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| Key Audit Matters & Identifying Them

Starting population: All matters communicated
with Audit Committee

Determine matters that required significant Matters
auditor attention in performing the audit involving
ey et
- complex
Determine which of those matters were of auditor
the most significance judgements
‘ Carve out certain matters
Key Audit Matters
to be described in the
auditor’s report
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Benefits of KAMs

v Promotes understanding of the
areas of significant judgement in
relation to financial statements

v' Better dialogue between auditors
and management and Audit
Committee, promoting corporate
governance

v" Provide auditor’s perspectives about
the matters of most significance
arising from the independent audit

v" Can help to build trust among
investors
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v" Useful signpost to financial
statements

v' Facilitate management’s
engagement with investors

v' Enhances transparency in market
about the key matters

v' Enhances trust in the audit
profession

v Promotes high quality financial
reporting
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| . .
Common topics reported in KAMs

Goodwill
impairment

Pension
accounting

Revenue
recognition

Inventory
valuation

JICPA seminar
PwC

Claims &
litigation

Asset
valuation and
impairment

Acquisition
and disposals
of operating
activities

Management
override of
controls
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| Goodwill impairment example

Common observations

Why this is a KAM —
involves significant
judgements about future
results of business and
discount rates applied to
future cash flow forecasts

Reference to relevant
disclosures financial
statements
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Audit procedures
described are specific to
the matter described, not

a complete list of
procedures performed on

goodwill

Inclusion of observations /
findings, not a conclusion
on Goodwill
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| Challenges related to KAMs

|dentifying what should be reported as KAMs

Describing the matter in a easily understandable,
non-technical manner i.e. plain-speaking

Ensuring accurate and precise description of work
performed

Time involved in engaging with management and
Audit Committee
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|
Key success factors

Early and regular engagement
with management and Audit
Committee = ‘dry runs’

Consider the audience when
writing

,,' Independent review and
ad quality control
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| Any question?

This publication has been prepared for general guidance on matters of interest only, and does
not constitute professional advice. You should not act upon the information contained in this
publication without obtaining specific professional advice. No representation or warranty
(express or implied) is given as to the accuracy or completeness of the information contained
in this publication, and, to the extent permitted by law, PricewaterhouseCoopers LLP, its
members, employees and agents do not accept or assume any liability, responsibility or duty of
care for any consequences of you or anyone else acting, or refraining to act, in reliance on the
information contained in this publication or for any decision based on it.

© 2017 PwC. All rights reserved. In this document, PwC refers to the PwC network and/or one
or more of its member firms, each of which is a separate legal entity.
Please see www.pwc.com/structure for further details.
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