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AADB see Accountancy and Actuarial
Discipline Board
absence of tax advice 237-9, 246
Accountancy and Actuarial Discipline Board
(AADB) 261-2
Accountancy magazine 262, 278
accountants 1-7, 10-12, 17, 36, 50-3, 80-1,
109-11, 147, 149-219, 221-59, 261-306
see also auditors; expert witnesses; fraud;
partners
absence of tax advice 237-9, 246
administrative foul-ups 161-5, 219, 221-3,
242-59
audit skills 3—4
basic-procedures failures 17, 18-28, 33,
35-6, 72-3, 75-6, 83—4, 90-1, 94-8;
126-9, 245-50, 307, 309-10
codes of conduct 4-6, 178-9, 196--C 2t 4-5
conflicts of interest 5, 604, 11611,
169-74, 181-2, 244-5, 257/ -8, 263-5,
277-9, 289-92, 302
internal monitoring 190-1, 194-5, 201,
219, 245-50, 255-8, 265-7, 307
mental anxieties/stresses 185-7, 191-3,
219, 227-8, 254-5
scandals 10, 65-6, 81, 279-306
specialist-knowledge failures 195-201,
2024, 223-42, 265-7, 277, 304-6
tax-related claims 221-59
unqualified accountants 255-8, 2667
vicarious liability 179-95, 201, 219,
256-9, 265-9, 277
Accountants and Actuaries Discipline Board
5
accounting policies 120-2, 140-2, 215, 311
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accruals 40-2
acquisitions 26-8, 94, 134-45, 149.-5C
158-61, 191-3,201-19, 227-3.502, 311
see also sales of businesses
adjusting events, definition 5! =11
administrative foul-up.
liability exposures 1o =5, 219, 221-3,
242-59
tax-related <!.ims 221-3, 242-59
admissicns ¢ etror 150, 192-3, 231-2, 259
Adoph. Gcbei 2834, 290
advancea corporation tax 231-2
advisers 6-7, 161, 180-2, 195-8, 205-6,
209-19, 221-59
AIM 136-8
alchemy 123-5
Allied Crude Vegetable Oil Refining
Corporation 283-94
alternatives, sole practitioners 249
American Express 2846, 288-92
‘amount recoverable on contracts’ 142
analytical reviews
see also basic-procedures . . .
concepts 18, 23, 28, 31, 77, 81-4, 89,
108-11, 212-19, 307
definition 81-2, 307
‘angels’ 1824
annual reports 16—17
see also financial statements
Appeal Committee 2623
see also disciplinary framework
appeals, taxes 221-3
appointments
auditors 60-2, 64-7, 97-8, 264-5
expert witnesses 3—4, 6, 95-6, 203
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appointments (cont.)
joint auditors 1324, 13741
small firms of auditors 647, 91
valuers 2024
Arenson v Casson Beckman Rutley & Co.
(1975) 203
ARP see Assigned Risks Pool
Articles of Association 98, 99-101, 105, 201
Arts Council 41-2
artworks, valuations 99-101
assessments, expert witnesses 4, 234, 61-2,
95-6, 106-8, 143-4, 154, 203, 256-7,
275-7
asset transfers, taxes 230-2, 259
Assigned Risks Pool (ARP) 176
assignments in progress 211-12
associated companies, small companies
225-6
attributable losses, third parties 11-12

attributable profits, long-term contracts 141-2

audit files 31-3, 37-9, 46, 54, 60, 66-7,
69-91, 96, 106-8, 121-2, 127-9, 131,
140-1, 191-3, 228

audit planning work, concepts 35-6, 38-9,
42-9, 61-2, 106-8

audit reports

concepts 13-15, 224, 26, 47-9, 51-2, 91,
93-145, 268-9
formats 268-9, 309
audit tests 50-3, 66-7, 106-8, 3046, 311

auditors 1-7, 9-91, 93-145, 147-219, 2244,

245-50, 255-7, 261-306

see also accountants; expert witl.esses;
fraud; negligence

appointments 60-2, 64-7,27-5, 264-5

basic-procedures faiices 17, 18-28, 33,
35-6, 72-3, 75-6, 834, 90-1, 94-8,
126-9, 245-50, 307, 309-10

client pressures 60, 117-25, 138, 145,
171-2, 219, 278-9

communications 125-9, 219

complex frauds 88-91, 98-105, 278-306

disclosures of management fraud 14-15

ethics 5, 62, 86-8, 174, 190-5, 248, 251-5,

264-5, 280, 281-93, 304
failures to detect crime 9-91
fees 5, 15, 20-1, 60-2, 64-7, 82—4, 90,
119, 153, 156-61, 166-8, 192-3
fundamental pitfalls 94-145
going-concern assessments 224, 41-2,
111-17

independence issues 3—4, 5, 10, 32-3,
34-6, 42, 47-9, 50, 604, 824, 91,
93-8, 110-11, 134, 13941, 169-74,
263-5, 279-81, 284-92, 300-6

