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NOTES AND REQUIREMEENN RESPECT OF THE
EXAMS

ENTRY TO THE EXANMDAXEMPTIONS

The exams are held twice a year in May and November over four days: Monday, Tuesday,
Wednesday and Thursday. There is one main exam session on each day, lasting three hours and 15
minutes. The exams are held concurrently around the world and the local start time for each venue is
listed in the timetable on the AIA website.

Entry forms are sent to all registered students at least 2 months prior to the exam dates. Candidates
also have the option of entering the exams via the AIA website. Exam entries must be submitted by 1
April for the May exams, and by 1 October for the November exams.

Exam entries from candidates whose accounts are in arrears will not be accepted. An exam candidate
must be a registered student.

Whole or part exemption may be granted in respect of alternative qualifications attained prior to
student registration, from the Foundation and Professional 1 level exams. No exemptions are allowed
from the Professional 2 level exams.

CONSTITUTIONAL ANBIEEAL COMPLIANCE
REQUIREMENTS

All students are required to comply with the Association’s Articles, Byelaws, Regulations, and Code of
Conduct and Professional Ethics.

The AIA Code of Ethics!? fully complies with The Code of Ethics for Professional Accountants issued
by the International Ethics Standards Board for Accountants (IESBA Code). The IESBA is an
independent standard setting body which sets international ethics standards for professional
accountants, including auditor independence requirements. The Association attaches great
importance to the implementation and enforcement of the Code and observance of its internationally
recognised ethical principles in all professional relationships.

AlIA provides open access to its Code of Ethics via its website and expects
students and members to fully comply with the standards stated therein. A declaration to this effect is
a part of all AIA application forms and a reminder of the significance of this topic as a fundamental
aspect of professional training and professional conduct is emphasised further within AIA promotional
literature and student and member guidelines.

Students following the Recognised Professional Qualification (RPQ) (statutory auditor qualification)
route will be expected to refer, where appropriate, to the Revised Ethical Standard (ES) 2016 for
auditors’ integrity, objectivity and independence published by the Financial Reporting Council (FRC).

1 AIA adopted the IESBA Code, which is used with permission of IFAC.
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In the UK, FRC'’s Ethical Standard (2016) also applies for audits of financial statements, reports in
connection with investment circulars, engagements to provide assurance on clients assets and
reviews of interim financial information. The Ethical Standard was developed with the intent that it
should adhere to the principles of the IESBA Code. Students following other routes will not be
penalised if they refer to the ES in preference to the IFAC Code of Ethics. The ES can be accessed
via the Financial Reporting Council’'s website at:

In addition to the promotion of overall ethical compliance, AlA specifically examines a candidate’s
understanding and application of professional ethics at each of the three levels of its syllabus
including the Multi-Disciplinary Case Study and Oral Test. Candidates are reminded that even when
professional ethics is not specified as an independent topic within a paper, AlA insists upon the
recognition of, and adherence to, the standards outlined in the Code and as such the Code is implicit
in and examinable throughout the syllabus. Candidates should expect to see a question relating to
professional ethics in any of the exam papers and be able to recognise ethical issues within the
guestion scenario and provide in their answer, the appropriate professional responses to this.

PROGRESSION

From registering as a student, all exam papers within Modules A — F must be completed within a 10
year period. Note progression for RPQ students Section 2.2.

In the Foundation and Professional 1 Levels, all subjects in a module must be taken together at the
first attempt. Candidates must actually attend all subjects at the first attempt. Being absent for one or
more of the subjects will mean a candidate must take all of the subjects again. Individual passes in
the Foundation exams will be credited but all three subjects in Module A must be passed before
proceeding to Module B. Individual passes in the Professional Level 1 exams will be credited but all
three subjects in Module C must be passed before proceeding to Module D.

When entering the Professional Level 2 exams, Candidates must enter at least any two papers from
the final four exam papers: Paper 13 — Financial Accounting 3, Paper 14 — Financial Management,
Paper 15 Professional Practice and Paper 16 — Taxation & Tax Planning (including variant papers).

Candidates can take more than two papers, up to a total of four papers. Any passes awarded will be
retained. At the next consecutive exam candidates will be required to take at least any two exam
papers which can include any previous failed paper(s). If only one exam paper remains outstanding
the student will be required to take that paper at each subsequent exam session until a pass is
achieved.

Students following the RPQ route are required to sit the MDCS upon completion of the Professional 2
level exams.
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NEW LEGISLATION

The Association will not set questions requiring detailed knowledge of new legislation until at least six
calendar months after the last day of the month which the legislation received Royal Assent.
However, candidates should be prepared to answer questions requiring knowledge of the principal
aspects of that legislation at exams held within that period. Similar arrangements apply to accounting
and auditing standards, guidelines and recommendations.

APPEALS PROCEDURE

The AIA as part of the Quality Assurance procedures, places a high emphasis on ensuring the exam
scripts are marked to the highest standard; that each question is marked and the total marks awarded
are recorded on the front cover of each exam script for review. Any scripts showing a marginal fail are
automatically reviewed by the Examiner as part of the marking process and re-marked by a second
marker as part of the Quality Assurance Procedures.

MAKING AN INITIALENRY

If you have received your exam result(s) and a fail has been awarded which you would like to query,
AlA is pleased to provide information on the Quality Assurance Procedures conducted in the marking
of your exam script(s) and to undertake an administrative check of the marks. You can e-mail the
Qualifications Manager on: for detalils.

If subsequently, you wish to proceed to making an appeal, then follow the instructions below.

INSTRUCTIONS ON NNAKAN APPEAL

It is appreciated that some candidates may wish to appeal against the marks awarded when a fail is
recorded, therefore candidates should submit a letter of appeal in line with the following procedure:

1 The letter of appeal should outline why the appeal is felt to be appropriate. The letter
should be received at Head Office within six weeks of the date the exam results were
released. The letter must state which paper the appeal is for and on what grounds it is felt
to be appropriate. Appeals received after this period cannot be accepted. In receiving the
letter of appeal the Exam department will note the date the letter is received at Head
Office, not the date it is posted.

1 Afee of £50 must be paid with the letter of appeal. The fee can be paid as a sterling draft
or by credit card. An appeal cannot be accepted unless the fee is paid.

1 If you wish to appeal against the fail mark awarded for more than one exam paper, then
the appeal fee is per paper. This means for example, if you wish to have your exam
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scripts re-marked for Paper 15 Professional Practice and Paper 16 Taxation and Tax
Planning, then the appeal fee is £100.

HOW THE AIA DEALIM/¥YOUR APPEAL

Upon receipt of your appeal the exams team will confirm by letter (as an e-mail or by post) that your
appeal has been received.

The Qualifications Manager then undertakes an administrative check of the exam script prior to
submitting the script for re-marking by an independent marker. You will be notified of the outcome of
your appeal by letter within four weeks from the receipt of the appeal letter and fee.

The outcome of an appeal may be a confirmation of the original decision or an overturning of this
decision which may, in turn, lead to the awarding of a pass grade. You will be advised if the re-
marked exam script(s) are awarded a pass or a fail, with feedback on your performance. Appellants
do not have the right to view the exam script. If you are awarded a pass then the appeal fee will be
refunded.

If you are dissatisfied with the appeal process then as the appellant you can request an independent
review. This request must be received by the exams section within two weeks of the date on your
appeal results letter.

Upon receipt of your letter confirming that you are dissatisfied with the appeal process, the script is
sent to an independent reviewer (not an AIA examiner, moderator or employee) for review to ensure
that the appeal process has been conducted appropriately. The independent review is not concerned
with making judgements about the answers; it is directly concerned with ensuring the appeal process
has been conducted appropriately. As the appellant you will be notified of outcome of this review
within two weeks of the request being received. If the independent reviewer judges that AIA has not
complied with the appeal procedure, then the appeal fee will be refunded. Consideration of an appeal
by the independent reviewer concludes the AlA’s appeal procedure.

EXAM STRUCTURE

EDUCATIONAL OBJEEB\OF THE AlA
PROGRAMME

In accordance with the requirements of the Companies Act 2006 Schedule 11 the standard of the
exams is at least equivalent of that of a university degree and in line with the prescribed subjects
defined in The Statutory Auditors (Examinations) Instrument 2008.

The Professional 2 level and the Multi-Disciplinary Case Study are of master’s degree level equivalent
to a degree from a university or similar establishment in the UK. The case study examines knowledge
previously assimilated in the 16 exam papers within the Foundation, Professional 1 and 2 levels and
the ability to apply such knowledge in practice. The case study also examines the prescribed subjects
in The Statutory Auditors (Examinations) Instrument 2008.
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The standard and relevance of the exams is maintained through annual internal review and on-going
external academic moderation. The 16 exams at the Foundation, Professional 1 and 2 levels are
arranged in two modules at each stage and presented as three hour closed book exams with an
additional 15 minute reading period. The Multi-Disciplinary Case Study includes pre-seen material
and a four hour closed book exam.

At the Foundation Level there are six papers covering eight core topics which provide essential
underpinning for the study of accounting within an organisational context. The requirement of this
level is to ensure that candidates have a practical understanding of the techniques, principles and
knowledge which will form the basis for further study of accounting. Success at this level also
demonstrates an ability of candidates to apply their knowledge in the workplace in controlled,
supervised and routine situations.

Achievement at this level reflects the ability to identify and use relevant understanding, methods and
skills to address broadly-defined, complex problems. It includes taking responsibility for planning and
developing courses of action as well as exercising autonomy and judgement within broad parameters.
It also reflects understanding of different perspectives, approaches or schools of thought and the
reasoning behind them.

The Professional Level 1 stage is characterised by developing the range and depth of professional
accounting studies. Significant technical development of professional knowledge and skills are
acquired at this stage; but this is now set within an increasingly analytical and critical framework, and
a less certain environment; as evidenced by an increasing trend for exam questions to be case
study/scenario based. Professional Level 1 tests and examines the technical skills promoting a
platform for further development at Professional 2.

Achievement at this level reflects the ability to refine and use relevant understanding, methods and
skills to address complex problems that have limited definition. It includes taking responsibility for
planning and developing courses of action that are able to underpin substantial change or
development, as well as exercising broad autonomy and judgement. It also reflects an understanding
of different perspectives, approaches or schools of thought and the theories that underpin them.

Professional ability is the key to Professional Level 2. Current professional issues and an ability to
deal with professionally complex and demanding situations are developed. This is set within a
framework testing application and evaluative skills in an uncertain environment.

Achievement at this level reflects the ability to reformulate and use relevant understanding,
methodologies and approaches to address problematic situations that involve many interacting
factors. It includes taking responsibility for planning and developing courses of action that initiate or
underpin substantial change or development, as well as exercising broad autonomy and judgement. It
also reflects an understanding of relevant theoretical and methodological perspectives, and how they
affect their area of study or work.

Module A Module B

1 Financial Accounting 1 4 Law

2 Business Economics 5 Auditing and Taxation

3 Management Accounting 1 6 Information Processing
8
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PROFESSIONAL LEVEIDIPLOMA IN ACCOMANCY

Module C Module D

7 Auditing 10 Business Management

8 Company Law 11 Financial Accounting 2

9 Management Information 12 Management Accounting 2

PROFESSIONAL LEVEIDRPLOMA IN PRORESNAL ACCOUNTANCY

Module E Module F
13 Financial Accounting 3 15 Professional Practice (Auditing)
14 Financial Management 16 Taxation and Tax Planning

9
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RECOGNISED PROFESBIOQUALIFICATION
(RPQ) STATUTORY AUIR ROUTE

For the Recognised Professional Qualification (RPQ) - Statutory Auditor route applicants must advise
the Association if they are interested in this route by completing the appropriate section on the student
registration form and/or subsequently as a student whilst completing the Foundation level exam
papers.

Exemptions are restricted to comply with the Companies Act 2006, Schedule 11. At the Foundation
and Professional 1 levels (with the exception of Auditing and Company Law ) exemptions will be
considered for appropriate qualifications attained within the five years’ preceding student registration.
No exemptions are allowed at the Professional 2 level, the Multi-Disciplinary Case Study or Oral test.
Upon completion of the Foundation level, students have a further 5 years to pass the remaining exam
papers. Students should contact Membership Services for further advice on exemptions. Applicants
interested in the RPQ - route should refer to the ‘Guide to becoming a Statutory Auditor’ published on
the website.

Students undertaking the RPQ statutory auditor route, upon completion of the above 16 exam papers
are required to sit a Multi-Disciplinary Case Study and an Oral Test. Both the Case Study and Oral
Test are based in the audit environment and consequently primarily involve the application of auditing,
assurance, taxation and financial reporting knowledge. As the issues faced by statutory auditors in
practice involve an in depth understanding and appreciation of all aspects of business, they will also
draw upon content covered in other areas of the syllabus.

The objectives of the both the Multi- Disciplinary Case Study and the Oral Examination are to ensure
that candidates can apply professional judgement relating to external audit and associated accounting
and business disciplines and can communicate in a professional manner. These examinations
combine and consolidate the aims of the other papers in the syllabus for those students who are
following the RPQ route.

