
INDEX

A4S see Prince’s Accounting for 
Sustainability Project, The

ability to pay, 9
ACCA see Association of Chartered Certifi ed 

Accountants
acceptance and continuance

ISA 200, 374
ISQC 1, 374

accountability, 5
ADT Ltd v Binder Hamlyn (1995), 254
advertising, 34
agents, 5
AGM see Annual General Meeting
agreed-upon procedures, 7, 387–9, 402–6

agreeing the procedures, 404
performing the procedures, 404
reporting, 404–6
written engagement letter, 404

AICPA see American Institute of Certifi ed 
Public Accountants

allocation of overheads, 172
Alternative Business Structures (ABSs), 35
American Institute of Certifi ed Public 

Accountants (AICPA), 96, 347
Auditing Standards Board (ASB), 347

annual general meeting (AGM), 57
annual independence declaration, 46
anomalies, 188
anti-money laundering regulations, 327
appointment of auditors, 57–61

eligibility, 57–9
entities required, 57
responsibility for, 59

arithmetical and accounting controls, 103
arm’s length transactions, 231–2
Association of Authorised Public Accountants 

(AAPA), 58
Association of Chartered Certifi ed 

Accountants (ACCA), 13, 25, 
58, 158

Association of International Accountants 
(AIA), 58

assurance
need for, 4–13
risk and, 6–7
types of, 7–8

assurance engagements, 416–8

limited assurance engagements, 7, 427
reasonable assurance engagements, 

7, 427
revision of basic elements, 417–18
types, 7–8, 416–17

assurance process, 9–11
acceptance and planning, 9
evidence-gathering, 10–11
fi nalisation, 11
risk assessment, 9

assurance reports, 11–12
greenhouse gas statements, 426–8

audit
administration and planning, 36–7
defi nition, 4
limitations, 28
myths about, 12
need for, 4–13
purposes, benefi ts and limitations, 8–9

audit committees, 246–9
external audit, 248–9
fi nancial statements and internal 

control, 247
internal audit, 247–8
membership, procedures and 

resources, 247
audit evidence, sources of, 126
audit failure, 291
audit fi nalisation, 265–74

fi nal analytical procedures, 266
fi nancial statement closing process, 266
misstatements, evaluation of, 266–9

communicating identifi ed errors, 267–8
evaluating uncorrected misstatements, 

268–9
subsequent events, 269–72

adjusting and non-adjusting subsequent 
events, 270

auditors’ responsibilities, 270–2
written representations, 272–4

format and date, 274
not provided or doubts as to 

reliability, 274
on responsibility for the fi nancial 

statements, 272
other representations, 272–3

Audit Firm Governance Code (UK) 263
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audit risk, 12, 88
audit scope, limitations of, 284
audit tools, 152–94
Auditing Standards Board (ASB) (AICPA), 347
auditor

duties, 59–60
fi duciary duties, accountability, stewardship 

and agency, 4–6
independence, 106, 256
objectives, 8
rights, 59

bank 
audit, 160–2
confi rmations, 158–60

Basel Committee on Banking Supervision, 
349, 350

benefi cial ownership, 330
best value, 202
bias, 27

estimates, 177
blackmail, 322
Black-Scholes option pricing model, 338
block selection, 187
branding, 35
bribery, 322
Bribery Act 2010 (UK), 322
briefi ng notes, 15, 17–18
British Bankers’ Association, 158
British East India Company, 13
business relationships, 48
business risk, 88
business, understanding, 90–108, 93

CAAT see Computer Assisted/Aided Audit 
Technique

CAG see Consultative Advisory Group
‘cap-and-trade’ schemes, 423
Caparo Industries Plc vs Dickman and 

Others (1990), 253–4
capital expenditure budget, 183
carbon credits, 423
cash and bank audit, 160–2
cash donations, 410
cash fl ow, 5
CCAB see Consultative Committee of 

Accountancy Bodies
CDD see Customer Due Diligence
charities, 328
Charities Act, 2011 (England and Wales), 407
Chartered Accountants Ireland (CAI), 58