lessons’ summaries 901, 145, 219, 258-9,
277, 278-9, 302-6

liability limitations 12, 29, 49, 93-4, 142,
149-50, 253, 259

non-audit assignments 149-219

non-routine instructions 79-81, 205-6

non-theft negligence 93-145

professional pitfalls 147-219

recommendations 13-14, 44, 47-9, 534,
56-9, 66-7, 126-9

reputations 125, 145, 152, 219

resignation letters 15, 66-7, 97-8, 119,
145

roles 1-4, 10, 11-17, 20-1, 25-5, 32-3,
37-9, 53-4, 93-145.291-2, 304-6

scandals 10, 65-6, &1, ».79-307

small firms of avdiors 64-7, 91, 120-3

specialist-knowiadee failures 98-105, 145,
195-201; »5-7, 277, 304-6

unaudiec accounts 150-5, 204—19

Australisia /9, 239
awards 130-1

RACS 19, 40-2
vad debts 64, 311, 312
balance sheets
see also financial statements
ballet 1824
Bank of England ECGD approval 68-9
bank reconciliations, definition 307, 309-10
bankruptcy
lifetime exclusions for members 262
unrehabilitated bankrupts 273-4
banks 6-7, 72-3, 79-81, 84-8, 91, 93-8,
110-17, 135-6, 151-3, 156-8, 171-2,
177-8,211-12, 213-16, 283-92, 307,
309-10
barristers 265
basic-procedures failures 17, 18-28, 33,
35-6, 72-3, 75-6, 83-4, 90-1, 94-8,
126-9, 245-50, 307, 309-10
see also analytical reviews
Bear Stearns 278
Belgium 78
bills 160-1, 209-11, 219, 234
see also fees
blank cheques 17-18, 29, 30-3, 193-5, 247-8
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boards of directors

see also directors
bonus cultures 6, 130-1
‘bottom up’ risk assessments

see also basic-procedures. . .

concepts 39, 81-2
brands 78-81
brass manufacturing processes 8890
BT 51-2
budgetary constraints, concepts 20-1, 90,

112-14

building materials, VAT 230, 2367
building-contractor case studies 45-6, 231-2
Bunge Corporation 288, 291
burden of proof, legal disputes 11-12, 95-6
business asset rollover relief 240-3, 251-2
business plans 171-2

CAA see Civil Aviation Authority
capital adequacy regulations 17
capital gains tax (CGT)
see also taxes
Carecraft settlements 271-2
Case II/I11, taxes 2234
Case Officers 261-2, 2767
see also disciplinary framework
cash books 21-2, 29, 31-3, 34-6, 37-9, 404,
51-2,53-4,61-2, 307, 311
cash flows, going concerns 111-17
cashiers 24-6
casts, cash books 21-2, 29, 34-6
casual-tax-advice dangers 230-7
celebrity clients 166-8
cessation basis assessments, taxes 246
CGT see capital gains tax
Challenge carbon copy noteboc paver 55
charities 18, 47-9, 50-2, 98
cheques 9, 17-18, 19-21, 25-6, 29, 30-3,
34-42,43-4,47-9, 50-2, 61-2, 193-5,
200-1, 247-8, 288-9, 309-10
blank cheques 17-18, 29, 193-5, 247-8
forged signatures 40-2, 193-5, 200-1
sequences 32-3
signatories 37-8, 47-9
Chicago Board of Trade 287
circumstances of the client, tax-related claims
223-9,258-9
City Equitable Fire Insurance Company 67-8
City of London 17th century coffee houses
278-9
Civil Aviation Authority (CAA) 118-19, 274

civil litigation, concepts 3
Civil Procedure Rules 1999 (CPR) 3
claimants 4, 6-7, 10, 23-4, 38-9, 72-3, 75-6,
96, 116, 129, 137-8, 1404, 154-5,
186-93, 202-6, 210-19, 221-59
Clark, Howard 288-9
class actions in the USA 147-9
clients
contact details 242-5, 259
‘dominant director’ syndrome 60, 117-25,
278-9
money rules of solicitors 102-3
outstanding fees 158-61, 166-8
pressures 60, 117-25, 138, 145, 171-2,
219, 278-9
record-keeping shortfalls 2, 17, 34-9,
106-8, 126-9, 159-61, 166-8, 205-0,
210-11, 214, 218-19, 221-3, 24°.-6,
259
regulations 16—17
closely-held companies, defivition 308
closing balances, sales/dettors 1edger 35, 310
The Code of Ethics (TC'* EW) 5
codes of conduct
see also disciolivary framework
collusion, coacepts 70, 257-8
colour-prioters company case study 71-3
commex izl bills 300-301
coinn.ercial property sales 120-2, 180-2
Cormodity Exchange Authority 287, 289-90
common-control entities
definition 308
risk assessments 125-9, 196-8, 308
communications
boards of directors 125-9, 180, 219
partners 221-3
Companies Acts 13, 115, 116, 128-9, 140-1,
1834, 253, 268, 269
Companies House 15, 57-9, 162-4
‘company doctor’ accountants 175-7
company secretaries 18
compensation settlements 4, 6-7, 10, 20-1,
23-4,38-9, 72-3, 75-6, 96, 116, 129,
137-8, 1404, 148-9, 152, 154-77,
186-93, 202-6, 210-19, 231-58
complaints 5, 12, 33-6, 934, 117-19, 2246,
261-77
see also disciplinary framework
codes of conduct 5
official complaints 2724, 275-7
procedures 5, 33-6, 261-2, 2724, 275-7
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complaints (cont.)
public profiles 5, 12, 120-2, 261-2
response dangers 2747
complex frauds, detection difficulties 88-91,
98-105, 278-306
compliance, clients’ regulatory conduct
16-17, 96-8, 103
computer systems see IT systems
conditional fees, definition 147-8
confidentiality issues 14-15
conflicts of interest 5, 60—4, 110-11, 169-74,
181-2, 244-5, 257-8, 263-5, 277-9,
289-92, 302
see also independence. . .
codes of conduct 5, 264-5
disciplinary framework 263-5, 277
liability exposures 169-74, 181-2, 244-5,
257-8, 263-5, 279-80
Consent Orders 225, 262
see also disciplinary framework
consultants, vicarious liability 179-95, 219,
265-7,277
consumer protection regulations 17
consumerism 148-9
contact details of clients 242-5, 259
contingency fees in the USA 147-9
contingent liabilities 114
continuing professional development (CPD)
252,268
contract law 46
contributory negligence 11-12, 25-6, 31°-2,
38-9, 46, 48-9, 56-7, 73, 85-(,1a0-1,
1634, 191, 193-5, 254-5
control accounts 30, 34-6, 304=C. 208,
309-10
Cornfeld, Bernie 294
corporation tax 225-6, 231-2
see also taxes
correspondence, codes of conduct 5
costs, disciplinary framework 263, 2767
counterclaims, fees 156-61, 1634, 167-8
Court of Appeal 208
covenant tests 111-14
CPR see Civil Procedure Rules 1999
credit rating agencies 6—7
creditors 27-8, 30-3, 93-4, 108-11, 155-6,
310
see also purchase. . .
creditworthiness certifications, liability
exposures 177-9
criminal charges