These examinations require existing skills, which have been assessed earlier in the curriculum, to be
applied in a more practical setting than is possible in a more traditional exam. Both also examine the
ability of the candidate to respond to a professional scenario in more depth than traditional technical
papers have done. Additionally the oral test explores the competence of the candidate in verbal
communication with professional peers and allows an assessment of professional conduct. The
nature of the oral test is described in more detail in the specific syllabus.

Candidates are reminded that the marks are awarded for their ability to apply their technical
knowledge from prior aia studies to the case study scenarios and to formulate and communicate an
appropriate professional response to this. it is not possible to pass either tests based upon pure
technical knowledge and the quality of the professional judgement shown in, for example, prioritising
relevance and developing appropriate professional responses, is critical to success. candidates are
expected to demonstrate application and critical analysis skills within their answers. candidates are
reminded that these examinations are the capstone of their professional examinations and will explore
all aspects of work as an audit practitioner. this encompasses all aspects of technical knowledge
presented as part of a practical scenario and within discussion. the aia is satisfying itself that you are
technically competent and professional in your approach to your clients to allow you to assume the
status of statutory auditor.
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AlA exams are in line with the prescribed subjects paragraph 8(1)(a) of Schedule 11 Companies Act
2006. All prescribed subjects are covered in the complete syllabus and examined over a three year
period, effectively six exam sessions.

Prescribed  Subjects for which theoretical knowledge required

subject

1 General accounting theory and principles.

2 Legal requirements and standards relating to the preparation of annual
and consolidated accounts.

3 International accounting standards.

4 Financial analysis.

5 Cost and management accounting.

6 Risk management accounting.

7 Auditing and professional skills.

8 Legal requirements and professional standards relating to statutory
audit and statutory auditors.

9 International auditing standards.

10 Professional ethics and independence.

11 Those aspects of the following which are relevant to auditing -

(a) company law and corporate governance;

(b) the law of insolvency and similar procedures;
(c) tax law;

(d) civil and commercial law;

(e) social security law and employment law;

(f) information technology and computer systems;
(9) business, general and financial economies;
(h) mathematics and statistics;

(i) basic principles of the financial management of undertakings.
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INTERRELATIONSHO®* SUBJECTS

3.1SUBJECT THEMES DEYEED WITHIN THE AlA
PROGRAMME

There are several core areas of subject expertise systematically developed within the Association’s
curriculum. The intended outcome of these various core areas is the development of a professional
accountant with an appropriate range of technical, intellectual, personal and business skills, an ability
to apply these skills in a business/enterprise context and an awareness of the need to maintain and
exemplify professional and ethical standards.

Professional accounting practice is the major theme. This is developed through the study of financial
accounting and auditing in all three levels, and the study of taxation in the first and final level. The
study of law, essential for professional practice, is also included within this major theme and is
examined at two stages.

A professional accountant’s contribution to business operations is developed through the study of
management accounting and financial management. These subjects are successively studied in the
three levels of the Association’s exams. This strand of the qualification curriculum is supported by the
study of business economics, business management and quantitative methods.

An ability to recognise and apply the potential of communication and information technologies makes
an essential contribution to the work of the professional accountant, whether in professional practice
or in a business accounting function. This subject is introduced and developed at two levels within the
curriculum. The linking together of the various subjects is shown below in diagrammatic form.

Inter-relationships of subjects

1 2 3 6 4 5
Financial Business Management Information Law Auditing &
Accounting 1 Economics Accounting 1 Processing Taxation
11 10 12 9 8 7
Financial Business Management Management Company Auditing
Accounting 2 Management Accounting 2 Information Law
PROFESSIONAL |
13 14 15 16
Taxation &
Financial Financial Professional Tax Planning
Accounting 3 Management Practice

Multi-Disciplinary Case Study
(RPQ ONLY)

Oral Test (RPQ ONLY) AIA© 2017/18



SYLLABUS & READINGTS

4.1SYLLABUSES

The syllabuses set out on the following pages are as detailed as is practical but may include matters
reasonably construed as implied or incidental.

Candidates are reminded that questions in any paper in Professional 1 or Professional 2 may assume
knowledge of the subject matter of other papers in that or earlier parts of the syllabus. This means
knowledge requirements from each level, including where relevant from different subject-based
papers, are automatically included at each higher level.

The syllabus content of each subject is reviewed regularly and any changes made will be included in
future editions of this handbook. Care should be taken to ensure that the current edition of the
syllabus is used by regularly viewing the Association’s website.

The syllabuses are planned to take account of the attainment of theoretical knowledge and thereafter
to progressively test the application of this knowledge in practical situations.

Candidates should note that requirements at each stage of the assessment process test both
knowledge and application. The proportion of knowledge and application tested at each level reflects
the student’s development of skills and progress using these skills in everyday work situations.

All Foundation level papers contain questions that assess knowledge and application in equal
measure, ie approximately 50 percent knowledge and 50 percent application.

At Professional Level 1 the assessment aims to test knowledge and application in the following
proportions: approximately 25 percent knowledge and 75 percent application; which reflect the
development of the candidates’ ability to select and apply relevant knowledge required for each task.

In respect of the Professional 2 level approximately ninety percent of each paper is dedicated to the
assessment of the application of knowledge and only ten percent tests detailed specialist knowledge
to ensure a student is able to operate independently and effectively in a professional environment.

The Multi-Disciplinary Case Study and Oral Test also have approximately ninety percent dedicated to
the assessment of the application of knowledge and only ten percent testing detailed specialist
knowledge.

Further information in respect of the balance between knowledge versus application and the use of
command words in the exams can be found in the ‘Teaching & Learning Guide’. An understanding of
the command words is essential to interpreting the requirements of a question. A list of the command
words used at the different levels and the definitions is also included in the AIA Study Texts.
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4.2READING LISTS

The reading lists are indicative, and marked Recommended being considered to represent the
minimum reading necessary. No undertaking is given that all topics are adequately covered by the
textbooks listed. For this reason candidates should read widely and keep abreast of changes in law
and practice, modern thinking, developments, etc. by reading the publications of the Association and
others relating to the accountancy profession, industry and commerce. Candidates should use the
latest editions of the textbooks listed, ensuring that these deal with current law and practice.

AIA e-Books, published by BPP Learning Media, for the 16 exam papers are offered for the
Foundation, Professional 1 and 2 levels. The e-books are available for a nominal fee. The e- books
are available to registered candidates at:

Candidates can obtain information about purchasing a hard copy of the study texts directly from BPP
Learning Media:

Note: BPP do not publish an e-book for the AIA variant papers.

4.3AlIA ACHIEVE

AIA provides a distance learning course of study AIA Achieve, which offers candidates the tools,
resources and learning environment to study for the exams. The study tools include a course of study
e-book, personal study planner, marked practice questions, marked mock exam paper and feedback
and technical advice via an e-Tutor. Contact the Study Support team at:

4. AEXAMINABLE STANDARDS

All extant International Standards on Auditing, International Standards on Quality Control,
International Financial Reporting Standards /International Accounting Standards are examinable,
subject to the six months rule (refer to New Legislation).

The depth of knowledge of the standards required for the different levels can be defined as:

- Candidates should be aware of the standard and be familiar with the basic
concepts involved.

- Candidates should be aware of all major requirements of the standard and be
able to apply it to straight forward situations. Candidates should be able to recognise some of
the pitfalls and issues associated with the standard.

— Candidates must be fully cognisant of the standard and know how to apply it to
specialized situations. They must also be fully aware of the important issues, contemporary
thinking and criticisms related to the standard.

For RPQ (statutory auditor qualification) students (refer to page 5) the relevant UK standards are
Financial Reporting Standards (FRS) and The International Standards on Auditing (UK) (ISAs (UK))
and International Standard on Quality Control (UK) (ISQC (UK)), issued by the Financial Reporting
Council (FRC). In respect of auditing, the relevant UK standards are:

14
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4.4 INTERNATIONAL ACCOING STANDARDS (IASS
AND INTERNATIONANANCIAL REPORTING
STANDARDS (IFRSS)

In Paper 1 Financial Accounting 1 candidates are required to have studied a limited number of IASs

and IFRSs, however in Paper 11 Financial Accounting 2 the bulk of IASs and IFRSs are examinable.
There are still some exclusions, and these will be covered in Paper 13 Financial Accounting 3. A list

of currently examinable IASs and IFRSs is given in the Table below.

Note:

Candidates following the RPQ route are expected to be aware of the FRC accounting standards. With
effect from 1 January 2015, the five relevant accounting standards issued by the FRC are Financial
Reporting Standards 100 to 104. In addition, the FRC has issued FRS 105 for those qualifying as
"micro-entities” which is effective from 1 January 2016, but can be adopted earlier in 2015. Prior to
these effective dates entities may continue to apply the extant UK accounting standards, being FRSs
and Statements of Standard Accounting Practice (SSAPSs) issued or adopted by the former
Accounting Standards Board. Accounting standards apply to all companies, and other entities that
prepare accounts that are intended to provide a true and fair view. The Foreword to Accounting
Standards explains the authority, scope and application of accounting standards. RPQ candidates
should refer to the FRC website site to view the relevant standards:

International Accountings Standards (IASs) Examinable in Paper
No | Title 1,35 (7] 11 13 | 15
1 | Presentation of Financial Statements \Y VIV ]|V \Y \Y,
2 | Inventories VIV |V ]|V]|V Y \Y,
7 | Statements of Cash Flows \% V| V]|V \% \%
8 | Accounting Policies, Changes in Accounting Estimates and Vv \% \Y
Errors
10 | Events After the Reporting Period \% V| V]|V \% \%
12 | Income Taxes Vv \% \Y
15
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16 | Property, Plant and Equipment \% Vv Vv
19 | Employee Benefits Vv \%
20 | Accounting for Governments Grants and Disclosure of \% Vv Vv
Government Assistance

21 | The Effects of Changes in Foreign Exchange Rates Vv \%
23 | Borrowing Costs \% Vv Vv
24 | Related Party Disclosures Vv V \%

11 13 | 15
27 | Separate Financial Statements Vv V \%
28 | Investment in Associates and Joint Ventures \Y \Y \Y,
29 | Financial Reporting in Hyperinflationary Economies V \%
32 | Financial Instruments: Presentation \% Vv \Y,
33 | Earnings per Share \% Vv \%
34 | Interim Financial Reporting \% Vv \%
36 | Impairment of Assets \% Vv \%
37 | Provisions, Contingent Liabilities and Contingent Assets \Y \Y \Y,
38 | Intangible Assets \% Vv \%
40 | Investment Property Vv \% \%

Note: Free website providing comprehensive information about IFRS:

Other useful reading includes:

IFRS in Your Pocket 2016

16
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International Financial Reporting Standards (IFRS) Examinable in Paper
No Title 1 5 7 11 13 15
1 First- time Adoption of International Financial Reporting \Y \Y, \Y,
Standards
2 Share-based Payment \% \%
3 Business Combinations Vv \% \Y,
5 Non-current Assets Held for Sale and Discontinued \% \% \Y,
Operations

7 Financial Instruments: Disclosures Vv \% \Y,
8 Operating Segments \% \% \%
9 Financial Instruments Vv \% \Y,
10 Consolidated Financial Statements \Y \Y, \Y,
11 Joint Arrangements \% \%
12 Disclosure of Interests in Other Entities \Y \Y, \Y,
13 Fair Value Measurement \% \Y,
14 Regulatory Deferral Accounts Y, \Y,
15 Revenue from Contracts with Customers vV |V |V Vv \% \%

IFRS | IFRS for Small and Medium-sized Entities \Y, \Y
for

SMEs
16 Leases Vv \% \Y

17
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Exposure drafts, discussion papers and IFRIC’s are not examinable at Paper 1 and Paper 11. Those
still current (ie they have not been superceded by other publications) are examinable in Paper 13 but
only an understanding of their basic principles is required.

4.4 2INTERNATIONAL STARDS ON
AUDITING (ISAS) ANOERNATIONAL
STANDARDS ON QUAILTCDNTROL (ISQCS)

A list of currently examinable ISAs and ISQCs is stated in the table.

Note for Paper 5 Auditing & Taxation, the standard refers to Auditing — Section A. Candidates can
download the Handbook of International Auditing, and Ethics Pronouncements, which is available free
of charge as a PDF file from the IFAC website: , then click on “standard setting bodies”,
then IAASB.

Note:

Candidates following the RPQ route are expected to be aware of the FRC International Standards on
Auditing (UK). The FRC 2016 Auditing Standards are effective for audits of financial statements for
periods commencing on or after 17 June 2016. Auditing standards for audits of financial statements
include objectives for the auditor, together with requirements and related application and other
explanatory material. The International Standards on Auditing (ISAs (UK)) and International Standard
on Quality Control (UK) (ISQC (UK)) are based on the International Standards on Auditing (ISAs) and
International Quality Control (ISQC) of the same titles that have been issued the International Auditing
and Assurance Standards Board (IAASB), published by IFAC in 2009, and are used with the
permission of IFAC. RPQ candidates should refer to the FRC website site to view the relevant
standards:

International Standards on Auditing (ISAs) Examinable in
Paper
No Title 5 7 15

AUDITS OF HISTORICAL FINANCIAL INFORMATION

200-299 GENERAL PRINCIPLES AND RESPONSIBILITIES

200 | Overall Objectives of the Independent Auditor and the Conduct of an \% Vv \%
Audit in Accordance with International Standards on Auditing

210 | Agreeing the Terms of Audit Engagements \% \% \%

18
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220 | Quality Control for an Audit of Financial Statements \% Vv \%

230 Audit Documentation \Y/ \/ \Y

240 | The Auditor's Responsibilities Relating to Fraud in an Audit of \% Vv Vv
Financial Statements

250 | Consideration of Laws and Regulations in an Audit of Financial \% Vv Vv
Statements

Candidates following the RPQ route should refer to 250A.