Chartered Institute of Public Finance and 
Accountancy (CIPFA), 58

checklists, 93
‘Chinese walls’, 43
collusion between staff, 101
Committee of Sponsoring Organizations of 

the Treadway Commission (COSO), 
257, 357

Framework, 96, 107
communication, 39

internal control, defi ciencies in, 304–5
with management and those charged with 

governance, 300–4
auditor independence, 302
auditors’ responsibilities, 301–2
signifi cant fi ndings, 302
what is communicated and two-way 

communication, 301–2
with previous accountant, 32–3
process, 303–4

two-way, 304
companies, 36
compensating controls, 188
competence, 9, 27–8
compilation engagement, 7, 387–9, 398–402

accepting, 400
nature and purpose, 399–400
reporting, 401–2

complementary user entity controls, 216
computer assisted audit techniques (CAATS), 

95, 191–4
audit software, 192, 194
test data, 192–3, 194
types, 192
usage, 192–3

computer forensics, 332
confi dentiality, duty of, 28

breach of, 321
confi rmations, 153–60, 157

decision to obtain, 154
fi nancial statement assertions and, 153–4
positive and negative requests, 154–5
process, 155–60

bank confi rmations, 158–60
client refusal to permit request, 156
non-responses, 157–8
responses, 157
responses not agreed, 158

confl ict of interest, 5, 27, 43–4
forensic accounting, 332

confl ict resolution, 31–2
Consultative Committee of Accountancy 

Bodies (CCAB), 158
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continuing engagements, 32–3
incoming accountants, 33
previous accountants, 33

continuing professional education/
development (CPD, CPE), 25, 30, 374

control (operational) effectiveness, 95
control risk, 88–9
controls

activities, 99–100
categorisation, 103–4
components, 96–103
control environment, 96–7
evaluation of design and implementation, 94–5
information systems, 98–9

application controls, 98, 99
general controls, 98–9

internal control objectives, 104
risk assessment process, 97–8
smaller entities, 94, 98

corporate failure, 291
corporate governance, 237–64

defi nition, 238–41
codes, 239–40
objectives and outcomes, 240–1
USA, UK and Europe, 238–9

reporting on, 240
supervisory board, 239
two-tier board systems, 239
unitary systems, 239

COSO see Committee of Sponsoring 
Organizations of the Treadway 
Commission

CPE/CPD see Continuing Professional 
Education/Development

credit risk, 337
customer due diligence (CDD), 328
customer identity verifi cation, 329
cut-off, 167

DECCA mnemonic, 121
deeds of covenant, 410
defamation, 321
depreciation, 176
Designated Non-fi nancial Businesses and 

Professions (DNFBPs), 328
detection risk, 89
digital forensics, 332
directional testing, 123, 124
director of audit client, serving as, 51
disclosure, professional right or duty, 28
DNFBP see Designated Non-fi nancial 

Businesses and Professions
documentation 

ISA 200, 379
ISQC 1, 379

documentation, audit, 77–84
adequate documentation, 79
assembling audit fi les, 85
audit programmes, 80
detail and oral explanations, 81–4
permanent fi le documentation, 

78–9
purposes, 78
smaller fi rms and, 85
types, 79–81
understanding of entity system, 104
working papers, 80

examples, 82–3, 83–4
donations in kind, 410–11
due care, 27–8
Dutch East India Company, 13
duty of care, 252, 253–4

earnings per share (EPS), 358
ECX see European Climate Exchange

advantages and disadvantages, 37–8
emissions trading schemes, 423
emphasis of matter and other matter 

paragraphs, 289–91, 292, 297–8
employment with audit client, 49–50
engagement documentation, 64, 377
engagement letter, 9, 64, 404
engagement performance

ISA 220, 378
ISQC 1, 375–7

Engagement Quality Control (ECQ), 376
Engagement Quality Control Review 

(EQCR), 376–7
engagement terms, agreeing, 61–4, 69

acceptable fi nancial reporting 
framework, 62–3

content of engagement letters, 64
imposed limitations, 63–4
preconditions and premise for audit, 61–2
written agreement, 63

entity and its environment, understanding, 
90–3

information about, 91
measurement and review of fi nancial 

performance, 92
objectives, strategies and business risks, 92, 9393
selection and application of accounting 

policies, 91
entity risk, 88
EQCR see Engagement Quality Control 

Review
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ES PASE see Ethical Standards Provisions 
Available to Small Entities

estimates, 176–82
estimation uncertainty, 176–7

high, 177
low, 176–7

misstatements, 181
disclosures, 181–2
written representations, 182

responding to assessed risks, 178–81
developing point estimate or range, 180
signifi cant risks, 180
testing control effectiveness, 179–80