‘cut-off” procedures 94, 106-11, 132—4, 308
CV checks 36-9

damages 207-8
de Angelis, Tino 279, 281-94
de Lorean car company 66
debentures 173, 197-8
debtors see sales/debtors ledger
December year-ends, physical stocktaking
24
defamation laws 194-5
delegation of key audit tests, auditors’ failures
50-3
Department of Business, Enterprise and
Regulatory Reform 2734
Department of Trade & Industry 161
derivatives 278-9, 287-92
desk-tidiness policies 165
‘details to be supplied’ taxrictuins 249-50
detection difficulties of complex frauds
88-91, 98-105, 27-306
diaries, taxes 221-2
directors 12—1/. 19-29, 38-42, 53-4, 59-91,
93, 64145, 1624, 179-80
see aiso voards . . . ; senior management. . .
fidciiry duties 271
NEDs 75, 93, 179-80, 269-72
responsibilities 12—15, 19-28, 31-3, 38-9,
53-4, 1624
shadow directors 174-7
Directors’ and Officers’ insurance cover
(D&O) 141-2, 145
Dirks, Raymond 10, 301, 304, 3067
disappointing acquisitions 134-45, 191-3,
204-19
disbursements theft-of-cash techniques
see also cheques; invoices
concepts 9, 17-18, 19-21, 36-9, 51-2,
193-5
definition 9
Disciplinary Committee 262-3, 268-9, 272,
273-4,276
disciplinary framework 1-2, 4-6, 33-6,
93-145, 261-306
see also codes of conduct; regulations
Carecraft settlements 271-2
cases 264-306
concepts 1-2, 4-6, 93—4, 261-306
conflicts of interest 263-5, 277
costs 263, 2767
criminal charges 261-2, 275-7
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findings 261-3, 264-5, 267, 268-9, 272,
273-4,276-1
fines 263, 268-9, 2734
indemnity clauses 263, 276-7
lessons’ summary 277
NEDs 269-72
not-keeping-up-to-date dangers 267-9
official complaints 2724, 275-7
procedures 5, 33-6, 261-2, 2724, 275-7
response dangers 2747
structures 261-2
successful defences 263
third-party advisers 265-7
unrehabilitated bankrupts 2734
uses 261-2
Disciplinary Tribunal 33-6, 262, 264-5, 267,
276
disciplines of expert witnesses, concepts 3—4
disclaimers, liability exposures 53—4, 149-50,
154, 170-1, 212,219
disclosures of management fraud, concepts
14-15
discounts, sales/debtors ledger 9, 19-21,
624, 834
disinstructions, solicitors 15
dismissals, partners 184-5, 191-3
Disqualification Act 1986 273—4
disregard by management, responsibilities 13,
21
dividends 183-4, 231-2
‘dominant director’ syndrome 60, 117-25,
278-9
draft accounts, liability exposures 149-55
‘drop hands’ settlements 167-8, 2334
due diligence 170-1, 251-5, 275-7
duties of skill and care 27-8, 1:49-2/, 1701,
181-2,207-8, 216
see also proximity . . .

earned income, taxes 221, 230, 2334
Eastern Europe 77
Edens, Lloyd 300
EFCA see Equity Funding Corporation of
America
EFLIC see Equity Funding Life Insurance
Company
election deadlines, taxes 221-3, 227-8,
233-4, 245-6, 249-50, 255
employee fraud 10, 12, 15, 17-59, 90-1, 255-8
cases 19-59, 256-8
concepts 17-59, 90-1, 255-8

CV checks 36-9
lessons’ summary 901
trusted employees 18, 2842, 255-8
employees 10, 12, 15, 17-59, 90-1, 179-95,
256-8, 268-9
engagement letters 11, 13, 14, 18, 48-9,
534,67, 131, 133, 138, 147, 149-50,
153, 156, 159-61, 163-4, 167-8, 176-7,
205-6,209-11, 219, 224-6
disclaimers 53-4, 149-50, 212, 219
generic terminology 2246
‘non-engagement’ letters 150
purposes 147, 219, 224-5
taxes 224-30
Enron 65-6, 278, 279
environmental risks 16-17
equity distribution scheme (EDS) 266-7
Equity Funding Corporation of America
(EFCA) 10, 278, 293-307
Equity Funding Life Insurance Company
(EFLIC) 294-307
essential/non-essential macters,
recommendatiors v auditors 13
estate agents 98, 267
ethics 5, 62, 86:-8, 174, 190-5, 248, 251-5,
264-5.279, 280-92, 303
EU granfs 16.-2
EU-basud .itigation 73, 77-9
excentors 198-201
expert witnesses 2—6, 23—4, 61-2, 95-6,
106-8, 1434, 154, 203, 2567,
275-7
see also accountants; auditors
extraordinary general meetings (EGMs) 15