260 | Communication with Those Charged with Governance \Y, \Y Y

265 | Communicating Deficiencies in Internal Control to Those Charged with \Y \Y Y
Governance and Management

Examinable
Papers

300-499 RISK ASSESSMENT AND RESPONSE TO ASSESSED RISKS

300 Planning an Audit of Financial Statements \% \% \%

315 Identifying and Assessing the Risks of Material Misstatement through \% Vv Vv
Understanding the Entity and Its Environment

320 | Materiality in Planning and Performing an Audit \% \% Vv
330 | The Auditor's Responses to Assessed Risks \% \% \%
402 | Audit Considerations Relating to an Entity Using a Service Vv

Organization

450 | Evaluation of Misstatements Identified during the Audit \% \% \%

500-599 AUDIT EVIDENCE
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500 | Audit Evidence Y Y
501 | Audit Evidence—Specific Considerations for Selected Iltems \% \%
505 | External Confirmations Y Y
510 Initial Audit Engagements—Opening Balances \%
520 | Analytical Procedures Vv \%
530 | Audit Sampling \% \%

7 15
540 | Auditing Accounting Estimates, Including Fair Value Accounting Vv

Estimates, and Related Disclosures
550 | Related Parties \Y
560 Subsequent Events Vv \%
570 | Going Concern Vv \%
580 | Written Representations \% \%
600-699 USING WORK OF OTHERS
600 | Special Considerations—Audits of Group Financial Statements \Y
(Including the Work of Component Auditors)
610 Using the Work of Internal Auditors \% \%
620 | Using the Work of an Auditor’s Expert \Y Y
700-799 AUDIT CONCLUSIONS AND REPORTING

700 Forming an Opinion and Reporting on Financial Statements Vv \%
701 Communicating Key Audit Matters in the Independent Auditor’'s Report \% Vv
705 Modifications to the Opinion in the Independent Auditor’'s Report \% \%
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706 Emphasis of Matter Paragraphs and Other Matter Paragraphs in the \Y Vv Vv
Independent Auditor’'s Report

710 | Comparative Information—Corresponding Figures and Comparative Vv
Financial Statements

720 | The Auditor’s Responsibilities Relating to Other Information. Vv

800-899 SPECIALIZED AREAS

800 | Special Considerations—Audits of Financial Statements Prepared in \%

Accordance with Special Purpose Frameworks
5 7 15

805 Special Considerations—Audits of Single Financial Statements and \% Vv Vv
Specific Elements, Accounts or Items of a Financial Statement

810 | Engagements to Report on Summary Financial Statements \Y

INTERNATIONAL STANDARDS ON QUALITY CONTROL (ISQCs)

Examinable in
Paper

NO

Title

Quality Control for Firms that Perform Audits and Reviews of Financial
Statements, and Other Assurance and Related Services
Engagements.
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PAPER £ FINANCIARCCOUNTING 1 (FOUTNIDA)

PAPER 1 FINANCIAL@COUNTING 1

AIMS

To examine the candidate’s knowledge and understanding of the theory of accounting and its
application to the practical situations indicated in the syllabus.

DESCRIPTORS

Fig. 1 Inter-relationship of units
After successfully completing this paper
candidates should be able to:

1
Financial
Accounting 1

9 describe, prepare and summarise basic
accounting records;

1 explain and identify for application
appropriate accounting concepts and
conventions in the preparation of
financial statements;

11

Financial
Accounting 2

91 prepare financial statements for sole
traders, partnerships and limited
companies; and

13
Financial

. . i A Accounting 3

1 describe and explain the financial

position and performance of an
organisation.

STRUCTURE OF THEERP

The three hour 15 minute question paper will consist of four questions.

QUESTION 1

This question scores 40% of the overall marks for the paper and consists of one compulsory case
study type question.

QUESTIONS 2, 3 AND 4

These questions represent 60% of the overall marks for the paper. These questions may require
candidates to describe, explain or identify appropriate action, either as conclusion to a computational
guestion or in answer to a specific non-computational question.
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The marks allocated to question 1 are 40, and there are 20 marks each in the other three questions.
The total marks for the paper will be 100.

Where appropriate, the allocation of marks to individual parts of a question will be stated.

Topic Weighting 10%

The nature, evolution and purpose of accounting, including ethical considerations.
Conceptual background including:
framework for the preparation and presentation of financial statements
introduction to financial records
users of accounts

the fundamental (f) and enhancing (e) characteristics of decision-making useful
information: relevance (f); faithful representation (f); comparability (e); verifiability (e);
timeliness (e); and understandability (e)

other concepts and conventions, such as materiality

the functions of financial accounts and management accounts

fundamental concepts of accounting

the role of accounting standards and statutory accounting principles
accounting standards, and standards setting bodies including IASB and FASB

characteristics of financial statements

Topic Weighting 25%

The accounting equation including:

introduction to the concept of double entry

the effect of transactions on financial statements
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Double entry bookkeeping:
transactions recorded in ledger accounts

impact of recording on the accounting equation

The accounting cycle:

recording data in journals, cash and petty cash books, bank reconciliation

recording and processing data in ledger accounts

using data to produce information for financial statements

The trial balance:
balancing the ledger accounts

drawing up the trial balance

Control accounts:
drawing up control accounts

reconciliation of control accounts

Approach to incomplete records:

calculating profit from capital changes

cash and bank transactions

using ratios and percentages

Topic Weighting 25%

Valuation of current assets (liabilities):

inventory and work-in-progress including an introduction to IAS 2

24

AIA© 2017/18



receivables including bad and doubtful debts

introduction to I1AS 37

Valuation of non-current assets (liabilities):
tangible non-current assets
intangible non-current assets (IAS 38)
impact of disposal and revaluation of fixed assets
non-current assets register
depreciation - methods of calculation and accounting

IAS 16 and depreciation

Income measurement:
considerations of capital maintenance

types of capital maintenance including financial and operating capital concepts

the inflation accounting debate

Topic Weighting 25%

The presentation of financial statements (IAS 1)
Statement of profit or loss and other comprehensive income (Income and expenditure accounts):
the format and preparation
the accounting treatment of special funds
an introduction to revenue recognition (including IFRS 15)
accounting practices including accounting for VAT
presentation of the accounts

possible formats for published accounts
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Statement of financial position (Balance sheet):
possible formats for published accounts
relationship with profit and loss account

events after the reporting period (including IAS 10)

Statement of Cash Flows:
brief historical development
preparation and required format

introduction to IAS 7

Accounting ratios:
analysis of accounting statements and use of ratios
return on capital employed
liquidity, working capital and solvency

financial gearing

Topic Weighting 15%

An outline of the accounting and related legal features of partnerships:
capital accounts, current accounts, loan accounts
changes in the partnership structure and the treatment of goodwill
preparation of partnership financial statements
dissolution of partnerships

conversion into limited company

An outline of the accounting and basic legal features of limited companies:
types of limited company and the requirements for statutory records

company finance: shareholder’s funds; borrowing
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legal requirement for financial statements
issue of shares
reserves, dividends, bonus shares

preparation of financial statements

In an exam the following three titles will be assigned the meanings shown:

the title ‘statement of profit or loss and other comprehensive income’ will refer to the
single statement format by IAS1 as revised in June 2011.

the title ‘statement of profit or loss’ will refer to that part of the ‘statement of profit or loss
and other comprehensive income’ which excludes other comprehensive income; ie it
refers to that part from Revenue (or sales or turnover) down to profit or loss for the year.

the title ‘other comprehensive income’ refers to that part of the ‘statement of profit or loss
and other comprehensive income’ which excludes the calculation of profit for the year.

Note: For RPQ (statutory auditor qualification) candidates the relevant UK standards are Financial
Reporting Standards (FRS) 1, 3, 5, 10, 12, 15 and 21 and ISAs (UK) issued by the FRC.

This syllabus provides the foundations of financial accounting which will be developed in Financial
Accounting 2 and Financial Accounting 3.

Candidates are advised that the standards outlined in The Code of Ethics for Professional
Accountants issued by the International Ethics Standards Board for Accountants (IESBA Code) are
implicit in, and examinable throughout, the AlA syllabus. The Code can be accessed via the AIA
website at

Candidates following the RPQ (statutory auditor qualification) route will be expected to refer, where

appropriate, to the Revised Ethical Standard 2016 (ES) published by the FRC. ESs can be accessed
via the Financial Reporting Council’'s website at

AlA Magazine - International Accountant
ISSN: 1465 - 5144

AlA Text Book
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Paper 1 Financial Accounting 1
Publisher: BPP Learning Media
ISBN: 9781509713134

The e-Book is available at:

Contact our publisher BPP for information on purchasing a hard copy of the text book at:

You can purchase any of the books listed below quickly and easily through the publisher's website or
link stated below.

Business Accounting Volume 1 (13" Edition)
Author: Wood, F and Sangster, A.
Publisher:  Pearson Education Limited

Vol. 1 ISBN: 9781292084664

Website:

International Financial Reporting: A Practical Guide (6" Edition)
Authors: Melville, A

Publisher: Pearson Education Ltd

ISBN: 9781292200743

Website:

IFRS Explained: A Guide to International Financial Reporting Standards (e-book version)

Publisher: BPP Learning Media

ISBN: 9781509703227

Website:

Free website providing comprehensive information about IFRS:
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PAPER 2BUSINESSGEONOMICS (FOUNDAT |(——

PAPER 2 BUSINESS ECONOMICS

AIMS

To examine the candidate’s knowledge and understanding of:

1 economic problems and possible solutions, together with a comprehension of the
necessary tools for economic analysis and the relevant social and technological
environments within which economic policies are applied

1 the candidate’s ability to apply knowledge of the analysis of particular economic situations
in the United Kingdom, Europe and the Rest of the World including developing countries.

DESCRIPTORS

After successfully completing this paper Fig.2  Inter-relationship of units
candidates should be able to:

9 describe the nature and scope of Business Economics

economics

1 explain economic problems and
describe possible solutions

10

. . . . Business Management
i identify and explain appropriate tools

for economic analysis

9 describe the social and technological
environments within which economic
policies are applied, and

14

Financial
Management

i apply knowledge and the analysis of
specified economic situations in the
UK, Europe and developing countries

STRUCTURE OF THEERP

The three-hour 15 minute paper will consist of two sections:
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This section scores 60% of the overall marks for the paper and consists of two compulsory case study
type questions one on micro economics and the other macroeconomics including international
economics of the External Sector. Each question is allocated 30 marks.

This section scores 40% of the overall marks for the paper and consists of two compulsory essay type
guestions, within the range of the Syllabus. Each question is allocated 20 marks and candidates are
required to answer two questions.

Questions may be set which give candidates the opportunity to demonstrate their ability to discuss the
relevance or application of principles to their homeland economies.

Topic Weighting 10%

The nature and scope of economics:
wealth and welfare
scarcity and choice
how an economy is organised
natural resources
the nature of the firm
entrepreneurship
the nature of profit

opportunity cost

Relationship to other social sciences:

the nature of accounting profit and economic profit
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Topic Weighting 25%

demand and supply principles, price determination, partial equilibrium, price and other
elasticities

theories of consumer behaviour
time periods, short and long run costs and opportunities

the objectives and behaviour of firms under differing market conditions - competition,
monopoly and oligopoly

factor pricing, wages, interest, rent, profit

productivity

Topic Weighting 25%

household expenditure, price indices

corporate decision making

theory and practice

agency theory, stakeholder theory and resource dependency theory

corporate governance, board of directors and sub-committees of the board, audit,
remuneration (or executive compensation),and nomination committees.

shareholder activism

location, scale, merger and restrictive practice
relationship of corporate sector to government
industrial efficiency

the labour market

money, its functions and dysfunctions

the flow of money through the financial system
monetarist theory and policy

financial institutions including all banks

the Central Bank
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the capital market

Topic Weighting 25%

the major variables: national income, output, expenditure

the circular flow of income; determination of national income

consumption, saving and investment; their interaction and influence on employment
fluctuations in national income and employment; regional problems

inflation, deflation, reflation and disinflation

government policies for managing the macro-economy, fiscal incomes, taxation and
growth policies

Topic Weighting 15%

elements of international trade theory
the balance of payments, fixed and floating exchange rates, policies and effects

the role of international organisations e.g. GATT, IMF, World Bank, the European Union
and other regional trade organisations

Accountants need knowledge of the economic environment in which they operate. The decision
making process often incorporates economic data: this applies in particular to the area of studies in
the Business Management and Financial Management syllabuses. The syllabus for Business
Economics provides the foundation to develop these further studies.