substantive procedures in response to 
signifi cant risks, 180–1

ethical requirements
engagement, 69
ISA 220, 374
ISQC 1, 373

Ethical Standard – Provisions Available for 
Smaller Entities (ES PASE), 56–7

Ethical Standards, 25–6
ES 1, 31
ES 2, 48
ES 3, 52
ES 4, 38, 42, 43, 44–5
ES 5, 53

ethics partner, 31
EU ETS see European Union Emissions 

Trading Scheme
European Climate Exchange 

(EXC), 423
European Commission, 349
European Community Fourth Directive, 12
European Union

annual transparency reports, 263
Emissions Trading Scheme (EU ETS), 423

evidence, audit, 114–26
appropriate audit evidence, 118
defi nitions, 114–15
relevant audit evidence, 119–20
reliable audit evidence, 118–19
risk assessment procedures, 115–18

substantive procedures, 117–18
testing control effectiveness, 115–17

suffi cient audit evidence, 118
evidence-gathering, 202
experts, 210–13

adequacy of work, 212
fi eld of expertise, 212
management’s expert, 212–13
reporting, 212
use of, 211–12

external audit, 4, 248–9

annual audit, 249
appointment, 248
ethical requirements, 248–9

external auditor, 4
extortion, 322

facilitation payments, 45
family, 49

close, 46, 47
immediate, 45

FATF Recommendations, 327
FATF, 327

fees, 9, 39–43
audit, 41–3

contingent fees and audit clients, 43
fees from public interest audit clients, 42
overdue fees and audit clients, 43
total fee income and audit clients, 41–2

contingent, 40–1, 43
high, 39–40
low, 40
no-win-no-fee, 40
referral, and commissions, 41
self-interest threat, 41
threats and safeguards, 40, 42

fi duciary duties, 5
Financial Executives International 

(FEI), 96
fi nancial instruments, 335–9

audit issues, 336
controls over, 337
defi nition, 335–6
other audit considerations, 339
risks associated with, 336–7
signifi cant risks, 337
valuing, 338–9

brokers, 338
consensus pricing services, 338
inactive markets, 338
pricing models, 338
pricing services, 338
third party pricing sources, 338

fi nancial intelligence units (FIUs), 328
fi nancial interests, 47–8
Financial Reporting Council (UK), 259
Financial Stability Board, 349
fi nancial statement assertions, 

119–21, 122
balances, 119, 120–1
classes of transactions, 119–20

accuracy, 120
classifi cation, 120
completeness, 120
cut-off, 120
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occurrence, 119
presentation and disclosure, 119, 121

fi nancial statement risk, 88
FIU see Financial Intelligence Unit
fl owcharts, 104
forensic accounting, 331–5

court proceedings, 335
defi nition, 331
engagement acceptance, 333

commercial considerations, 333
competence, 333
independence and confl icts of interest, 

333
forensic engagement, 333–5

chain of custody, 334–5
evidence gathering, 334
planning, 333–4
reporting, 335

types
asset misappropriation and theft, 332
computer or digital forensics, 332
confl icts of interest, 332
misuse of IT by employees, 332

use of, 331–2
forensic auditing, 333
forensic investigations, 332–3
Forum of Firms, 346, 347
Framework, 347, 352, 355–70
fraud, 39, 312–22, 323, 316

auditor scepticism, forgery, 316–17
defi nitions, 312–13
engagement team discussion, 317
fi nancial reporting, 314, 315–16, 318–19
inquiries, 317
misappropriation of assets, 314, 318–19
reporting, 321–2

in the public interest, 321–2
legal right or duty to report, 321

risk assessment and responses, 319–20
analytical procedures and written 

representations, 320
management override and journal 

entries, 320
risk factors, 317–19
types, 314–16

fraudulent misrepresentation, 322
fraudulent trading, 322
FRC see Financial Reporting Council
fundamental principles, 27–8, 29

Generally Accepted Auditing Standards 
(GAAS), 347

gifts and hospitality, 44–5
Global Reporting Initiative (GRI), 368, 424

going concern, 288–9, 291–9
audit as hygiene factor, 292
audit procedures where signifi cant doubt 

arises, 296
defi nitions, 292–3
evaluating management’s assessment, 

295–6
reporting, 292, 297–8
risk assessment, 293–4
smaller entities, 296–7

good faith, acting in, 5, 321
governance processes, assessment, 200
grants, 411
greenhouse gas (GHG) statements, 358, 