failed practice administration, concepts
161-5, 219, 221-3, 242-59
failures to detect crime, auditors 9-91
fair market values, share valuations 215-16
FBI 3034
fees 2, 5, 15, 20-1, 60-2, 647, 82—4, 90,
119, 153, 156-61, 166-8, 192-3, 200,
209-11, 219
codes of conduct 5
conditional fees 147-8
counterclaims 156-61, 1634, 167-8
“for professional services. ..’ bills 1601,
219, 234
independent reports 156—8
itemised bills 160-1, 209-11, 219, 234
lawyers 147-8
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fees (cont.)
meetings 160—1
outstanding fees 158-61, 166—8
fictitious accounts 4, 9, 17-18, 19-21, 37-9,
51-2, 57-9, 624, 83-6, 118-19,
287-306
fiduciary duties 271
field warehouses 285
file documentation 2, 126-9
filed audit statements 15
filing deadlines 117-19, 1624, 182-91,
221-3, 249-50, 253-5
finance leases 65-7, 74—6
financial assistance provisions, Companies
Acts 115,116
financial institutions
senior management company fraud 59-91
USA 148
financial instruments 278-9, 298-306
see also debentures; derivatives; shares
Financial Reporting Council 119-22
Financial Reporting Review Panel (FRRP)
119-22
financial reporting standards 3, 14, 16, 268-9,
279, 309
financial services 11517, 196-8, 266-7,
268-9, 292-306
financial statements 1-2, 10, 11, 12, 13-14,
16-17, 18, 20-1, 54, 59, 93-145, 1624,
182-93, 204-19, 221-3, 249-50, 253-5,
292-310
filing deadlines 117-19, 162—4. 182-91,
221-3, 249-50, 253-5
manipulations 93-145, 187-6,.191-3,
292-306
non-theft negligence 93-145
sales of businesses 108-11, 13445,
191-3,204-19
standards 1-2, 3, 14, 16, 20-1, 33-6, 37-9,
45-6, 56-7, 76-81, 93-145, 199-201,
219, 268-9, 279, 309
‘true and fair view’ requirements 1-2, 10,
11, 13-14, 18, 54, 59, 94-8, 126-9,
206-8, 311
findings, disciplinary framework 261-3,
264-5, 267, 268-9, 272, 2734,
276-7
fines, disciplinary framework 263, 268-9,
273-4
fire regulations 17
“fit and proper’ questionnaires 185, 2567

fixed-assets fraud 10, 74-6, 103-5, 1434,
192-3,205-19
see also fraud
follow-up failures, auditors 53-9, 65-7, 91
‘Food for Peace’ programme 283-90
football clubs 104-5
“for discussion purposes only’ reports 149
‘for professional services. ..’ bills 160—1,
219, 234
forecasts 160, 169, 214-16
forensic accountants, concepts 1-3, 275-7
forged securities 299-307
forged signatures, cheques 40-2, 193-5,
200-1
formal cautions, disciplinary framework 262
formats of audit reports 268-9, 309
France, accountancy bodies 77
fraud
see also employee . . . ;ixad assets. . . ;
management . . . : salcz/debtors
ledger. .. ; sepio: management. . . ;
stock . ..: theit of cash
complex fravcds §8-91, 98-105, 278-306
compurar svsiems 292-306
conceots Y91, 93-145, 193-5, 266-306
Eauity Funding Corporation of America
10, 278, 292-306
r.on-theft negligence 93-145
salad oil swindle’ 279, 281-93
scandals 10, 65-6, 81, 279-310
types’ summary 9-10, 17-18, 93—4, 277-8
fraudulent misrepresentation 141-2, 205-6
FRRP see Financial Reporting Review Panel
fundamental pitfalls, auditors 94-145
futures contracts 287-92

generic terminology, engagement letters
224-6
global financial crisis from 2008 6-7, 62,
152, 177-8
glossary 307-12
going concerns
concepts 224, 41-2, 111-17, 128-9
definition 111-12
Goldblum, Stanley 294-307
golf-hotel case study 53—4
governments, senior management company
fraud 59-91
grants 130-1
The Great Wall Street Scandal (Dirks &
Gross) 10
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Gross, Leonard 10
ground rents 255
groups 19-21, 76-81, 94, 112-14, 125-9,
159-61, 221-3, 23942
see also acquisitions; parent. . . ;
subsidiaries

hand-written records 1068, 175-7, 205-6,
243-5,259

Harbor Tank Storage Company 285-6,
288-9,291-2

Haskins & Sells 289

Haupt & Co. 287-9

health and safety at work 17

hindsight 214

hire purchase (HP) 846, 278

HMRC 17-18, 30-3, 71-2, 86-7, 97-8,
130-1, 166-8, 182-6, 193-5,221-58

see also taxes

‘hold harmless’ undertaking 105, 150

holdover relief, CGT 251-2

honorary auditors to charities 47-9

Hopper, Pat 297

household/garden waste-disposal innovation
104-5

human errors, tax-related claims 245-50

ICAEW see Institute of Chartered
Accountants in England and Wales
illegal loans 115-17
impartiality stances of expert witnesses
see also independence issues
concepts 34, 5
imprest systems 31, 309
see also petty cash books
improper-reliance-on-managen.<nt
representations failures 70-6, 90-1, 103,
105-8, 114, 1334, 145, 216
indemnity clauses 1, 10, 61-2, 77-81, 116,
129-34, 148-50, 165, 176-7, 194-5,
211, 219, 222-3, 231-9, 257-9, 263,
276-17
see also insurers
independence issues 3—4, 5, 10, 32-3, 34-6,
42,47-9, 50, 604, 824, 91, 93-8,
110-11, 134, 139-41, 169-74, 263-5,
279-80, 283-92, 300-6
see also conflicts of interest
audit files 60, 667
codes of conduct 5, 264-5
jeopardising circumstances 60