Candidates are advised that the standards outlined in The Code of Ethics for Professional
Accountants issued by the International Ethics Standards Board for Accountants (IESBA Code) are
implicit in, and examinable throughout, the AlA syllabus. The Code can be accessed via the AIA
website at
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AlA Magazine - International Accountant

ISSN: 1465 - 5144

AlA Text Book
Paper 2 Business Economics
Publisher: BPP Learning Media

ISBN: 9781509713141

The e-Book is available at:

Contact our publisher BPP for information on purchasing a hard copy of the text book at:

You can purchase any of the books listed below quickly and easily through the publisher’'s website or

link stated below.

Corporate Governance (5th Edition)
Author: Mallin, C

Publisher: Oxford University Press
ISBN: 9780198718024

Website:

Journals

Corporate Governance: An International Review

VOL 25 JULY 2017
Publisher:  Wiley
ISSN: 1467 8683 (online)

Website:
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To examine the candidate’s knowledge and understanding of management and cost accounting and
its practical application to:

the ascertainment of costs of products, processes, operations and services;
the control of operations;

the provision of information to assist management in their decision making and policy
formulation activities.

After successfully completing this paper candidates
should be able to:

explain the role of management and cost
accounting within an organisation;

describe the nature of costs and how and
why costs are classified in different ways 3

for different purposes; Management
Accounting 1

calculate material, labour, expense and
overhead costs for products, processes,

services and functions; 12
Management
applying traditional costing systems and Accounting 2

Activity-based costing system to
calculate costs of products and services
and identify costs of activities;
14
use appropriate techniques to advise Financial

managers on a range of long- and short — Management
run decisions, including capital

investment decisions and outsourcing

(make or buy) decisions;

create, summarise and reconcile basic costing
records;

apply budgeting and standard costing
technigues to assist management in
controlling operations and have a critical
understanding of the strengths and
weaknesses of such techniques, and

select relevant costs and apply relevant
techniques in order to provide management
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with appropriate information to assist their
decision making and demonstrate a critical
understanding of the strengths and
weaknesses of such information.

a three-hour 15 minute paper consisting of five questions, all of which must be attempted.

most questions will be computational but there will also be discursive elements requiring
candidates to explain, interpret or criticise a particular issue or to recommend and justify a
particular course of action.

the marks allocated to each question will be within the range 15 to 25, the total for the
paper will be 100.

where appropriate, the allocation of marks to individual parts of a question will be stated.

Topic Weighting 10%

the role of management accounting and management accountants within the overall
accounting function and its contribution to the management processes of planning
controlling and decision making.

nature of costs, cost classifications, cost units and cost centres, cost behaviour (fixed,
variable costs and semi-variable costs, linear approximations).

the need to understand business models and underlying business transactions; and the
role of management accounting information in the modern business organisation.

Topic Weighting 20%

the nature of costs; the process of incurring costs and the need for cost management; the
cost constituents of products in both traditional and modern products.

Materials:

procurement (ordering procedure, purchase requisition, purchase invoice);
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receipt (goods receiving procedure, goods received note, inspection);

custody (store keeping principles, centralised, decentralised and sub-stores, bin cards);

issue, control (two bin system, periodic review system, ABC inventory analysis);

inventory levels (maximum, minimum, reorder levels and quantities, just-in-time and
material requirements planning);

utilisation, pricing receipts and issues (FIFO, LIFO, weighted average and standard
prices);

valuation of inventories (application of IAS 2);

material cost control.

Labour:
time recording analysis;

remuneration systems (timework, piecework, incentive schemes, premium bonus plans,
measured day work, share and group schemes, techniques for incentive schemes);

payroll preparation;

wages;

office procedure;

treatment of overtime and idle time;
productivity;

labour cost control.

Overhead:
nature;
methods and purpose of charging overheads to products, services and departments;
traditional and activity based costing approaches;
classification;
allocation;
apportionment;
absorption;
treatment of under-and-over-absorbed overhead,;
treatment of depreciation;
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interest on capital and notional costs;

overhead cost control.

Topic Weighting 20%

This section emphasises the information needs of the business firm today and builds on

sections 3.1 and 3.2 above.

Job costing:
job cost sheet.

direct and indirect costs.

reconciling job costs with profit and loss account.

order, batch and contract costing.

Unit costing:
output costing;
process costing;
normal/abnormal losses and gains;
equivalent units;
work-in-process valuation;
inter-process profits;
joint and by-products;

operations and service costing;

Absorption and marginal costing:

relative benefits and problems.

Topic Weighting 10%
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interlocked accounting systems.

integrated accounting systems.

reconciliation of cost and financial records.

Topic Weighting 20%

Cost control:
nature and purpose;
techniques;
uniform costing systems;
traditional costing system;
activity based costing system;
standard costing;
types of standard;
procedures and systems;
variances e.g. cost and sales variance;
investigation of variances;

inter-dependence of variances;

Budgetary control:

nature and purpose;

organisation and structures and responsibility accounting;
introduction to the behavioural aspect of budgeting;
usefulness of budgeting for the modern business organisation;
preparation of budgets;

limiting factors;

flexible budgets, rolling budgets, zero based budgeting.

reporting.
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Topic Weighting 20%

the contribution approach, break-even and profit-volume charts.
relevant costs.

limiting factors.

product mix and discontinuance.

make or buy (outsourcing)

guantitative and qualitative factors.

the changing nature of costs in the modern business.

the application of the theory of constraints and activity-based costing;

activity-based management and activity-based budgeting and the conditions for their
success;

the use of activity-based costing for pricing and the application of "activity-based pricing";

This syllabus provides a broad understanding of the foundations of cost accounting which will be
developed further in Paper 12 Management Accounting 2 and Paper 14 Financial Management.

Candidates are advised that the standards outlined in The Code of Ethics for Professional
Accountants issued by the International Ethics Standards Board for Accountants (IESBA Code) are
implicit in, and examinable throughout, the AIA syllabus. The Code can be accessed via the AIA
website at
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AlA Magazine - International Accountant

ISSN: 1465 - 5144

AlA Text Book

Paper 3 Management Accounting 1
Publisher:  BPP Learning Media

ISBN: 9781509713158

The e-Book is available at:

Contact our publisher BPP for information on purchasing a hard copy of the text book at:

You can purchase any of the books listed below quickly and easily through the publisher’'s website or

link stated below.

Cost and Management Accounting: (9" Edition)
Author: Drury, C

Publisher: Cengage Learning

ISBN: 9781408093931

Publisher: www.cengagebrain.com

Website:

For free access to the textbook companion:

Free website providing comprehensive information about IFRS:

Management Accounting (5th Edition)

Author: Seal, W, Carsten R, Garrison, H and Noreen, EW

Publisher: McGraw-Hill Education - Europe
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ISBN: 9780077157500

Website:

Management and Cost Accounting: (9th Edition)
Author: Drury, C

Publisher: Cengage Learning

ISBN: 9781408093931

Website:

Journals

International Accountant

Harvard Business Review

Journal of Management Accounting Research
Accounting Review

Management Accounting Quarterly
Management Accounting Research
Accounting and Business Research

Accounting Horizons
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To examine the candidate’s knowledge and understanding of those basic legal principles with which
an accountant is likely to be concerned.

After successfully completing this paper candidates
should be able to:

explain the nature and sources of English
Law

identify the law of contract and the law

relating to particular types of contract 4
Law

describe specified aspects of the law of

contract

identify relevant cases and statutes

applicable to a given situation, draw 8
conclusions, state the principle of law Company Law
involved and write a note of advice to a

specified interested party’

identify an outline of the law relating to tort

describe the law relating to agency,
partnerships, employment and insolvency law

a three hour 15 minute paper consisting of eight questions.

in Section A, candidates must attempt both questions. Questions in this section will be drawn
from Topics 4.2 and 4.3. Additional questions based upon these topics may be found in
Section B.

in Section B, candidates must attempt three questions from a possible six. In this section
guestions can be drawn from any topic on the syllabus.

each question, regardless of section, carries the same number of marks, ie 20.
where appropriate the allocation of marks to individual parts of the question is stated.
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candidates are expected to submit reasoned answers and, where appropriate, to support
them with references to decided cases and statutes.

each paper contains questions which ask, initially, for a definition or statement of principle,
followed by a statement of facts which the candidate is required to consider and state the
principle of law involved and/or to offer advice.

Topic Weighting 10%

nature and sources of English Law: Outline of development, common law and equity,
legislation, delegated legislation, EU as a source of law, binding precedent, interpretation,
statutory framework affecting companies, employment and commercial relationships

the Courts of law: court structure, courts with special jurisdiction, tribunals, arbitration,
judicial review

civil and criminal procedure: commencement of proceedings, proceedings, appeals

Topic Weighting 35%

formation: offer and acceptance, terms, exclusions

consideration

capacity: intention, capacity, minors, corporations

privity

vitiating factors: mistake, misrepresentation, fraud, undue influence, duress, illegality
unenforceable contract

discharge: performance, agreement, breach, frustration

remedies for breach of contract
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Topic Weighting 20%

sale of goods: definitions, implied terms, conditions and warranties, sale by sample,
exemption clauses, property: possession, performance, remedies

credit or hire agreements
insurance

negotiable instruments

Topic Weighting 15%

agency: definition, formation, authority, liability, termination, agency and partnerships
partnerships and companies compared

employment: contracts of and for service, formation, written particulars, implied terms,
statutory regulation, termination, unfair dismissal, redundancy

Topic Weighting 10%

definition

law of torts: recognised torts (negligence, trespass to the person, trespass to property,
defamation, nuisance), established rules, development of new torts

liability: vicarious liability and its application to employers and employees
defences including: volenti and contributory negligence
effect of the Unfair Contract Terms Act 1977

outline of the remedies of damages and injunction
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Topic Weighting 10%

the basic principles of the Insolvency Act 1986 and its importance to accountants

voluntary arrangements by companies: creditor’s fee agreement, increased interest,
charge over company assets

administration orders. role of the administrator
receivership of companies, administration receivership
liquidation/Winding up, disposal of assets, winding up orders

qualified insolvency practitioners, insolvency rules, Companies Act 2006

Legal considerations affect many of an accountant’s activities. This syllabus gives the relevant
knowledge of law which impacts on most activities. In addition it provides the foundation for further
studies in Company Law.

Candidates are advised that the standards outlined in The Code of Ethics for Professional
Accountants issued by the International Ethics Standards Board for Accountants (IESBA Code) are
implicit in, and examinable throughout, the AIA syllabus. The Code can be accessed via the AIA
website at

AlA Magazine - International Accountant

ISSN: 1465 - 5144

AlA Text Book
Paper 4 Law
Publisher:  BPP Learning Media

ISBN: 9781509713165
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The e-Book is available at: Contact our publisher BPP for information on

purchasing a hard copy of the text book at:

You can purchase any of the books listed below quickly and easily through the publisher's website or

link stated below.

Business Law (8™ Edition)

Authors:  Macintyre, E

Publisher: Pearson Education Limited
ISBN: 9781292119977

Website:

Law for Business Candidates premium pack (9" Edition)
Author: Adams, A
Publisher: Pearson Education Limited

ISBN: 9781292088938

Website:

Smith and Keenanos7"Editiop)any Law
Authors:  Wilde, C and Weinstein, S

Publisher: Pearson Education Limited

ISBN: 9781292088556

Website:

Car d and Boasiness sav (4th Edition)
Authors: Roach, L

Publisher: Oxford University Press

ISBN: 9780198748380

Website:
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PAPERI—-LAW (FOUNDATIYD
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9780198748380?cc=gb&lang=en&

47
AIA© 2017/18




PAPER 5AUDITINGMD TAXATION (FOUNIQA)

PAPER 5 AUDITING AND TAXANI

For variant papers please refer to appropriate variant syllabus: Hong Kong SAR or Malaysia

AIMS

To examine the candidate’s knowledge and understanding of the basic principles of these two highly
specialised areas of professional practice.

DESCRIPTORS

AUDITING
After successfully completing this section candidates should be able to:

i describe the nature and purpose of
auditing
Fig. 5 Inter-relationship of units
9 describe the qualities, qualifications
and actions to be carried out relating to
the appointment and removal of an
auditor

5

i describe the rights, duties and Auditing & Taxafion

professional obligations of an auditor

9 explain the process of planning an «
audit and the necessity for an 7 16

appropriate audit programme taking Auditing Taxation & Tax
. . . . Planning
into account audit evidence and audit

risk

i explain the systems approach and the
balance between tests of controls and
substantive testing

9 describe the audit evidence required in
specified situations

9 describe the audit work required at the
final review and report stage of an audit
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After successfully completing this section candidates should be able to:
describe the administrative structure of the UK tax system

express and explain the basic principles of income tax, national insurance, capital gains tax
and corporation tax

compute income tax, capital gains and corporation tax liabilities from information given for
specified situations

A three hour 15 minute paper consisting of two sections, one covering Auditing and the other Taxation

Candidates are required to answer one compulsory case study type question which carries 20 marks
and two questions, each carrying 15 marks.