423–4
acceptance, planning and understanding 

the entity, 424–5
assurance reports, 422, 426–8
materiality, 424–5
reasonable and limited assurance, 424, 427
responses to risk, 425
risk assessments, responses and procedures 

performed, 425–6
risks of material misstatement, 426

GRI see Global Reporting Initiative
group audit, 218–25

evaluating component auditors, 222–3
materiality, 221

component materiality, 221–2
process, 223–5

communications with component 
auditors, 223–4

consolidation process and accounting 
requirements, 224–5

group auditor involvement in component 
audit work, 223

reviewing component auditor 
work, 225

responsibilities, 219–20
signifi cant and non-signifi cant components, 

220–22
Guidance on Audit Committees (UK), 

239, 247
Guidance on Board Effectiveness, 239

haphazard selection, 188
history, 12–13
human resources

ISA 220, 375
ISQC 1, 374–5

IAASB see International Auditing and 
Assurance Standards Board
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IAESB see International Accounting 
Education Standards Board

IAPN see International Auditing Practice 
Note

IASB see International Accounting Standards 
Board

ICAEW see Institute of Chartered 
Accountants in England and Wales

IESBA see International Ethics Standards 
Board for Accountants

IFAC see International Federation of 
Accountants

IFIAR see International Forum of 
Independent Audit Regulators

IFRS see International Financial Reporting 
Standards

IIA see Institute of Internal Auditors
IIRC see International Integrated Reporting 

Council
in-sourcing, 213
inconsistencies, 308
independence, 9, 39, 45–57

in appearance, 17
of mind, 27

information processing controls, 101
inherent risk, 88
Institute of Chartered Accountants in 

England and Wales (ICAEW), 13, 
25, 58, 158

Institute of Chartered Accountants of 
Scotland (ICAS), 58

Institute of Internal Auditors (IIA), 96, 203
integrated audits, 106
integrity, 27
internal audit, 4, 198–210, 247–8

activities, 199–200
ad hoc internal audit assignments, 201–2
direct assistance, 205–7
evaluation of work, 204–5
provision by external auditors, 

207–10
use of internal auditor by external auditors, 

203–4, 205205
vs external, 201

internal control, 94
assessment, 200
audit committee, 247–8
communicating defi ciencies in, 305
inherent limitations, 89

Internal Control Evaluation Questionnaires 
(ICEQs), 104

Internal Control Questionnaires 
(ICQs), 104

International Accounting Education 
Standards Board (IAESB), 346

International Accounting Standards Board 
(IASB), 345

International Auditing and Assurance 
Standards Board (IAASB), 25, 346, 
347, 348, 349

board and members, 349
clarity project, 350
Consultative Advisory Group (CAG), 349
standards, 346–7

International Auditing Practices Notes 
(IAPNs), 351

IAPN 1000, 311, 336
International Ethics Standards Board for 

Accountants (IESBA), 346
Code of Ethics for Professional 

Accountants, 25, 26, 208, 209, 
346, 356

International Federation of Accountants 
(IFAC), 24, 345–53

Board, 349
Professional Accountancy 

Organisation Development 
Committee (PAODC), 346

Professional Accountants in Business 
Committee (PAIB), 346

Public Interest Activity Committees 
(PIACs), 349

Public Interest Oversight Board (PIOB), 
243, 349, 350

Small and Medium Practices Committee 
(SMPC), 346, 385

Transnational Auditors Committee 
(TAC), 346

International Financial Reporting Standards 
(IFRSs), 345

International Forum of Independent Audit 
Regulators (IFIAR), 346

International Framework for Assurance 
Engagements see Framework

International Integrated Reporting Council 
(IIRC), 368, 424

International Organisation of Securities 
Commissions (IOSCO), 350

International Public Sector Accounting 
Standards Board (IPSASB), 346

International Related Services Practice Notes 
(IRSPNs), 351

International Review Engagement Practice 
Notes (IREPNs), 351

International Standards on Assurance 
Engagements see ISAE
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International Standards on Auditing see ISA
International Standards on Quality Control 