‘seen to be present’ 263-5
vetting partners 60, 82—4, 134, 136, 145,
212
independent reports
fees 156-8
liability exposures 149-50, 155-8
Individual Voluntary Arrangements 262
inertia problems, auditors 53-9
inheritance tax 199
insolvency advice 198, 270
Institute of Chartered Accountants in England
and Wales (ICAEW) 5, 33-6, 117-18,
152, 202, 261-306
see also disciplinary framework
insurance brokers 21-2
insurers 1-7, 10-12, 16-17, 23-4, 56-7,
61-2,72-3,75-6, 77-81, 96, 101. 115,
129-34, 141-2, 145, 148-50, 154 -5,
165, 176-7, 186-8, 191-5, 124201,
202-6,210-19, 222-3, 227-32, 292-306
see also indemnity . . . ; rader vriters
interest charges 72-3
interim invoices 456
internal controls 12-14,19-21, 25-6, 28-9,
34-6, 37-9, 40-9, 90-1, 190-1, 194-5,
201, 212, 245-50, 255-8, 265-9, 307,
300-10
auditers failures 19-21, 25-6, 28-9, 34-6,
27-9, 40-9, 90-1, 268-9, 307
dcfinition 309-10
"nternational Financial Reporting Standards
(IFRS) 309
international standards, concepts 1-2, 3, 14,
16, 20-1, 33-6, 37-9, 45-6, 56-7,
76-81, 93-145, 199-201, 268-9, 279,
309
international-affiliations-and-inappropriate-
reliance-on-others failures, auditors
76-81, 125-9
investigation-of-circumstances failures,
tax-related claims 223-4, 258-9
investigations by management,
responsibilities 13—14, 19-21, 25-6
Investigations Committee 261-2, 276
see also disciplinary framework
investment advice, liability exposures 195-8
investment income, taxes 221
investment scams 79-81
investors 59-91, 93-4, 180-2, 195-8,
265-7
see also shareholders
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invoices 3, 9, 27-8, 31-3, 34-6, 45-6, 51-2,
53-9, 62-4, 88-91, 94, 106-11, 311

IT systems 6, 19-21, 41-2, 55-6, 84-6, 99,
132, 1334, 139, 159-61, 292-306

Italy 78-9, 81

itemised bills 160-1, 209-11, 219, 234

joint audits, concepts 129-34, 13741

Joint Disciplinary Scheme Tribunal 5, 121-2

joint/several liabilities, legal disputes 6-7, 12,
73, 78-9, 129-30, 142, 191

the journal 64, 91

Kennedy, President John F. 281

lack-of-resources failures, auditors 64-7, 91,
98-105, 145, 185-7, 265-7
lack-of-risk-awareness failures 84—6, 91,
1324, 184-5, 212
larceny theft-of-cash techniques, concepts 9,
279-92
Latent Damage Act 1986 252
Law Society 102
lawyers 1-7, 147-8, 265
see also barristers; solicitors
leases 65-7, 71, 73-6, 139
ledgers
see also nominal . . . ; purchase. . .;
sales. ..
types 310
legal aid 148, 172, 210, 252
legal disputes 27, 10-12, 15-17, 224, 55-9,
45-59, 73, 77-81, 83-4, 95-191
109-11, 118-19, 126-30, 1224, 142,
1434, 147-76, 204-19,2.27-58
see also litigation; regalations
burden of proof 11-12, 95-6
joint/several liabilities 67, 12, 73, 78-9,
129-30, 142, 191
needs 2-3
payments into court 229-30
‘pressure of work’ defences 238-9, 250
time limitations 252
UK/USA comparisons 147-9
Lehman Brothers 278
lessons, summaries of key lessons 90-1, 145,
219, 258-9, 277, 278-9, 303-7
Letters before Action 95
‘letters of comfort’, third parties 139-40
Levin, Fred 296-304
Lewis, Arthur 300

liabilities 12, 27-8, 49, 93-4, 108-17, 142,
149-219
see also creditors
understatements 27-8, 94, 108-11
liability exposures to third parties
see also insurers; third parties
disclaimers 53—4, 149-50, 154, 1701,
212,219
guidelines 149-50, 219
lessons’ summary 219
liability limitations 12, 49, 93-4, 142,
149-50, 253, 259
tax-related claims 221-59
unaudited accounts 150-5, 204-19
liability limitations, auditors 12, 49, 934,
142, 149-50, 253, 259
licensing laws for hotels/pubs/restaurants 17
life assurance 292-306
lifetime exclusions, discipiinary framework
262
‘light-touch’ regulaticns 6
liquidators 23.24-7. 66,69, 71, 73,75, 83,
106-8, 150 151-3, 180-2, 189-91,
197-R,215-14, 247-8
litigation 2--3, 6-7, 10-12, 73, 77-81,
16-101, 118-19, 147-9, 238-9, 250
ceealso EU . . . ; legal disputes; UK. .. ;
USA...
global financial crisis from 2008 6-7, 62,
152
UK/USA comparisons 147-9
loans 72-3, 79-81, 84-8, 91, 94-8, 110-17,
151, 155-6, 171-2, 177-9, 187-8, 219,
283-92, 294-307
logging of required actions, taxes 246
London Gazette 163
London Stock Exchange 120-2
long-term contracts, valuations 141-2
loss adjusters 248, 275-7
losses, taxes 221
Lowell, Sam 296