There are three compulsory questions on the three main syllabus areas of Income tax, Corporation
tax and Capital gains tax. Administration of taxes will feature in any of the three main areas. The
allocation of marks is 20, 15 and 15. The question carrying 20 marks will include the administration of
tax.

Fifty to seventy five per cent of the questions are essay based and twenty five to fifty per cent are
computational.

The exam questions will be based on the relevant Finance Acts. Therefore the exams will be set as
follows:

Date of Examination Relevant Finance Act
May 2017 Finance Act 2016 and rules for 2016/17, FY 2016
November 2017 Finance Act 2016 and rules for 2016/17, FY 2016
May 2018 Finance Act 2017 and rules for 2017/18, FY 2017
November 2018 Finance Act 2017 and rules for 2017/18, FY 2017

Note: Finance Act 2017 received Royal Assent on 27 April 2017 and no subsequent Finance Acts will
be tested in 2018.
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Candidates should ensure that their study material relates to the relevant Finance Act for the exam
they intend to sit. Candidates should refer to ‘New Legislation’ in the Notes Section 1.4.

The total marks awarded to the paper are 100. Where appropriate the allocation of marks to individual
parts of a question is stated.

Topic Weighting 10%

nature of auditing

objectives: true and fair view, materiality
private and statutory audits

scope of audit

standards and guidelines

advantages and expectations

Topic Weighting 10%

qualities and qualifications

appointment: statutory provisions; professional matters: client screening, engagement
letter, professional clearance

conduct
resignation
dismissal

rights and duties

professional ethics: integrity, objectivity and independence, confidentiality
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Topic Weighting 10%

the risk-based approach

ascertaining and evaluating internal control

documenting the system: flow charts; internal control questionnaires
audit programmes: development of a work programme;

staff and training issues

Topic Weighting 10%

audit testing: tests of controls and substantive testing with particular reference to sales,
purchases, wages and cash

audit evidence

verification and valuation of assets and liabilities
statistical sampling: an appreciation

audit files and working papers

quality control

Topic Weighting 10%

final review stage: procedures, going concern evaluation, management representations;
subsequent events

nature and purpose of report
content: the standard external audit opinion

modified reports: the form of audit report modified reports; determining and evaluating
circumstances where a qualification is necessary

The following standards are examinable:
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International Accounting Standards (IAS) 1, 2, 7, 10, 16, 37 and 38
International Financial Reporting Standards (IFRS) 15

Note: For RPQ (statutory auditor qualification) candidates the relevant UK standards are Financial
Reporting Standards (FRS) 1, 3, 5, 10, 12, 15 and 21 and ISAs (UK) issued by the FRC.

International Standards on Auditing (ISA) All current ISAs except for ISA 402, 510, 540, 550, 600,
710, 800 and 810.

Note: For RPQ (statutory auditor qualification) candidates the relevant UK standards are all current
Auditing Standards (ISAs (UK ) except for ISA 402, 510, 540, 550, 600 and 710, issued by the FRC.

In addition, The Code of Ethics for Professional Accountants issued by the International Ethics
Standards Board for Accountants (IESBA Code) is also examinable. The AlA adopted IFAC’s Code of
Ethics and these can be viewed on the AIA website.

Candidates following the RPQ (statutory auditor qualification) route will be expected to refer, where
appropriate, to the Revised Ethical Standard 2016 (ES) published by the FRC. Candidates following
other routes will not be penalized if they refer to ESs in preference to the IFAC Code of Ethics. ESs
can be accessed via the Financial Reporting Council’'s website at

Candidates should note that the level of knowledge and understanding expected of these
pronouncements will be higher for Paper 7 Auditing than Paper 5 Auditing & Taxation.

Topic Weighting 5%

administrative structure: the legal background, HMRC
assessment: self-assessment tax return, penalties, calculating the tax liability
appeal: appeals tribunals,

collection: payment of tax, payments on account, balancing payments, interest and
penalties for late payment of tax

pay as you earn (PAYE): setting up of PAYE scheme, coding notice, coding
adjustments, calculation of deductions

Topic Weighting 15%

52
AIA® 2017/18


http://www.frc.org.uk/Our-Work/Codes-Standards.aspx
http://www.frc.org.uk/Our-Work/Codes-Standards.aspx

computation of the tax liability of individuals including: types of income (employment
including benefits, property, dividends and interest, pensions), bases of assessment,
allowable outgoings, reliefs, allowances

business profits and losses of sole traders: scope, basis periods, computation of taxable
trading income, trading losses

treatment of capital allowances: plant and machinery including motor vehicles

treatment of earnings and business profits for national insurance

Topic Weighting 15%

computations of gains and losses including shares and securities

reliefs and exemptions including: annual exempt amount, principal private residence and
entrepreneurs’ reliefs

Topic Weighting 15%

taxable total profits

calculation of Corporation Tax

This syllabus provides the foundations of auditing and taxation which will be developed in further
studies in Paper 7 Auditing, Paper 15 Professional Practice (Auditing) and Paper 16 Taxation and Tax
Planning.

Candidates are advised that the standards outlined in The Code of Ethics for Professional
Accountants issued by the International Ethics Standards Board for Accountants (IESBA Code) are
implicit in, and examinable throughout, the AlA syllabus. The Code can be accessed via the AIA
website at

Candidates following the Recognised Professional Qualification (RPQ) (statutory auditor qualification)

route will be expected to refer, where appropriate, to the Revised Ethical Standard (ES) 2016 for
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auditors’ integrity, objectivity and independence published by the Financial Reporting Council (FRC).
Candidates following other routes will not be penalised if they refer to the ES in preference to the
IFAC Code of Ethics. The ES can be accessed via the Financial Reporting Council’s website at:

AlA Magazine - International Accountant

ISSN: 1465 - 5144

AlA Text Book
Paper 5 Auditing & Taxation
Publisher:  BPP Learning Media

ISBN: 9781509713172

The e-Book is available at: Contact our publisher BPP for information on
purchasing a hard copy of the text book at:

You can purchase any of the books listed below quickly and easily through the publisher’s website or
link stated below.

The Audit Process: Principles, Practice and Cases (%" Edition)
Author: Gray, | Manson, S and Crawford, L

Publisher: Cengage Learning EMEA

ISBN: 9781408081709

Website

Principles of External Auditing (4th Edition) (e-book version)
Author: Porter, B; Simon J; and Hatherly, D

Publisher:  John Wiley and Sons Ltd

ISBN: 9780470974452

Website:
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PAPER 5AUDITINGMD TAXATION (FOUNIQA)

http://eu.wiley.com/WileyCDA/WileyTitle/productCd-EHEP003188.html

Standards and Bulletins issued by the FRC

Website: https://www.frc.org.uk/Our-Work/Codes-Standards/Audit-and-
assurance/Standards-and-guidance/Standards-and-guidance-for-auditors/Ethical-standards-
for-auditors.aspx

Free website providing comprehensive information about IFRS

Website:  www.iasplus.com/en

RECOMMENDEREADINGTAXATION

These books are for use in exams in 2015 (Finance Act 2014). You should check the edition of
the book you are using is appropriate for the exam date you are sitting.

AlA Text Book
Paper 5 Auditing & Taxation
Publisher: BPP Learning Media

ISBN: 9781472743381

The e-Book is available at: exams@aiaworldwide.com

Contact our publisher BPP for information on purchasing a hard copy of the text book at:
https://www.bpp.com/learning-media-listing/Imlist/6293

You can purchase any of the books listed below quickly and easily through the publisher’s website or
link stated below.

Taxation: Finance Act 2017 (23rd Edition)
Author: Melville, A

Publisher: Pearson Education Limited
ISBN: 9781292200804

Website: http://catalogue.pearsoned.co.uk/educator/product/Taxation-Finance-Act-
2017/9781292200804.page

Revenue and Customs press releases, notices and relevant publications:

www.gov.uk/government/organisations/hm-revenue-customs

55
AIA© 2017/18


http://www.iasplus.com/
mailto:exams@aiaworldwide.com
https://www.bpp.com/learning-media-listing/lmlist/6293
http://www.gov.uk/

PAPER 6 INFORMATNPROCESSING (FOUNDAI)

PAPER © INFORMATION PROCIRIES

AIMS

To examine the candidate’s knowledge and understanding of:

9 statistical sources and techniques

1 the concepts and methods of business information technology, and its application to practical
business situations

DESCRIPTORS

After successfully completing this paper candidates should be able to:

Fig. 6 Inter-relationship of units
i identify, select and explain appropriate
statistical techniques used in the collection,
summarisation and presentation of data

i identify, select and explain appropriate
statistical techniques used in the basic
modelling of situations involving probability,
correlation, regression and time series
forecasting

Information Processin

i describe and explain the role of information
technology and methodology used in the
processing of business data.

STRUCTURE OF THEEBRP

A three hour 15 minute paper consisting of two sections:

SECTION A DATA COLLECTION AND ANALYSIS
9 this section scores 60% of the overall marks for the paper.
i four compulsory questions must be attempted.

9 all questions carry equal marks (15%).
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where appropriate the allocation of marks to individual parts of a question is stated.

the emphasis is mainly on computational aspects although candidates may be required to
discuss assumptions made and to interpret results and conclusions and may also be required
to draw graphs or diagrams.

relevant statistical tables and formulae are printed on the question paper.

this section scores 40% of the overall marks for the paper.

four compulsory questions which must to be attempted.

all questions carry equal marks (10%).

where appropriate the allocation of marks to individual parts of a question is stated.

all questions require answers in either essay or report format.

Topic Weighting 5%

data classification methods and the differences between primary and secondary data
methods of primary data collection

practical aspects of designing questionnaires and survey methods

sampling methods and techniques

the range of sources of secondary data

Topic Weighting 5%

preparation of frequency distributions, in grouped and ungrouped form, from raw data

presentation of data in a variety of types of charts, tables, diagrams and graphs
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the merits of the different types of presentation and the interpretation of data presented in
different formats

Topic Weighting 10%

averages: arithmetic mean, mode and median, for sets of data in various formats

measures of dispersion such as range, inter-quartile range, variance and standard deviation
for sets of data in various formats

the relevance of different summary statistics in describing data in different situations

the relationship between the summary measures and the shape of distributions and the
difference between symmetrical and skewed distributions

Topic Weighting 10%

basic Laws of Probability

decision trees and Venn diagrams

conditional probability

discrete and continuous probability distributions and their use in solving problems

binomial, Poisson and Normal distributions

Topic Weighting 10%

scatter diagrams
simple linear regression, correlation, product moment and rank correlation coefficients
best-fit linear regression equations

graphical presentation
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business forecasting

Topic Weighting 10%

time series models, time series graph plots
additive and multiplicative models

the estimation of trend and seasonal values and their use to produce forecasts

Topic Weighting 10%

simple index numbers and chain based index numbers

Laspeyre’s and Paasche’s index numbers for expenditure, price and volume and their
interpretation

the index of retail prices in business

Topic Weighting 5%

the capabilities of computer-based information systems in business

the different types of systems including data processing systems, control information systems
and planning information systems

the basic stages involved in the systems development life cycle
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Topic Weighting 5%

the differences between mainframe systems, minicomputers and personal computers in terms
of their hardware and capabilities

the technology and purpose of the Central Processing Unit and computer memory

the advantages and disadvantages of the different input and output technologies

Topic Weighting 10%

the purpose of computer systems software and operating systems and of their use in
business

the purpose and use of common applications software such as spreadsheets, word
processing, databases, graphics, multimedia, communications and accounting software

Topic Weighting 5%

the main methods of data storage and file access and their respective merits

database management systems and data warehousing

Topic Weighting 5%

telecommunications systems, local area networks and wide area networks

telecommunications applications such as electronic mail, electronic data interchange and
electronic funds transfer
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Topic Weighting 10%

the Internet and the World Wide Web in e-commerce
extranets and global information systems

business-to-consumer and business-to-business applications of e-commerce

The use of quantitative techniques and the application of information technology in general are seen
as important aspects of information processing within business decision making. Accountants, in their
various roles in practice and in business, are key users of the technology and of many quantitative
techniques and, therefore, it is important that they have a good grounding in these areas. Paper 6
Information Processing is designed to ensure that candidates have practical knowledge of the basic
statistical techniques used in the collection and analysis of data and of the methods and technology
involved in the processing of the data. As well as helping accountants in their own field it is intended
that the material will assist them in understanding and communicating with specialists in other areas
of their work.

Candidates are advised that the standards outlined in The Code of Ethics for Professional
Accountants issued by the International Ethics Standards Board for Accountants (IESBA Code) are
implicit in, and examinable throughout, the AIA syllabus. The Code can be accessed via the AIA
website at

AlA Magazine - International Accountant

ISSN: 1465 - 5144

AlA Text Book
Paper 6 Information Processing
Publisher: BPP Learning Media

ISBN: 9781509702589
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The e-Book is available at:

Contact our publisher BPP for information on purchasing a hard copy of the text book at:

You can purchase any of the books listed below quickly and easily through the publisher's website or

link stated below.