(ISQCs), 25, 350
ISQC 1, 31

International Standards on Related Services 
(ISRSs), 351

International Standards on Review 
Engagements see ISRE

interval selection, 187
inventory, 163–74

after the count, 169
cut-off testing, 169–70
substantive procedures over 

inventory, 170
testing fi nal results, 169
tests of control effectiveness over 

inventory counting, 170
tests of control effectiveness over 

inventory records, 170
attending inventory counts, 166–7
auditor non-attendance, 171
disclosures, 173
evaluating instructions and observing 

performance, 167–8
importance of, 163–4
inventory held by third parties, 171
litigation and claims, 174–5
net realisable value (NRV), 171, 173
perpetual inventory counting and inventory 

records, 164–5
planning attendance at counts, 164
purchases cycle, 171
risk assessment, 165–6
sample test counts, 168–9
segment information, 175
work-in-progress, 173–4

IOSCO see International Organisation of 
Securities Commissions

IPSASB see International Public Sector 
Accounting Standards Board

ISA, 25, 347, 350, 351, 354
ISA 200, 61, 87, 88, 276, 313, 343, 353–5

application material, 354
defi nition, 353
limited assurance engagements, 353
objectives, 354
premise, 354–5
reasonable assurance, 353
requirements, 354

ISA 210, 61, 62, 278, 284, 291, 356, 361, 362
ISA 220, 31, 110, 343, 357, 371, 372
ISA 230, 67, 78, 354
ISA 240, 109, 178, 311, 313, 314, 319, 322

ISA 250, 301, 311
ISA 260, 110, 299, 300
ISA 265, 108, 299, 304
ISA 300, 67, 68, 387
ISA 315, 87, 88, 90, 94, 96, 107, 108, 115, 

119, 121, 126, 203, 232, 257, 317, 387
ISA 320, 67, 74, 75, 76, 77
ISA 330, 115, 117, 129, 131, 133, 134, 135, 

136, 140, 154, 266
ISA 402, 196, 218
ISA 450, 75, 265, 267
ISA 500, 80, 113, 114, 115, 116, 118, 

124, 126
ISA 501, 110, 152, 166, 273
ISA 505, 152, 301
ISA 510, 228, 232
ISA 520, 128, 137, 265
ISA 530, 152, 188, 189
ISA 540, 109, 152, 190, 273
ISA 550, 228, 229, 230, 231, 232, 273
ISA 560, 265, 270, 273, 291
ISA 570, 288, 293, 295, 298, 301
ISA 580, 265
ISA 600, 196, 220
ISA 610, 196, 199, 205
ISA 620, 109, 196, 210, 211, 212
ISA 700, 114, 126, 275, 278, 287, 369
ISA 705, 275
ISA 706, 288, 289
ISA 710, 228, 290
ISA 720, 240, 291, 306, 307
ISAE 3000, 62, 343, 351–2, 355–70

assurance engagements, 355–6
assurance reports, 368–70
attestation engagements, 360
direct engagement, 360
engagement terms, 362–3
ethical requirements, 356
intended users, 361
limited assurance engagement, 357, 359, 

364–6, 369
materiality, 368
preconditions for assurance engagement, 

360–1
professional judgement, 367
quality control, 356
reasonable assurance engagement, 357, 

359, 364–5
responsible party, 361
three party relaitonship, 361

ISAE 3400, 351, 352, 415
ISAE 3402, 196, 217, 351
ISAE 3410, 351, 356, 415
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ISAE 3420, 415, 433–5
engagement acceptance, 433–4
materiality, 434
practitioner procedures, 434
reporting, 435
sustainable criteria, 434

ISQC 1, 78, 109, 343, 346, 356, 371–3
objectives, 371–2
on quality control, 31

ISQC see International Standards on Quality 
Control

ISRE 2400, 369, 383–412
ISRE 2410, 383–412
ISRS 4400, 351, 383–412
ISRS 4410, 351, 383–412
IT

audits, 202
misuse by employees, 332

joint audits, 225

key audit partner, 46
key performance indicators (KPIs), 418–21

agreed-upon procedures, 419, 421
environmental, 420
fi nancial, 419
operational, 419
social, 420
staff, 420