Madoff, Bernie 65, 278
Mafia 149, 283
management 8, 12—-15, 19-21, 25-8, 534,
58-9,60-91,147,206-8,214-16,269-72
letters 13, 37-9, 45-6, 53-4, 67, 126-9
responsibilities 12-15, 19-21, 25-8, 534,
58-9, 60-91, 147
mandatory/non-mandatory aspects, codes of
conduct 5
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Manufacturers Hanover Trust (MHT) 288
margins, futures contracts 287-8
marinas 180-2
material misstatements 11, 14, 36, 89-90, 94,
106-8, 118-19, 1324, 141-2, 151-3,
187-8, 192-3, 205-6, 207-8, 214-16,
256-7,310
materiality measures 14-15, 18, 20-1, 36, 39,
42-9, 54, 55-7, 106-8, 207-8, 310
Maxwell, Robert 278
media/entertainment clients 166—8
meetings
boards of directors 125-9
EGMs 15
fees 160-1
minutes 126-9
partners 221-3
mental anxieties/stresses 185-7, 191-3, 219,
227-8, 254-5
merchant banks 214-16
mergers 6, 222-3,251-5, 303
see also acquisitions
merit issues, compensation settlements 67,
10, 129, 148-9
Merrill Lynch 287
Miller, Donald 284-91
Miller, Norman 281
Milton, Mr, case study 110-11
mining/excavation companies, specialist
skills 98
Ministry of Defence (MoD) 55-6
minority interests, shareholders 98, 99-101
minutes of meetings 126-9
mitigation schemes, taxes 221
MoD see Ministry of Defence
mortgage brokers 171-2, 178-2 1267
see also loans
‘multi-financing’ frauds 65-7
mutual funds 294-307

national audit firms, small firms of auditors
120-3
NCIS 83
NEDs see non-executive directors
negligence
see also fraud. . .
common allegations 94-145
concepts 1-2, 10-12, 23-6, 31-91, 221-59
contributory negligence 11-12, 25-6,
31-3, 38-9, 46, 48-9, 56-7, 73, 85-6,
140-1, 1634, 191, 193-5, 254-5

non-theft negligence 93-145
tax-related claims 221-59
types 1-2, 11-12, 23, 31-3, 93-145,
221-59
net realisable value 26-8
Netherlands 78
New York Produce Exchange 287
NICs 17, 130-1, 1434, 166-8, 1824
‘no fault’ style of litigation 148-9
‘no status’ lending 177-8
nominal ledgers 30, 31-3, 40-2, 255, 310
non-adjusting events, definition 311
non-audit assignments, concepts 149-219
‘non-engagement’ letters 150
non-executive directors (NEDs), concepts 75,
93, 179-80, 269-72
non-mandatory aspects, codes of conduct &
non-routine instructions 79-81, 205-A
‘non-speaking’ share valuations 92-10)
non-theft negligence, concepts 93--145
not-keeping-up-to-date dangers. disciplinary
framework 252, 267 -2
nursing agencies 1434

off-balance-she>t transactions 6, 280

Office of the Deuty Prime Minister 121

official eamp aints, disciplinary framework
2724, 275-7

Offic1al Receiver 274

Cous Dei organisation 283, 2867

oral evidence 158

outdoor-units-supplier case study 158-61

outstanding fees 158-61, 166-8

overdrafts 6, 95-6, 135-6, 151-3, 156-8,
211-12,213-14, 226-8

overview of the book 1-7

own-share purchases 116

parent companies 19-21, 55-7, 76-81,
115-17, 125-9, 159-61
Parmalat 81, 278
partners 78-81, 86-8, 184-201, 219,
221-59
see also accountants
communications 221-3
dismissals 184-5, 191-3
ethics 86-8, 190-5, 248, 251-5
meetings 221-3
mental anxieties/stresses 185-7, 191-3,
219, 227-9, 254-5
mergers 222-3, 251-5
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partners (cont.)
run-off insurance designs 191, 222-3,
2534
vicarious liability 184-95, 201, 219,
256-9, 265-7, 277
PAYE 17-18, 29-33, 37, 130-1, 193-5, 224,
255
see also taxes
payments into court, legal disputes 229-30
payroll 434, 174-7, 255, 285-6
Pearce, Phil, case study 245-6
peer reviews, employees 255
petty cash books 25-6, 29-33, 34-6, 51-2,
309
see also imprest systems
physical stocktaking 224, 746, 77, 96,
284-6
planning permissions, residential property
estates 120-2
plausibility tests 46, 70, 71, 76, 83—4, 91,
125, 152-3
see also verification issues
pledged assets 171-2, 179, 187-8
police complaints 275-7
pollution liabilities 16—17
Ponzi-type fraud 35, 124-5
see also teeming and lading
post balance sheet events, definition 310-11
‘predecessors in business’ 254
present values 124-5
‘pressure of work’ defences 238-9, 250
private cash books 19-21
procedures, disciplinary framework 5, 33-6,
261-2,272-4,275-7
professional bodies 4-6, 33-3. 151, 178-9,
188-91, 196-8, 224-¢, 261-306
professional pitfalls, auditurs 147-219
Professional Standards Office 261-2
profit and loss accounts
see also financial statements
ledger transfers 310
profits, forecasts 160, 169, 214-16
‘profits available for purpose’ 183—4
prospectuses 278-9, 305-6
proximity case law 134, 155, 216
see also duties of skill and care
public houses 193-5
public interest, disclosures of management
fraud 14-15
public profiles, complaints 5, 12, 120-2,
261-2

purchase/creditors ledger 28, 30-5, 434,
57-9, 69, 77, 93-4, 308, 310
see also creditors
circularisation of creditors/debtors 28,
33-5,43-4, 69, 77, 308
definition 310