Statistics for Economics, Accounting & Business Studies (7" Edition)

Authors: Barrow, M
Publisher: Pearson Education Limited
ISBN: 9781292118703

Website:

Quantitative Methods for Business Decisions (7" Edition)
Authors:  Curwin, J, Slater, R and Eadson, D

Publisher: Cengage Learning

ISBN: 9781408060193

Website:

Quantitative Approaches in Business Studies (8" Edition)
Author: Morris, C

Publisher: Pearson Education Limited

ISBN: 9780273738633

Website:

AlA Journal - International Accountant

ISSN: 1465 - 5144
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AlA Text Book

Paper 6 Information Processing
Publisher: BPP Learning Media

ISBN: 9781509713189

The e-Book is available at:

Contact our publisher BPP for information on purchasing a hard copy of the text book at:

You can purchase any of the books listed below quickly and easily through the publisher’'s website or
link below.

Fundamentals of Business Information Systems (2" Edition)
Authors:  Chesney, T, Reynolds, G and Stair, R.M

Publisher: Cengage Learning

ISBN: 9781408064269

Website:

Electronic Commerce 2012 (7" Edition)

Authors:  Turban, E, King, D,

Publisher: Pearson Education Limited

ISBN: 9780273761341

Website:
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The objective of the paper is to improve and extend the knowledge acquired by the study for Paper 5
of the Foundation Level and to prepare the student for the subsequent demands of Paper 15 in the
Professional Level 2.

In addition to expanding upon the areas covered in Paper 5 Auditing & Taxation candidates must
have knowledge of the following areas:

the audit of computer installations and

systems
limited company audits (excluding group 5 _
accounts) Auditing & Taxation

legal and professional framework

accounting and Auditing Standards 7
Auditing

professional ethics and codes of

conduct.

current developments in these areas

15
Professional Practic

After successfully completing this paper candidates should be able to:

discuss the professional and legal framework of auditing;

identify and discuss the problems associated with the acceptance of a new client, the planning
processes of an audit, and the successful conduct of the audit and its subsequent review;

develop an audit programme in specified circumstances;

produce a coherent and concise written response to a variety of problems and issues arising
during the course of an audit;

demonstrate an awareness of and be able to discuss the challenges facing the auditing
profession and from both clients and the wider financial world.
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A three hour 15 minute paper consisting of five questions. All questions carry equal marks.
Candidates must answer all questions.
Allocation of marks to parts of a question will be disclosed on the exam paper.

The questions are mainly of a case study/scenario type which will require the candidate to undertake
audit work involving some computational and/or planning activities. Some questions will be of a
discursive nature testing knowledge and understanding of current issues or problems and will
examine the ability to present arguments or opinions in a logical, coherent manner.

Topic Weighting 5%

The historical development of the external audit demonstrating the changing impact of legal
constraints, professional standards and social pressures.

Topic Weighting 15%

By governments through company law and other financial regulation.

By various professional institutes and associations through their supervisory activities and the
Standards issued by the International Auditing and Assurance Standards Board and the International
Accounting Standards Board.

Note: RPQ (statutory auditor qualification) candidates will be required to answer based on the UK
regulatory background, including auditing and accounting standards issued by the FRC. Refer to
Examinable Standards, Note 4.4.1 and 4.4.2.

Topic Weighting 20%

The objectives of internal control systems with an overview of transaction cycles (purchases, sales,
payroll etc.).

The need for internal audit and review together with the relationship with external audit.
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Identification of the responsibility to secure the assets of a firm against damage, theft and fraud.

Topic Weighting 15%

The objectives of external audit.

The appointment process (including the necessary professional qualifications): ethical considerations
and the suitability of the client appointment to the experience, capabilities and membership of the
practice.

The relevance of ethical standards, including independence and how it should be secured and
maintained.

The content and importance of the Letter of Engagement.

Topic Weighting 30%

The design and implementation of the audit work programme. The crucial role of “risk” assessment in
the relation to the particular business, the individual people, and the recording systems. The
importance of fully documenting the analytical procedures undertaken and the basis upon which
judgments are made.

Careful review of the nature of acceptable audit evidence and how it should be obtained (including
transaction testing, materiality, sampling, external evidence from customers, suppliers and bank,
computer interrogation procedures, valuation experts, written representations from management etc.)

Topic Weighting 15%

Audit completion.

The form and content of statutory reports.

The respective responsibilities of directors and auditors.

The following standards are examinable:

International Accounting Standards (IAS) 1, 2, 7, 10, 16, , 37 and 38
International Financial Reporting Standards (IFRS) 15

Note: For RPQ (statutory auditor qualification) Candidates the relevant UK standards are Financial
Reporting Standards (FRS) 1, 3, 5, 10, 12, 15 and 21 and ISAs (UK) issued by the FRC.
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International Standards on Auditing (ISA) All current ISAs except for ISA 402, 510, 540, 550, 600,
710, 720, 800 and 810.

Note: For RPQ (statutory auditor qualification) candidates the current ISAs (UK) except for ISA 402,
510, 540, 550, 600 and 710, issued by the FRC.

In addition, The Code of Ethics for Professional Accountants issued by the International Ethics
Standards Board for Accountants (IESBA Code) is also examinable.

Candidates following the Recognised Professional Qualification (RPQ) (statutory auditor qualification)
route will be expected to refer, where appropriate, to the Revised Ethical Standard 2016 or auditors’
integrity, objectivity and independence published by the Financial Reporting Council (FRC).
Candidates following other routes will not be penalised if they refer to the ES in preference to the
IFAC Code of Ethics. The ES can be accessed via the Financial Reporting Council’'s website at:

Candidates should note that the level of knowledge and understanding expected of these
pronouncements will be higher for Paper 7 than Paper 5 Auditing & Taxation.

The direct relationship of this element in the AIA programme is as a successor to Paper 5 Auditing &
Taxation and a predecessor to Paper 15 Professional Practice.

Nevertheless, there are many points of contact with other subjects studied as part of the AIA
programme.

There are obvious points of contact with the first two Financial Accounting papers.
However, the importance of statistical methodologies cannot be overlooked in the audit process.

Furthermore, several links exist with regard to Economics, Law and Management.

Candidates are advised that the standards outlined in The Code of Ethics for Professional
Accountants issued by the International Ethics Standards Board for Accountants (IESBA Code) are
implicit in, and examinable throughout, the AIA syllabus. The Code can be accessed via the AIA
website at

Candidates following the Recognised Professional Qualification (RPQ) (statutory auditor qualification)
route will be expected to refer, where appropriate, to the Revised Ethical Standard (ES) 2016 for
auditors’ integrity, objectivity and independence published by the Financial Reporting Council (FRC).
Candidates following other routes will not be penalised if they refer to the ES in preference to the
IFAC Code of Ethics. The ES can be accessed via the Financial Reporting Council’s website.
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AlA Magazine - International Accountant

ISSN: 1465 - 5144

AlA Text Book
Paper 7 Auditing
Publisher: BPP Learning Media

ISBN: 9781509713196

The e-Book is available at:

Contact our publisher BPP for information on purchasing a hard copy of the text book at:

You can purchase any of the books listed below quickly and easily through the publisher’s website or
link stated below.

The Audit Process: Principles, Practice and Cases (6th Edition)
Author: Gray, | and Manson, S and Crawford, L

Publisher:  Cengage Learning EMEA

ISBN: 9781408081709

Website:

Principles of External Auditing (4™" Edition) (e-book version)
Author: Porter, B; Simon J; and Hatherly, D

Publisher:  John Wiley and Sons Ltd

ISBN: 9780470974452

Website:

Standards and Bulletins issued by the FRC

Website:

Candidates following the RPQ route should refer to this site in preference to the IFAC handbook
referred to below.

68
AIA® 2017/18


mailto:exams@aiaworldwide.com
https://www.bpp.com/learning-media-listing/lmlist/6293

20161 2017 Handbook of International Quality Control, Auditing, Review, Other Assurance,
and Related Services Pronouncements published by the International Federation of
Accountants (IFAC)

Publisher: International Federation of Accountants (IFAC)
ISBN: 9781608152506
This Handbook can either be purchased as a printed book or downloaded free of charge as a PDF

file.

Free website providing comprehensive information about IFRS:
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PAPER 8 COMPANY MA (PROFESSIONA Le—

PAPER 8 COMPANY LAW

For variant papers please refer to appropriate variant syllabus: Hong Kong SAR, Malaysia,

AIMS

The aim of the Company Law paper is to examine the candidate’s knowledge, understanding and
application of the principles of and practice relating to Company Law.

The o_b1ecnve of the paper is to ensure that Fig.8  Inter-relationship of units
Candidates have:

1 comprehensive knowledge and
understanding of the principles of

Company Law
Law

i athorough understanding of the
practical aspects of Company Law

i an ability to analyse practical scenarios
and apply relevant principles and
procedures of Company Law

8
Company Law

The syllabus covers key areas of Company Law
which are:

i incorporation

i capitalisation

i administration and control
i accounts and audit

i reconstructions

1 winding up

For each area of the syllabus, candidates should have knowledge of both relevant statute and case
law.

DESCRIPTORS
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After successfully completing this paper candidates should be able to:

discuss principles of law comprehensively and clearly, based on a sound knowledge and
understanding of company law and practice

analyse practical scenarios and apply relevant legal principles and procedures

demonstrate reasoned conclusions following the application of legal rules and procedures

a three-hour 15 minute paper consisting of eight questions. Questions 1, 2 and 3 are
compulsory and candidates must attempt two from the remaining five questions.

all questions carry equal marks.
where appropriate the allocation of marks to individual parts of a question is stated.

generally, the paper includes at least two essay type questions, the remaining questions being
case studies.

Candidates are expected to support answers with references to statute and case law where
appropriate.

Candidates should be familiar with relevant case law, pertinent documentation and the Companies
Acts currently in force.

Topic Weighting 20%

This part of the syllabus covers:

the procedures relating to the formation and registration of a company and the role and liability
of corporate promoters.

the nature, contents and legal effect of the key documents required for registration.

the legal effects of company registration including the concept of separate legal personality
and the circumstances in which the veil of incorporation may be lifted.
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Topic Weighting 20%

This part of the syllabus covers:

the nature of share capital and principles relating to the maintenance of share capital,
including procedures for returning capital to members such as buy-back of shares and
financial assistance for the acquisition of a company’s own shares.

alterations to authorised share capital, such as increases to facilitate a further issue of shares
or reductions and the appropriate procedures to be followed.

types of share and the legal rules relating to alteration of class rights.

procedures relating to the allotment of shares, directors’ authority to allot shares and the effect
of statutory pre-emption rights.

share transfers and transmissions, including consideration of restrictions on share transfer and
procedures and documents required to effect share transfer.

borrowing powers and the nature of debentures, including consideration of the legal and
practical effects of fixed and floating charges.

Topic Weighting 20%

This part of the syllabus covers:

the position of company directors, their powers, functions and duties, including duties of care
and skill and the fiduciary duties of directors at common law and under ss 171 — 177
Companies Act 2006.

procedures for managing the company and corporate decision making.

dealings between the company and its directors and connected persons, such as loans and
substantial property transactions covered by section 190 Companies Act 2006.

the methods of appointing directors, the roles of executive and non-executive directors.

the procedure for removing a director under section 168 Companies Act 2006, compensation
payable for breach of a service contract and the circumstances in which directors can be
disqualified from acting.

the position of the members regarding corporate decision making, the calling and conduct of
general meetings and the different types of members’ resolutions under Part 13 Companies
Act 2006 and the exercise of members rights under Part 9 Companies Act 2006.
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the principle of majority rule and minority protection including the exceptions to the rule in
Foss v Harbottle, the new derivative action under ss 260-264 Companies Act 2006, the use of
the unfairly prejudicial conduct remedy in section 994 Companies Act 2006 and the just and
equitable winding up remedy in section 122(1)(g) Insolvency Act 1986.

Topic Weighting 20%

This part of the syllabus covers:
the company’s duty to keep accounting records and the nature of those records.
the effect of the accounting reference date.

the requirement for the production of directors and auditors reports and the nature of these
reports.

the nature of the duty to lay accounts before the members in general meeting.
procedures for the declaration of dividends.

financial records which must be sent to members, debenture holders, and the registrar of
companies.

penalties for non-compliance with filing requirements.

details of the audit thresholds and when it is necessary to file statutory accounts and the filing
requirements.

liability for negligence and professional ethics.
professional indemnity insurance.

auditor independence.

Topic Weighting 10%

This part of the syllabus covers:

the procedures which must be followed in take-overs, including those relating to the
compulsory acquisition of the minority’s shares.

the nature of the offence of insider dealing, the circumstances in which it can be committed
and the defences available.
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the concept of market abuse, types of market abuse and sanctions available.

Topic Weighting 10%

This part of the syllabus covers:
duties and powers of the Liquidator and the order of payment of creditors.

methods of increasing the assets available to the creditors, including undervalue transactions,
preferences, the avoidance of floating charges, wrongful and fraudulent trading.

corporate rescue procedures, including voluntary arrangements and administration orders.

the procedure which must be followed in a compulsory and voluntary liquidation and the
nature of these processes.