KPIs see Key Performance Indicators

laws and regulations, auditors’ responsibili-
ties, 323–4

leadership responsibilities, 372–3
ISA 200, 373
ISQC 1, 372–3

legacies, 410
Lehman Brothers, 231
letters, 16

of professional enquiry, 32, 33
Limited Liability Act, 1855 (UK), 12
limited liability partnerships, 36
Limited Liability Partnerships Act 2000 (UK), 36
liquidity risk, 337
listed entities, 26
litigation, actual or threatened, 52
loans, 48

of staff to clients, 50
long-term liabilities, audit of, 184–5
lowballing, 40

management responsibilities, 46
material defi ciency, 304

material misstatement, 308
risks of, 88, 108–10

materiality, 73–7
defi nition, 74
levels and benchmarks, 75–7

percentages and benchmarks, 76–7
qualitative aspects, 76

performance, 75
revisions to, 77

misstatements, evaluation of, 266–9
communicating identifi ed errors, 267–8
evaluating uncorrected misstatements, 

268–9
monetary unit selection, 188
money laundering, 33, 313, 325–31

defi nition, 325–7
integration, 327
international co-operation, 330
international efforts to combat, 327–31
layering, 327
placement, 326
prevention, 328–31

monitoring
ISA 220, 379
ISQC 1, 378–9

monitoring controls, 102–3
multi-disciplinary practices (MDPs), 35

narrative notes, 104
negligence, 39
network fi rm, 46
networks, 46
neutrality, estimates, 177
New York Stock Exchange (NYSE), 6
non-assurance services, 52–6

accounting services, 53
corporate fi nance services, 55
internal audit and IT systems, 53
legal services, 56
litigation support and valuation services, 

54–5
recruitment services, 56
tax services, 55–6

non-audit services, cross-selling to audit 
clients, 38

non-compliance investigation and reporting, 
laws and regulations, 324–5

non-current assets, 105105
audit of, 182–5

non-statistical (judgement) sampling, 183
not-for-profi t entities, 406–12

audits and reviews, 408–12
activities and risk assessment, 408–9
analytical procedures, 411–12
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balance sheets or statements of assets, 411
engagement acceptance and 

continuance, 408
income, 410–1
movements on funds, 411
reporting, 412
review enagements, 409–10
tests of control effectiveness and substan-

tive procedures, 409
trustees’ and directors’ reports, 412

features, 407–8
obligations, 407
types, 406–7

objectivity, 27, 45
offi cer of audit client, serving as, 51
off-shoring, 213
on-shoring, 213
operational audits, 202
operational risk, 337
opinions, 275–88

audit reports, 275–9
compliance frameworks, 276
content of audit reports, 277–9
fair presentation frameworks, 276
forming an opinion, 277

future of audit reporting, 288
modifi ed, in audit reports, 280–88

adverse opinions, 280, 282
disclaimers of opinion, 280, 282
example extracts, 285–7
material misstatements, 281–2
national differences, 287–8
qualifi ed opinions, 280, 288

unmodifi ed opinions, 280–1
organisation charts, 104
Organisation for Economic Co-operation and 

Development (OECD) Principles of 
Corporate Governance, 237, 241–5

affecting auditors, 242–4
board responsibilities, 243–4
corporate governance frameworks, 244
disclosure and transparency, 242–3
employees and other stakeholders, 245
equitable treatment of shareholders, 245
shareholder rights, 244–5

outsourcing, 213–18
benefi ts, 214
drawbacks, 214
internal audit, 215
making reference to service auditor, 218
service organisations, 215
services, 213–14
understanding, 215–17

using service auditor’s report, 217–18
overheads, allocation of, 172
overstatement of accounts receivable, 123

PAIB see Professional Accountants in Business 
Committee

PAODC see Professional Accountancy 
Organisation Development 
Committee

Parmalat, 157, 316
partner rotation, 51–2

public interest audit clients and, 51–2
payables, audit of, 162–3
PCAOB see Public Company Accounting 

Oversight Board
Peachey Property Corporation, 258
performance reviews, 99–100
PFI see Prospective Financial Information
PIAC see Public Interest Activity Committee
PIE see Public Interest Entity
PII see Professional Indemnity Insurance
PIOB see Public Interest Oversight Board
planning, 68–73

audit plan, 73
documentation, 68–9
example, 70–2
objective, 68–9
overall audit strategy, 69–72

direction, 70
scope, 69–70
timing, 70

planning activities, 69
preliminary engagement activities, 69

pluses, 25
POB see Professional Oversight Board
Polly Peck, 259
postal donations, 410
Preface, 350–3
Prince’s Accounting for Sustainability Project, 