QCs 211

qualified audit reports, concepts 13-14, 224,
26, 51-2, 96, 98

Queen’s Award for Exports 62

ratios 28, 82—4
re-insurance fraud 296-307
‘reasonably competent’ conduct, concepts 4,
11,17, 36, 50-3, 80-1, 109-11, 152-3
receivers 267, 63, 72-5, 110-11, 113-14,
138-9, 141-2, 149-50, 1:,1-3, 160,
213-14,270-2
recommendations by accouncants, taxes
223-42
recommendatiors vy auditors
concepts 15—:1, 44, 47-9, 53-4, 56-9,
66—71,.126=9
essen ial/non-essential matters 13
Reco nn ended Offer Document 214-15
reconciliations, groups 126-9
vecord-keeping shortfalls 2, 17, 34-9, 106-8,
126-9, 157-8, 159-61, 166-8, 205-6,
208, 210-11, 214, 218-19, 221-3,
242-6, 259, 276-17, 296-306
client contacts 242-5, 259
clients 2, 17, 34-9, 106-8, 126-9, 159-61,
166-8, 205-6, 21011, 214, 218-19,
221-3, 242-6, 259
hand-written records 106-8, 1757, 205-6,
243-6, 259
taxes 221-3, 242-6, 259
references from employers 36-9, 227-8
refunds of VAT 236-7, 241-2
Registered Auditors 130-1
Registrar of Companies 162-3
registration issues, VAT 237-9, 247-9
regulations 3, 4-6, 16-17, 96-8, 119-22, 185,
196-8, 256-7, 279, 305-6
see also disciplinary framework
auditors’ monitoring responsibilities
16-17, 96-8, 225-6, 239
clients’ conduct 16—17, 96-8
financial services 196-8
“fit and proper’ questionnaires 185, 2567
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‘light-touch’ regulations 6
self-regulations 4-6
taxation work 2567
reliance problems
draft accounts 149-55
improper-reliance-on-management-
representations failures 70-6, 90-1, 103,
105-8, 114, 1334, 145, 216
international-affiliations-and-
inappropriate-reliance-on-others failures
76-81, 125-9
relief claims, taxes 221-3, 227-8, 240-1
reprimands, disciplinary framework 262, 267,
272,273-4
reputations 125, 145, 152, 219, 251-5
requisite standards, concepts 4, 14, 16-17,
20-1, 33-6, 37-9, 45-6, 567, 76-81,
93-145, 199-201, 219, 309
‘reserved areas’ of work, codes of conduct 5
residential property estates 120-2
resignation letters, auditors 15, 66-7, 97-8,
119, 145
resources, lack-of-resources failures 647,
91, 98-105, 145, 185-7, 265-7
response dangers, disciplinary complaints
274-7
responsibilities 11-91, 93-145, 147,
149-50, 153, 156, 159-61, 1634,
167-8, 176-7, 205-6, 209-11, 219,
224-30, 302-6
auditors 11-91, 93-145, 147, 226-30,
302-6
directors 1215, 19-28, 31-3, 38-9, 53-4,
162-4
engagement letters 11, 13, 14, 19,
48-9, 534, 67, 131, 133,135y, 147,
149-50, 153, 156, 159-61, 1634,
167-8, 176-7, 205-6, 209-11, 219,
224-30
managers 12-15, 19-21, 25-8, 534, 58-9,
60-91, 147
‘responsible individual’ status, concepts 3,
269
retainers 175-7
retirement plans 195-8
returns
sales/debtors ledger 9
taxes 193-5, 221-3, 247-8, 249-50,
253-5
VAT 193-5, 247-8, 255
revenue-recognition concepts 120-2, 311

rights issues 6

risk assessments 35-6, 37-9, 42-9, 59-60,
77-81, 846, 90-1, 117-34, 13741,
184-5, 278-306

run-off insurance designs 191, 222-3,
253-4

Sacca v Adam (1983) 239
‘salad oil swindle’ 278, 280-93
sales, skimming theft-of-cash techniques 9,
17-18, 19-26
sales of businesses 108—11, 13445, 169-74,
187-8, 191-3, 20419, 234-6
see also acquisitions
sales day books
invoices 53, 106-8
year-end ‘cut-off” manipulations 106--17,
308
sales/debtors ledger 4, 9, 17-59, £2-4.74-7,
83-6, 109-11, 118-19, 132—;/135-6,
287-306, 310, 311, 312
see also discounts; fravd: returns;
write-offs
sampling theory, concepts 51-2, 311
Saxon Industries 1:'9
scandals 10.55-6, 81, 279-307
Secrist, Puna d 301
Securitios and Exchange Commission (SEC)
291, 300-1, 304-5
Seigman & Seidman 3034
self-insurance 148-9
self-regulations, concepts 4—6
senior management company fraud
see also management. . .
concepts 10, 59-91, 103, 105-8, 114,
117-25, 145, 277-306
lessons’ summary 91
Serious Fraud Office 63
settlement wordings, insurers 211
‘several’ liability system, EU-based litigation
73,78-9
severe reprimands, disciplinary framework
262
shadow directors, concepts 1747
share valuations 2, 98, 99-101, 103-5,
13145, 201-19
share-for-share exchanges, tax-related claims
243-5
shareholders 6-7, 15, 24, 26-8, 71-2, 95-6,
98, 99-101, 125-9, 134-45, 179-80,
1824, 2024, 239-42
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shares stockbrokers, certificates 67—8
business asset rollover relief 240-1, sub-prime lending crisis see global financial
251-2 crisis from 2008

mutual funds 294-307
own-share purchases 116
shell companies, disbursements theft-of-cash
techniques 9
shipyard/harbour-authorities supplier case
study 153-5
signatories, cheques 37-8, 47-9
signatory limits, cheques 37-8
Singapore 79
Skilling, Jeff 278
skills 34, 10, 17, 25-6, 27-8, 36-9, 41-2,
50-3,76-81, 91, 94-5, 98-145, 149-57,
170-1, 181, 195-8, 2014, 207-8, 216,
219, 227-8, 265-7, 277
skimming theft-of-cash techniques, concepts
9, 17-18, 19-26
small companies 129-31, 225-6, 268
small firms of auditors
appointment suspicions 64—7, 91
national audit firms 120-3
sole practitioners
alternatives 249
discussion groups 236
solicitors 15, 46, 72-3, 77, 95-6, 98, 102-3,
147-8, 151-2, 154, 199-201, 213-14,
235-58, 267
see also lawyers
South Africa 79
South Sea company 280
Spain 78
Sparklers Limited case study 27C-2
‘Special Institute Conditions 195
special purpose vehicle: 2/
specialist-knowledge failures 98-105, 145,
195-201, 202-4, 223-42, 265-7, 277,
304-6
Spencer, Robert 304
stakeholders 93—4
standards 1-2, 3, 14, 16, 20-1, 33-6, 37-9,
45-6, 56-7, 76-81, 93-145, 199-201,
219, 268-9, 279, 309
stock
frauds 9, 22-4, 55-7, 68-70, 74-6, 77, 94,
96, 107-8, 283-92
ratios 28
valuations 26-8, 94, 96, 13741, 151-3,
154, 187-8, 213-14, 256-7, 270-2,
2834