The Company Law paper builds on knowledge acquired by candidates having successfully completed
the Law module.

Knowledge of the nature of the English legal system and of Contract and Tort is an essential basis for
candidates studying Company Law.

The Legal Relationships section of the Law module introduces candidates to different types of
business entity, allowing comparisons to be made between partnerships and companies and
introducing the concept of limited liability. This section also covers the concept of agency, which is
essential in understanding the nature of the role of company directors.

Candidates are advised that the standards outlined in The Code of Ethics for Professional
Accountants issued by the International Ethics Standards Board for Accountants (IESBA Code) are
implicit in, and examinable throughout, the AlA syllabus. The Code can be accessed via the AlA
website at

Candidates following the RPQ (statutory auditor qualification) route will be expected to refer, where
appropriate, to the Revised Ethical Standard 2016 (ES) published by the FRC. Candidates following
other routes will not be penalized if they refer to ESs in preference to the IFAC Code of Ethics. ESs
can be accessed via the Financial Reporting Council’s website at: https://www.frc.org.uk/Our-
Work/Codes-Standards/Audit-and-assurance/Standards-and-guidance/Standards-and-guidance-for-
auditors/Ethical-standards-for-auditors.aspx
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Mayson, French and Ryan on Company Law (**" Edition)

Authors: Mayson, S, French, D and Ryan, C
Publisher:  Oxford University Press
ISBN: 9780198797234

Website:

Company Law (9" Edition)

Author: Dignam, A, Lowry, L
Publisher:  Oxford University Press
ISBN: 9780198753285

Website:
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The objective of the paper is to ensure candidates have:

a working knowledge of management science applications and management information

systems development and implementation in business

an understanding of mathematical, statistical and systems modelling techniques, their

limitations and appropriateness

The paper will examine candidates’ understanding through the eyes of a user, a designer, a manager

and an evaluator.

Candidates will be expected to explain, distinguish
and interpret results of:

selected mathematical and statistical
methods; candidates will not be
expected to display in-depth
mathematical ability nor derive or prove
any mathematical formulae

selected methods in the strategic
development and design of management
information systems, including both
hardware and software, and relevant
methods of selection, acquisition,
organisation, management and security
of the processes and technology
involved. Candidates will not be
expected to display an in-depth
knowledge of the science of computing

After successfully completing this paper candidates should be able to:

apply appropriate techniques and interpret the results to support a range of business

decisions

6

Information
Processing

9

Management
Information

discuss the features of information systems and technology to a given set of requirements
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apply systems modeling, design, development and implementation tools and techniques to
solve organisational and informational problems

A three hour 15 minute paper consisting two sections. All questions must be attempted. Where
appropriate the allocation of marks to individual parts of questions is stated on the paper. Relevant
formulae, statistical and mathematical tables are printed on the question paper.

This section comprises a scenario based question worth 25 marks.

This section relates to the management science part of the syllabus; the questions will generally be
partly computational, partly explanation and partly interpretation.

This section comprises three main questions, each carrying 25 marks.

This section comprises questions from the management information systems part of the syllabus; the
questions will be partly descriptive, partly evaluative, and are generally of the essay type, but
candidates are expected to demonstrate techniques where appropriate.

Topic Weighting 5%

Candidates should demonstrate their understanding of calculations and interpretations of the
technigues of simple and multiple correlation and linear regression when applied to business data.
Candidates will also be expected to understand the significance of the coefficient of determination,
and forecasting by regression.

Topic Weighting 10%

Candidates must show an appreciation of the Central Limit theorem as the basis of classical sampling
theory and significance testing. Point and interval estimation of the mean and proportion through
sampling is a key element of this section of the syllabus, as are the hypothesis tests on a mean, a
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proportion, and the difference between two means or two proportions. The Chi-Squared significance
test of association is also part of this section.

Topic Weighting 10%

Candidates must be able to formulate simple linear programmes, involving 2 decision variables, solve
them graphically, and interpret the results in the form of a report to management. The interpretation of
the simplex solution is also a part of this section of the syllabus — note: candidates are not expected to
derive simplex solutions.

Further, candidates should be able to apply the concept of sensitivity analysis to the graphical
solution of a linear programme, and articulate their conclusions in a form of a report.

Topic Weighting 5%

The drawing up of a network using either the activity-on-arrow or the activity-on-node notations is
fundamental to this topic. Candidates should further be able to calculate the critical path and apply
time, cost and resource-usage analyses to unique projects.

Topic Weighting 5%

Candidates must be able to apply the sampling-based technique of Monte Carlo simulation to any of a
selection of business problems. An understanding of the use of random numbers, and of tabulating the
sampling from given distributions of factors subject to risk, as well as reporting conclusions from a
small sample, are required in this topic section.

Topic Weighting 5%

The concepts of expected value and risk through standard deviation are fundamental to the study of
decisions under risk. Candidates should be able to apply these concepts as well as that of the
coefficient of variation (relative risk) to business situations involving elements of risk. Further, the use
of decision trees and payoff tables will be examined, as will techniques used in the analysis of
problems involving uncertainty.
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Topic Weighting 10%

Candidates are expected to demonstrate an understanding of the language and terminology, as well
as the attributes of information systems and their general and specific applications. Systems such as
MIS, DSS, SMIS, EIS, Expert and Accounting Information Systems are integral subjects in this part of
the syllabus. Further, candidates will be expected to describe the organisation of files including those
in database systems.

Topic Weighting 10%

Candidates should be able to present both manual and logic flowcharts of proposed systems, use
dataflow diagrams to analyse new systems, and devise decision tables to analyse logic.

Topic Weighting 20%

Description of the stages of the systems life cycle, systems development methods SSM, SSADM,
JSD, Object-oriented approaches must be known and compared, together with prototyping and the
use of CASE tools. The location and distribution and general organisation of information systems is a
major component of this section of the syllabus.

Topic Weighting 5%

Candidates must be able to explain and discuss the role of information systems (IS) in strategic
planning as well as be aware of the issues involved in setting and managing IS tasks, operations,
strategies; similarly, candidates must be able to discuss the features of ethics, law, audit and their
implications for information systems.
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Topic Weighting 10%

The control of an information system is an important dimension to its use, whether the system is to be
controlled remotely or directly by the user.

Similarly, security of the investment in systems is well within this section of the syllabus in terms of
access and risk analysis and handling.

Topic Weighting 5%

Knowledge of the components of hardware and software that may make up an information system are
the essential elements of this section; candidates must be able to describe such components and be
aware of their uses and limitations. Equally, candidates should be able to explain means of procuring
hardware and software, and generally be able to justify alternative means of acquiring these elements,
as well as information systems services. Knowledge of outsourcing and payment methods is also
expected.

While accountants do not necessarily need to possess the level of knowledge and expertise
equivalent to a qualified statistician, systems analyst or designer, they must be able to speak to such
professionals and understand their language. The Management Information paper seeks to ensure
that accountants can mix and liaise with such professionals by testing their understanding and
knowledge of particular key elements within these realms. Accountants deal in financial data which is
the basis of management information that can lead to particular future decisions and actions; they
therefore must be familiar with a range of techniques and methodologies that may be employed to
refine data into information that supports the taking of decisions. Indeed, accountants may well serve
as a team member on projects also involving statisticians or systems specialists, or progress to
becoming such specialists themselves after qualification.

Candidates are advised that the standards outlined in The IFAC Code of Ethics for Professional
Accountants issued by the International Ethics Standards Board for Accountants (IESBA Code) are
implicit in, and examinable throughout, the AlA syllabus. The Code can be accessed via the AIA
website at
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The e-Book is available at:

Contact our publisher BPP for information on purchasing a hard copy of the text book at:

You can purchase any of the books listed below quickly and easily through the publisher’s website or

link stated below.

Business Information Systems: Analysis, Design and Practice (6!" Edition)

Author: Curtis, G and Cobham, D
Publisher: Pearson Education Limited
ISBN: 9780273713821

Website:

Quantitative Methods for Business (5" Edition)

Author: Waters, D
Publisher: Pearson Education Limited

ISBN: 9780273739470

Business Information: A Systems Approach (3 Edition)
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Author: Harry, M
Publisher: Pearson Education Limited
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Website:

http://www.pearsoned.co.uk/bookshop/detail.asp?WT.oss=Business%20Information%20A%20
Systems%20Approach&WT.oss_r=1&item=100000000008600
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The objective of the paper is to ensure that candidates have:

a further understanding of the nature of business management and the role of the manager in
the modern business organisation

an appreciation of the major schools of
management thought, their development
and implications

an understanding of the nature of
management decision making, planning,

and control 2
Business Economics

an appreciation of the key aspects of
organisational structure and design

an understanding of the ways in which 10
organisational performance may be Business Management
improved through effective human

resource management encompassing

selection, training and learning,

leadership, motivation and 12

icati Management 14
communication Accounting 2 Financial
Management

an appreciation of the nature of, and
issues in, managing the marketing and
production functions of a business

an understanding of the nature and importance of managerial control including the main
elements and types of control in the business organisation and the role of management
information in the control process

an awareness and understanding of some of the major contemporary issues in the modern
business organisation including social and ethical issues, stakeholder theories, issues in
corporate governance, the effective management of innovation and change, management of
international business and management in entrepreneurial and small business enterprises

After successfully completing this paper candidates should be able to:

categorise approaches to business management in the contemporary business organisation.

83
AIA® 2017/18



demonstrate an understanding of management principles and relate these to organisational
issues and problems.

derive and implement solutions to business management in a range of organisational
contexts.

use theoretical knowledge to compare and contrast the appropriateness of business
management techniques.

produce and implement relevant solutions to business problems.

differentiate, value and prioritise between different solutions to business management
problems.

assess the impact of limitations to business management knowledge and techniques on
subsequent interpretations.

illustrate ethical sensitivity and judgment to common business management ethical issues

discuss contemporary issues in business management.

A three hour 15 minute paper consisting of two sections:

this section scores 60% of the overall marks and consists of a compulsory case study type
guestion which will normally contain four parts.

where appropriate the allocation of marks to individual parts of the question is stated.

the case study will require candidates to act the role of an advisor/consultant, to provide
advice and recommendations to address a variety of business and management issues and
problems highlighted in the case study. Candidates will be expected to interpret financial and
non-financial data within the context of a managerial problem.

these issues will encompass the main learning outcomes of the syllabus by requiring
knowledge and application of a variety of business management principles drawn from any
topic within the syllabus.

candidates will normally be required to use report type format in their answers.

this section scores 40% of the overall marks for the paper and consists of three essay type
guestions.

each question is allocated 20 marks and candidates are required to answer two questions.
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these issues will encompass a variety of business management principles on specific topics
drawn from any part of the syllabus.

guestions in this section will be discursive and conceptual in nature.

The eight areas listed form the core of the syllabus for this paper. Candidates should note that there
is some overlap between the different parts of the syllabus and should be prepared to answer
guestions encompassing a combination of syllabus areas. For each area of the syllabus candidates
should have knowledge of contemporary business practices.

Topic Weighting 10%

Candidates should demonstrate an understanding of the nature and process of management
including what managers do, methods of management and the different roles and agendas of
managers.

Candidates should demonstrate an understanding of the levels and types of managers and the
different key management skills associated with these.

Candidates must demonstrate knowledge of the evolution of management theories including classical,
behavioural, and contemporary theories of management.

Topic Weighting 15%

Candidates should demonstrate knowledge of the nature and scope of managerial decision making,
including the elements and levels of planning, including strategic management.

Candidates are expected to be able to discuss the nature of organisational goals and plans.

Candidates should demonstrate an understanding of how to improve managerial decision making and
some of the main inputs and aids to this process, including: competitor and environmental analysis;
internal analysis including portfolio analysis and value chain analysis; forecasting, planning and
control models; management by objectives, decision trees; and quantitative aids for decision making.

Topic Weighting 10%
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Candidates should ensure that they have knowledge of the nature of organisational structure and the
key decisions in organisational structures and systems. This will encompass the design of
organisational structures; job design; procedures for vertical and horizontal co-ordination.

Candidates are expected to understand the meaning and implications of different organisational
cultures and the relationship between strategy and structure in organisations.

Topic Weighting 15%

This component of the overall syllabus is concerned with those concepts, approaches and techniques
to getting the most out of an organisation’s human resources.

Candidates will be expected to have a good knowledge of the following areas: strategic human
resource management, including human resource planning, staffing, development, evaluation and
compensation.

Candidates should also understand the key areas of managing individual behaviour in order to
maintain effective workforce relationships including the nature of, theories in, and key management
issues of motivation and leadership and the issues of managing diversity in today’s organisations.

Candidates should be aware of the nature and importance of perception, personality and learning in
an organisation.

Finally candidates should understand the nature and management of managerial communication and
organisational communication channels in the management of individual behaviour in the
organisation.

Topic Weighting 10%

Knowledge of how workgroups function in organisations is essential together with the issues in
managing such workgroups.

Key issues include the development of group communication networks, developing effective
teamwork, and managing and resolving conflict between groups.
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Topic Weighting 10%

Clearly, these are only two of the functional areas of a business, but they are the two which will be
most frequently encountered by candidates in their business management careers.