The (A4S), 368, 424
procedures, audit, types of, 124–6

analytical, 125
external confi rmation, 124
inquiry, 125
inspection, 124
observation, 124
recalculation, 125
re-performance, 125
substantive, 125

procurement and supply chain audits, 202
Professional Accountancy Organisation 

Development Committee 
(PAODC), 346

bindex.indd   497bindex.indd   497 2/2/13   10:32 AM2/2/13   10:32 AM

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



498 Index

Professional Accountants in Business 
Committee (PAIB), 346

professional appointment, changes in, 32–3
professional behaviour, 28
professional bodies, 35

branding, 35
multi-disciplinary practices, 35

professional indemnity insurance (PII), 251
professional judgement, 390
professional liability, 250–7

civil liability, 251
criminal liability, 251
liability in contract, 251, 252
liability in tort, 251, 252–4
managing, 255
responsibility for, 255–7
statutory liability, 251, 252

Professional Oversight Board (UK), 243
professional right or duty to disclose, 28
professional scepticism, 390
professional work, obtaining, 34–9
prospective fi nancial information (PFI), 

428–32
engagement acceptance, 428–9
forecasts, 428
procedures, 429–31

capital expenditure, 431
expenditure, 430
presentation and disclosure, 430
for projected or forecast income, 430
working capital management, 430–1
written representations, 430

projections, 428
reporting, 431–2
understanding the business, 429

Public Company Accounting Oversight Board 
(PCAOB), 106, 243, 257, 304, 347

Auditing Standard No. 5, 108, 257
public interest, 26
Public Interest Activity Committees 

(PIACs), 349
public interest audit clients 

partner rotation and, 51–2
public interest entities (PIEs), 26, 260–1
Public Interest Oversight Board (PIOB), 243, 

349, 350

quality control, 9
audit, 371
engagement, 69

random selection, 187
Re Kingston Cotton Mills, (1896), 253

receivables, audit of, 162–3
Recognised Qualifying Body (RQB), 

58–9
Recognised Supervisory Body (RSB), 58
record keeping, money laundering, 329
regulation, 257–63

EC draft legislation, 260–1
audit committees, 261
audit fi rm governance and annual 

 transparency reports, 262–3
audit report proposals, 262
audit reports, 261
audit-only fi rms, 261
mandatory audit fi rm rotation, 260
mandatory tendering, 260–1
non-audit services, 261

expectations gap, 259–60
liability gap, 259
performance gap, 259
professional judgement, 258
self-regulation and independent judgement, 

258–9
standards gap, 259

related party transactions and disclosures, 
229–32

comparative fi nancial statements, 233–5, 
235

initial engagements, opening balances, 
232–3

normal course of business and arm’s 
length transactions, 231–2

in smaller and larger entities, 229–30
special purpose entities, 232
understanding related parties, 230–1
unidentifi ed and undisclosed, 231

reliability of data, 139, 140
removal of auditors, 57–9, 60–1
reports/reporting, 16–17, 203–4

agreed-upon procedures, 403–4, 
404–6

audit, 275–9
compilation engagement, 401–2
corporate governance, 240
experts, 212
of factual fi ndings, 403
fi nancial, 314, 315–16, 318–19
forensic engagement, 335
fraud, 321–2
future of, 288
going concern, 292, 297–8
greenhouse gas statements, 423, 426–8
laws and regulations, 323–4
not-for-profi t entities, 412
prospective fi nancial information, 431–2
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reviews, 394
social and environmental, 421–8

reserves, audit of, 184–5
resignation of auditors, 60–1
retirement benefi t plans (pension plans), 47
review engagement (reviews), 7, 387–9, 

389–98
acceptance of, 390–1

preconditions for, 390–1
agreed engagement terms, 391
content, 394–7
performing, 391–4

analytical procedures, 393
inquiries, 392
materiality, 391
material misstatement, 393
written representations and subsequent 

events, 393–4
reporting, 394

certifi cations or guarantees, 394
requirements, 390–1
review of interim fi nancial information, 