subcontractors 57-9, 96-8, 129-34, 231-2

subsidiaries 19-21, 55-7, 76-81, 125-9,
158-61, 239-42

substantive testing, definition 311

Sultan, Mike 300

suspension of membership, disciplinary
framework 262

suspicious-circumstances follow-up failures,
auditors 53-9, 65-7, 91

swarf 88-90

Switzerland 79-81

taxes 4, 17-18, 57-9, 86-8, 94-8, 161,
166-71, 178-9, 182-6, 1901, 193-5,
199-201, 21618, 221-5%

see also HMRC; PAYE; VAT

advisers 216-18, 221-52

appeals 221-3

asset transfers220-2,259

business asse! vollover relief 240-3,
251-2

Case (I/1'1 2234

cates 223-58

casial-advice dangers 230-7

cessation basis assessments 246

CGT 199, 230-2, 234-6, 251-2

circumstances of the client 223-9, 258-9

claimants 221-59

complexities 242, 252-3, 259

deadlines 221-3, 227-8, 233-4, 245-6,
249-50, 253-5

diaries 221-3

earned income 221, 230, 2334

election deadlines 221-3, 227-8, 2334,
245-6, 249-50, 255

engagement letters 224-30

failed practice administration 221-3,
242-59

groups 221-3, 239-42

human errors 245-50

inadequate/incorrect advice 22145, 251-2

investigation-of-circumstances failures
223-4

investment income 221

lessons’ summary 258-9

losses 221

mergers 222-3, 251-5

mitigation schemes 221
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record-keeping shortfalls 221-3, 242-6,
259
regulatory shortfalls 2567
relief claims 221-3, 227-8, 240-1
responsibilities 226-30
returns 193-5, 221-3, 247-8, 249-50,
253-5
sales of businesses 234-6
specialist-knowledge failures 23942
subcontractors 96—8, 231-2
trustees 199-201, 255
teeming and lading
see also sales/debtors ledger
concepts 9, 17-18, 19-22, 35-6, 434,
308, 312
definition 35, 312
theft of cash
see also disbursements. . . ; fraud;
larceny . .. ; skimming. ..
concepts 9-10, 17-59, 193-5
third parties 11-12, 25-6, 31-3, 38-9, 46,
48-9, 56-7, 73, 76-81, 85-6, 1401,
149-219
see also liability exposures
time limitations, legal disputes 252
time-share contracts 73-6
‘top down’ risk assessments
see also analytical reviews
concepts 81-4
tort law 46, 149-50
‘totality’ tests 140
Treasury Solicitor 270-1, 274
‘true and fair view’ requirements 1-2, 10, ' 1,
13-14, 18, 54, 59, 94-8, 126-9, 20(-8,
311
trusted employees 18, 2842, 255X
trustees, concepts 149-50, 198-2¢1, 255
turnover ratios 28, 82—4
see also sales. ..

UK 1-2, 5-6, 33-6, 77-83, 117-18, 129,

147-9, 152, 202, 261-306
see also disciplinary framework

unaudited accounts, liability exposures to
third parties 150-5, 204-19

underwriters 16-17, 24, 26-8, 48-9, 72-3,
152, 188, 190-3, 199-201, 203, 205,
212-14, 222-3,233-5, 252-9, 305-6

see also insurers
unqualified accountants 255-8, 266-7
unrehabilitated bankrupts 2734
‘unrevised draft’ reports 149-50
up-front development costs, residential
property estates 120-2
USA 6, 10, 77-8, 147-9, 278, 280-310

valuations 2, 26-8, 74-6, 94, 96, 98, 99-101,
103-5, 109-11, 131-45, 151-3, 154,
171-2, 179, 187-8, 192-3, 201-19,
256-17,270-2, 2834

valuers, appointments 202—4

VAT 17-18, 29-33, 37, 64, 166-8, 193-5,
225,229, 230, 23642, 255

building materials 230, 2367
criminal charges 247-8
exemptions 241-2

refunds 236-7, 241-2
registration issues 237-9, 247>
returns 193-5, 247-8, 255
thresholds 225, 237-¢

vegetable oil 278, 2865—9

vehicle licensing :e>ulations 17

venture capital ~on'panies 138-41, 161-2,
1814

verificatiop issues 22—4, 32-3, 35-9, 47-9,
51-.2,60, 67-76, 82-4, 91, 96, 134, 136,
145, 152-3,212, 278-306, 311

sce also plausibility tests

vetting partners, independence issues 60,
82-4, 134, 136, 145,212

vicarious liability, concepts 179-95, 201,
219, 256-9, 265-9, 277

warranties 114, 143-4, 192-3, 205,

216-19

Willis, Arthur, case study 187-8

Wolfson Weiner 303—4

work-in-progress valuations 26-8, 94, 1324,
141-2, 151-3, 187-8

working papers, ‘hold harmless’ undertaking
105, 150

working-capital manipulations 106—8

WorldCom 278

write-offs, sales/debtors ledger 9

year-end ‘cut-off” manipulations 94, 106-11,
1324, 308
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