 47, 51–2, 64, 80–1,
86, 87–8, 91–119, 125–6, 127–34,
160–3, 169–72, 174–9, 185–9,
193–4, 203–11

processes 102–3
revisions 110–11
specific consideration factors 95,

181

systems-based approaches 106–7, 112
third party service organisations

135–40
risk management 4–6, 32–3, 127–34,

594–605
concepts 4–6, 127–34
insurance policies 605
Nokia Corporation 594–605

risk policies 594–605
risk-based auditing, concepts 2, 4–6,

8–13, 107–8, 112
Roche Inc. 96
royalties 382–3, 586, 609

safeguards, Code of Ethics for
Professional Accountants 17–23,
325–33

sale of goods 55–61, 98–102, 382–3,
462–3, 529–42

see also invoices; revenue recognition
sales day books 148
sales ledgers 131–4
sales order cycle, tests of controls 129–34
sampling 1–6, 9, 10, 123–4, 142–4,

152–5, 179, 181–9
definition 1, 153, 181–2
error projections 125, 186–9
evaluations 185–9
illustrations 181–2, 184
ISA 530 (redrafted) ‘Audit Sampling’

9, 10, 181–9
materiality factors 188–9
selection considerations 183–5
size considerations 182–3, 188–9
sub-populations 182
techniques 183–5

sampling risk
see also detection . . .
concepts 179, 182–9
definition 182, 188

sceptical attitudes 30, 54–5, 60–1, 101–2
schedules, receivables 439–40, 470–1
scope of auditors’ reports 8, 21–2, 32,

36–8, 66, 68, 166, 170, 236–7,
257–63, 265–8, 324–33, 607, 609,
610, 611–12, 613

secured debts, illustrative financial
statements 489–90, 514

segment information
see also operating segments;

reportable segments
evidence generation requirements 157,

162–3
ISA 501 (redrafted) ‘Audit Evidence

Regarding Specific Financial
Statement Account Balances and
Disclosures’ 157

Nokia Corporation 542–5
segregation of duties, control

environment 100–5, 114–15
self-interest threats, concepts 17–19, 21
self-review threats, concepts 6, 17–19, 23
sensitivity analysis, concepts 355, 470,

597–8
service organisations see third party

service organisations
SFAS 109 ‘Income Taxes’ 370, 374

share capital and reserves 121–2, 207,
277, 319, 433–4, 456–7, 468,
473–4, 479, 485, 490, 495–501,
506–17, 519–605

see also capital . . . ; equity . . .
audit tests 433–4
IFRS for SMEs 319
illustrative financial statements 456–7,

468, 479, 485, 490, 495–501,
506–17, 519–605

Nokia Corporation 576–7
share consolidations, IAS 33 ‘Earnings

Per Share’ 406, 408–10
share options 337–9, 452–3, 459, 468,

473–4, 522–42, 577–88
share premium and reserves

IFRS for SMEs 319
illustrative financial statements 468–9,

523–6
share splits, IAS 33 ‘Earnings Per Share’

406, 408–10
share-based payments 191–2, 311–12,

337–9, 446, 452–3, 459, 468,
473–4, 522–42, 577–86

IFRS 2 ‘Share-Based Payment’ 337–9,
446, 526–42

illustrative financial statements 446,
452–3, 459, 468, 473–4, 522–42,
577–86

Nokia Corporation 522–42, 577–88
types 337

shareholders
communications 70–8
pressures 98–9

shareholders’ funds, illustrative financial
statements 457, 479, 485–91,
506–17, 519–605

short-term employee benefits
definition 384
IAS 19 ‘Employee Benefits’ 383–7

‘should’/‘shall’ changes, Clarified ISAs
12, 13, 31–3

significant difficulties
communications 9, 10, 69–78, 210–11
concepts 9, 10, 42, 109–10, 116–19,

210–11
definition 73
ISA 260 (revised and redrafted)

‘Significant Difficulties’ 9, 10,
69–78, 111–12, 126, 247, 330–1

significant findings, definition 70–1
significant influence

definition 399, 527–8
IAS 28 ‘Investments in Associates’

399–400
significant matters

audit documentation 47–8, 61, 110–11
fair value 199–200

significant risks, concepts 109–10,
116–19

signing processes, auditors’ reports 43,
213–15, 257–63

single financial statements, concepts 11,
287–90

size considerations
comparative information 273
sampling 182–3, 188–9
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Small Entity Ltd, illustrative financial
statements 492–501

small groups, auditing thresholds’ table 3
small and medium-sized entities (SMEs)

auditing thresholds’ table 3
concepts 307–19
definition 307
FRSSE 308–19, 354, 356, 372,

493–501, 611–12
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