397–8
inquiries and analytical procedures, 398

risk
assurance and, 6–7
categories, 88–90
reducing, not eliminating, 89–90

risk assessment procedures, 37, 115–18, 202
substantive procedures, 117–18
testing control effectiveness, 115–17
tests of details, 117

risk management, assessment, 200
risk, responding to, 128–50

at assertion level, 130–41
control effectiveness tests, 131–5, 

147–50147–50
deviations from applications of control 

procedures, 134–5
evidence obtained in prior periods, 133
expected rate of deviation, 134

at fi nancial statement level, 129–30
non-current assets, 144–6
overall, 129
substantive procedures, 135–41, 147–50147–50

detailed testing stage, 139–40
documentation, 141
errors, 136, 138–9
tests of details, 135–6

wholesale mail-order clothing company 
example, 143–4

Royal Bank of Scotland v Bannerman, 
Johnstone, Maclay and Others 
(2002), 254

RQB see Recognised Qualifying Body
RSB see Recognised Supervisory Body

safeguards, 27, 29–31
actual or threatened litigation, 52
business relationships, 48
confl icts of interest, 43–4
corporate fi nance services, 55
created by profession, legislation or 

regulation, 30
employment with audit client, 50
family and personal relationships, 49
fees, 40, 42
fi rm-wide or engagement-specifi c, 31
implemented by client, 31
internal audit and IT systems, 53
legal services, 56
self-interest threat, 41
tax returns and calculations, 56

sampling, 185–91
defi nition, 185
non-statistical (judgement), 185–6
statistical, 185–91

Sarbanes-Oxley Act, 2002 (US), 106, 241, 
243, 256–7

second opinions, 38–9
Securities and Exchange Commission (SEC), 

6, 347
segregation of duties, 94, 101, 103
Serious Organised Crime Agency (UK), 327
service auditor’s report, 217–18

Type 1, 217, 219
Type 2, 217, 218, 219

setting up in practice, 35–6
share capital, audit of, 184–5
shared service centres, 213–14
signifi cant weakness in internal control, 304
Small and Medium Practices Committee 

(SMPC), 346, 384
smaller entity, 56–7

audits, 384–7
controls, 94, 98
defi nition of smaller entity, 385–7
estimates, 180
going concern, 296–7
internal controls and documentations, 387
related party transactions and disclosures, 

229–30
smaller fi rms, ISQC 1, 379
SMPC see Small and Medium Practices 

Committee
social and environmental reporting, 421–8
sole practitioners, 36
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special purpose entities (SPEs), 91
start-ups, 428
Statement of Recommended Practice 

(SORP), 407
Statements of Membership Obligations 

(SMOs), 345
statistical sampling, 185–91

advantages, 186
deviations, 188–9

expected rate of deviation, 188
tolerable rate of deviation, 188

deviations, misstatements and sampling 
risk, 189–90

misstatements, 189
projecting misstatements, 190–1
sample selection, 187–8

conditions for, 187
methods, 187–8

stewardship, 5
stocks (shares), 12
STRs see Suspicious Transaction Reports
Suspicious Transaction Reports (STRs), 329
SWOT analysis, 97

TAC see Transnational Auditors Committee
tax avoidance, 314
tax calculations, 55, 56
tax evasion, 314
tax returns, 55–6
tendering, 34–5
terrorism, 330
theft, 314, 332
threats, 27, 28–9, 30

advocacy, 29
fees, 40, 42
intimidation, 29

self-interest, 29, 41
self-review, 29

‘tipping-off’, 33
tolerable misstatement, 190
Transnational Auditors Committee (TAC), 346
transnational audits, 346
transparency, money laundering, 330
true and fair override, 276
true and fair view, 5, 11–12, 59, 114, 276

UK Corporate Governance Code (2010) 
(Cadbury Code), 237, 239, 245–6

UK Practice Note 12, 330
UK Stewardship Code, Guidance on Audit 

Committees, 239
UNCTAD see United National Commission 

on Trade and Development
understatement of accounts payable, 123
United National Commission on Trade and 

Development (UNCTAD), 350

value for money, 201–2

walk-through tests, 125–6
whistle-blowing, 30
working papers, 37
written representations

fi nalisation, 272–4
format and date, 274
fraud, 320
laws and regulations, 324
other representations, 272–3
representations not provided or doubts as 

to reliability, 274
representations on responsibility for the 

fi nancial statements, 272
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