
Hot Topics & Tips for 2022 Audits

1 November 2021

PRESENTED BY PETER HERBERT

© ICAEW 2021



Tip 1

Don’t lose sight of pandemic 
related accounting issues
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Warren Buffett

“It’s only when 
the tide goes 

out that you see 
who’s swimming 

naked”
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Key considerations

Issues

Size limits

Restruct’g

Going 
concern

Discont’d
activities

Impairment

Refinancing
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Loan contract modifications

Where contractual terms of debt are modified 
(renegotiated or altered), treat the transaction 
as an extinguishment of the original financial 
liability and the recognition of a new financial 
liability where the modification is substantial

FRS 102 – para 11.37

Where the modification of terms is not 
substantial, recalculate the carrying amount 

of the liability by computing the PV of 
estimated future cash flows at the financial 
instrument’s original effective interest rate. 
Recognise an adjustment in profit or loss

FRS 102 – para 11.20

Renegotiating loan contracts under FRS 102 | ICAEW
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• Is the PV of the modified cash flows at least 10% different to the PV 
of the original cash flows? (IFRS 9 B3.3.6)

Quantitative 
test

• Significant change in principal lending?
• Significant change in security?
• Significant change in covenant terms?
• Significant change in interest rate?

Other 
considerations

• Where the modification is substantial …
• Breakage fee re existing loan is expensed
• Incremental cost of new loan is deducted from carrying amount

Treatment of 
costs

• ICAEW FRF help sheets (UK GAAP & IFRS)Guidance

Substantial modification?
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Tip 2

Keep fighting the fight on audit 
ethics
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Your firm has been asked to help 
an audit client with a sale of the 
business. You will only be paid if 

the sale happens. Is this ok?

You are your firm’s audit 
compliance principal. An EQCR 

which should have been 
performed because of a long 

association threat didn’t happen. 
What is the consequence?

Scenarios
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Tip 3

Watch for changes in sampling 
methodologies
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Our audit methodology has 
removed maximum sample sizes 

and is now throwing out huge 
samples, especially where we just 

perform tests of detail. 

Is this right – and what should we 
do about it?

Frequently asked question …
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“We raised issues where we saw limited 
samples employed in significant risk areas”

“Limited sample sizes also prevent audit 
teams from exploring more effective ways 

of obtaining audit evidence” 

“We encourage firms to revisit their training 
methodologies and practical applications 

around controls testing”

FRC feedback

Developments-in-Audit-2020.pdf (frc.org.uk) © ICAEW 2021



Tip 4

Be prepared for ISA (UK) 315 
revised
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What to do?

Challenges

Inherent risk factors

Spectrum of risk

More on design and 
implementation of 

controls

Specific guidance on IT 
controls

Stand back ‘second 
pass’

Tips

Watch the AAF 
webinars!

Engage with 
methodology providers

Care re short 
accounting periods

Timetable training

Easy wins now?!

p/c 15 
December 

2021
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Tip 5

Start preparing for ISQM –
and don’t panic!
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Overview of ISQM

ISQM 1

Replaces 
ISQC1 focusing 

on system of 
Quality 

Management

ISQM 2
New standard 

setting out 
eligibility, 

appointment 
and 

responsibilities 
of EQCR 

ISA 220
Auditor’s 

responsibilities 
regarding 

quality 
management at 
the engagement 

level

Effective 22 December 2022

Monitoring reviews and activities – one year later
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Quality Risk Assessment Process

Establish 
Quality 

Objectives

Identify & 
Assess 

Quality Risks

Design & 
Implement 

Responses

Monitor & 
Remediate

System
Of

Quality 
Management

(SOQM)
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Key considerations

Predetermined quality objectives exist

Consider early risk assessment

Iterative process

Easy wins – RCA??

Help is at hand!
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Tip 6

Keep working on IES 8 
compliance
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New RI application form
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IES 8 Competency areas

Technical 
Competence 

(a) Audit 

(b) Financial accounting 
and reporting 

(c) Governance and risk 
management 

(d) Business environment 

(e) Taxation 

(f) Information technology 

(g) Business laws and 
regulations 

(h) Finance and financial 
management 

Professional 
Skills 

(i) Intellectual 

(j) Interpersonal and 
communication 

(k) Personal 

(l) Organisational 

Professional 
Values, Ethics, 
and Attitudes

(m) Commitment to the 
public interest 

(n) Professional 
scepticism and 

professional judgment 

(o) Ethical principles 
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Tip 7

Listen to the voices!

© ICAEW 2021



Associated British 
Engineering 

Inventory

Journals

Revenue recognition

RI/manager oversight

Patisserie Valerie

Sales cut off

Bank 

Journals

Fixed assets

Disciplinary cases

News I Financial Reporting Council (frc.org.uk)
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ICAEW Monitoring Review
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Wrapping up
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Don’t lose sight of pandemic related accounting issues

Keep fighting the fight on audit ethics

Watch for changes in sampling methodologies

Be prepared for ISA (UK) 315 revised

Start preparing for ISQM – and don’t panic!

Keep working on IES 8 compliance

Listen to the voices!
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