This area of the syllabus, therefore, is intended to ensure that candidates have a working knowledge
of the nature and purpose of each of these functional areas of business.

For the marketing function, candidates are expected to understand the elements of marketing
management, buyer behaviour, market segmentation, the marketing mix and marketing research.
They should also understand the issues which arise in services marketing.

Finally candidates will be expected to understand the product life cycle concept and the range of
alternative product market strategies. In the area of production, candidates are expected to
understand the main elements of production management, production planning and control,
purchasing and materials management, managing quality, and just-in-time and kanban systems.

Topic Weighting 15%

Candidates are expected to understand the nature and purpose of control as a management function,
including an understanding of the main elements of the control process.

The types of control and control systems that candidates will be expected to understand include: the
planning control lifecycle, budgetary and inventory control, the balanced score- card, benchmarking
and planning and control operations in services management.

Candidates are also expected to understand the nature, role and uses of management information
and information systems and technology in the modern business organisation and have an
awareness of developing technology in this area.

Topic Weighting 15%

Candidates must show that they understand some of the more important developments and issues in
contemporary business management.

The nature of this part of the syllabus means that it is not possible to indicate all the contemporary
issues which are, or more to the point, could become important to the process of business
management. Candidates are therefore expected and advised to keep up to date with contemporary
business practices and issues.
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Examples of issues which will be addressed in this part of the syllabus include: managing innovation
and change, issues in international and global business management, entrepreneurship and
management in the small business, corporate governance and social responsibility and ethical issues
in business management, issues associated with stakeholder theories of business management.

An accountant in practice and in business needs an understanding of the nature, importance and
issues in effective business management. Not only are all accountants by definition managers, but
they also have to have a wider appreciation and understanding of how their function and activities
relate to other parts of the business. The implications of effective business management are
important aspects of the contemporary accountant’s function. A professionally qualified accountant
must understand the nature of business management in a contemporary business organisation and
an awareness of how this understanding can contribute to overall efficiency and effectiveness.

Paper 10 Business Management therefore seeks to ensure that the professional accountant has this
necessary understanding and can use this to increase their effectiveness in organisations as
accountants.

Candidates are advised that the standards outlined in The Code of Ethics for Professional
Accountants issued by the International Ethics Standards Board for Accountants (IESBA Code) are
implicit in, and examinable throughout, the AIA syllabus. The Code can be accessed via the AIA
website at

AlA Magazine - International Accountant

ISSN: 1465 - 5144

AlA Text Book
Paper 10 Business Management
Publisher:  BPP Learning Media

ISBN: 9781509713226

The e-Book is available at:

Contact our publisher BPP for information on purchasing a hard copy of the text book at:
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You can purchase any of the books listed below quickly and easily through the publisher’s website or

link stated below.

Management (International Edition)
Author: Daft, R.L and Benson, A
Publisher:  Cengage Learning
ISBN: 97811408063859

Website:

Contemporary Management (10" Edition)
Authors:  Jones, G and George, J
Publisher:  McGraw-Hill Education — Europe
ISBN: 9781259732669

Website:

Management (14" Edition)

Authors: Robbins, S.P and Coulter, M
Publisher: Pearson Education Limited
ISBN: 9780134527604

Website:

Management and Organisational Behaviour 11" Edition
Author: Mullins, L.J
Publisher: Pearson Education Limited

ISBN: 9781292088488

Website:
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http://www.pearsoned.co.uk/bookshop/detail.asp?WT.0ss=9781292088488&WT.0ss_r=1&item
=100000000603569

Introduction to Management (4™ Edition)
Author: Pettinger, R

Publisher: Palgrave Macmillan

ISBN: 9780230000384

Website:  http://www.palgrave.com/page/detail/introduction-to-management-richard-
pettinger/?sfl=barcode&st1=9780230000384
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The objective of the paper is to examine the candidate’s understanding of the theoretical framework of
accountancy, ability to prepare and interpret accounting statements and to prepare appropriate

accounts for specialised transactions.

In addition to addressing more advanced applications of the topics covered in Paper 1 Financial

Accounting 1 the syllabus covers the following areas:

Accounting Theory — The regulatory framework and

its application; with particular reference to the
convergence project and the impact of the IASB
and its Framework. Various capital maintenance
and income measurements in conditions of
changing price levels.

International Accounting Standards.

Proprietorship accounting including; sole traders
and partnerships (where appropriate for the
demonstration of specialised transactions), limited
companies including basic group accounts,
covering the preparation of accounts according to
statutory requirements, IFRS (where appropriate)
and the treatment of taxation in accounts.

Accounting for specialised transactions.

Financial analysis, interpretation and reporting
including ratio analysis and statements of cash
flows (cash flow statements).

After successfully completing this paper candidates should be able to:

1

Financial
Accounting 1

11

Financial
Accounting 2

13

Financial
Accounting 3

discuss the content and underlying rationale of the IASB Conceptual Framework and of its

contribution to a ‘regulatory framework’.

apply and discuss the appropriateness of specific international accounting standards.

prepare financial statements for limited companies and other entities and appropriate

financial statements for specialised transactions.

interpret financial statements of limited companies and other entities.

assess and discuss alternative valuation methods and the problems associated with their

application.
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A three-hour 15 minute paper consisting of up to eight compulsory questions.
Candidates must answer all questions.

Allocation of marks to parts of a question will be disclosed.

The questions are of a case study/scenario type which will be mainly computational.

In addition to those areas specified in the syllabus candidates are expected to be familiar with current
issues and developments in financial reporting.

Candidates will not be expected to provide in depth answers concerning International Accounting
Standards that have been in force for less than 6 months prior to the examination date.

Note: the following International Financial Reporting Standards/International Accounting Standards
will not be examined by this paper:

IFRS: 2,11, 13, 14, IFRS SMEs

IAS: 19, 21, 29,

Topic Weighting 20%

regulatory framework — discuss the role of international accounting standards in regulating
accounting and financial reporting.

statutory framework — describe the statutory requirements relating to the preparation,
publication and audit of financial statements. Questions on the topic will be based on the UK
Companies Act 2006.

standard setting bodies — discuss the role of the International Accounting Standards
Committee Foundation (IASCF) and other national standard setting bodies.

conceptual framework for the preparation and presentation of financial statements — discuss
the role and general content of the IASB Conceptual Framework for Financial Reporting and
its impact on the convergence project.

capital maintenance and income measurement — contrast capital maintenance and income
measurement in Historic Cost Accounting (HCA), Constant Purchase Power Accounting
(CPP) and Current Cost Accounting (CCA). (Basic calculations may be examined).

IAS 1 — describe and assess the objective, definitions and requirements of IAS 1 as far as
they relate to the presentational impact of accounting policies.
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IAS 8 — discuss the standard’s requirements dealing with errors, changes in accounting
estimates and changes in policy.

IAS 24 - discuss the purpose of related party disclosures

IFRS 1 — discuss the standard’s general principles and objectives relating to the first-time
adoption of international reporting standards

IFRS 5 — discuss the purpose and impact of reporting non-current assets held for sale on the
financial statements

IFRS 15 — discuss the standard’s requirements in accounting for revenue from contracts with
customers including identification of the contract and performance obligations; performance
obligations satisfied over time and at a point in time; determining the transaction price and
allocating the transaction price to performance obligations; treatment of contract costs; sale
with a right to return; principal versus agent consideration; repurchase agreements and
consignment arrangements.

Topic Weighting 20%

[This section specifically covers the following Accounting Standards. Note that these and other IFRS
may be incorporated into questions in other sections of the syllabus].

IAS 10 — discuss the accounting and disclosure of events occurring after reporting period.

IAS 16 — discuss the recognition and measurement of tangible non-current assets; including
the impact of borrowing costs under IAS 23. Account for revaluations and depreciation of
tangible non-current assets.

IAS 20 — discuss the general requirements of accounting for government grants.

IAS 24 — identify ‘related parties’ and assess the requirements of the standard regarding
disclosures of related party transactions.

IAS 36 — apply and discuss the basic concept of impairment and the procedures involved in
undertaking an impairment review.

IAS 37 — distinguish provisions and contingent liabilities. Discuss the recognition of a
provision and the disclosure requirements of the standard relating to provisions, contingent
liabilities and contingent assets.

IAS 38 — describe the initial recognition and measurement of goodwill and intangible assets.
Discuss the subsequent treatment of recognised goodwill and intangible assets. Discuss the
treatment of internally generated intangible assets at the research and development phase.

IAS 40 — apply the accounting requirements for investment property and discuss their effect
on the measurement of profit or loss.
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Topic Weighting 20%

IAS 27, IAS 28, IFRS 3, IFRS 10, IFRS 12 — discuss the purpose, definitions, exemptions,
concepts (e.g. control) and structures of simple groups. Prepare and present financial
statements for simple groups including statement of financial position — basic procedures to
cover, non-controlling interests, dividend flows, goodwill (basic), inter-company trading,
associated companies and income statement — inter-company trading and dividends,
associated companies.

partnerships — accounting for changes in partners. Account for an amalgamation of
partnerships and for the conversion of a partnership to a limited liability company.

IAS 1 — prepare income statements* and statements of financial position (balance sheets) in
accordance with the standard. Prepare and evaluate a ‘Statement of Changes in Equity’ and
the movement towards the reporting of all-inclusive comprehensive income.

discuss the purpose of disclosures in a director’s report and in a Management Commentary
(the international equivalent of the UK’s operating and financial review). Discuss the general
trend towards the reporting of more narrative-style information in corporate reports.

IAS 12 — apply the basic requirements concerning accounting for current tax and compare
and contrast the ‘nil provision’, ‘partial provision’ and ‘full provision’ bases of accounting for
deferred tax. Describe the main requirements of IAS 12.

IAS 34 — discuss the standard’s requirements for the content of an interim financial report
published by an enterprise.

Note: More complex consolidations involving joint ventures, cash flow statements and goodwill
(complex — e.g. IFRS3’s NCI at fair value ideas) are dealt with in Paper 13 Financial Accounting 3.

Topic Weighting 20%

inventory — discuss and account for inventory under IAS 2

revenue from contracts with customers — Analyse and apply the requirements of revenue from
contracts with customers, including disclosure in the statement of profit or loss and the statement
of financial position (balance sheet).report the substance of transactions — Explain the meaning
and reasons behind ‘Off Balance Sheet Financing’ (OBSF) and discuss the application of the
‘Substance Over Form’ (SOF) concept to prevent such practices. Apply the concept to
consignment stock and debt factoring. (Note: This concept can be studied as part of section 11.1)

IFRS 16 Leases — discuss and account for right of use assests and lease liabilities, the exemption
from the recognition criteria for leases and sale and leaseback agreements. Account for leases in
the books of lessee and lessor.
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financial Instruments — IAS 32, distinguish shareholders funds and liabilities and discuss and
calculate the allocation of finance on a (simple) discounted bond under IFRS 9.

discuss and account for investments in equity held at fair value though profit and loss and fair
value through other comprehensive income. (Note: The study of more complex financial
instruments such as derivatives is not required). IFRS 7 — disclosure of financial instruments.

Note: Discussions should cover the need to design specialised accounting systems to record these
transactions.

Topic Weighting 20%

IAS 7 — prepare statement of cash flows (cash flow statement) for an individual company
using the direct and indirect method to disclose operating cash flows. Interpret a statement
either one provided or one prepared.

financial analysis — calculate a range of ratios based on historical cost financial statements.
Prepare a report interpreting those financial statements, incorporating a discussion on the
information revealed by the ratio analysis.

IAS 33 — prepare calculations of basic and diluted Earnings Per Share (EPS) following the
requirements of IAS 33. Calculate the effect of a bonus issue or a rights issue of shares on
the reported basic EPS. Calculate the effect of convertible debentures (loans) or convertible
preference shares or options on the diluted EPS. (Note: Cumulative changes will not be
examined).

IFRS 8 - analyse and discuss the disclosure requirements of IFRS 8. Prepare a segmental
report in line with the standard.

* In an exam the following three titles will be assigned the meanings shown:

the title ‘statement of profit or loss and other comprehensive income’ will refer to the single
statement format by IAS1 as revised in June 2011.

the title ‘statement of profit or loss’ will refer to that part of the ‘statement of profit or loss and
other comprehensive income’ which excludes other comprehensive income; ie it refers to that
part from Revenue (or sales or turnover) down to profit or loss for the year.

the title ‘other comprehensive income’ refers to that part of the ‘statement of profit or loss and
other comprehensive income’ which excludes the calculation of profit for the year.

For RPQ (statutory auditor qualification) candidates (refer to page 5) the relevant UK standards are
Financial Reporting Standards (FRS) and ISAs (UK) by the FRC.
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This paper builds upon the basics of financial accounting and reporting introduced in Financial
Accounting 1 and leads the successful student directly on to the final Financial Accounting 3 paper in
Professional Level 2 - Module E.

Candidates are advised that the standards outlined in The Code of Ethics for Professional
Accountants issued by the International Ethics Standards Board for Accountants (IESBA Code) are
implicit in, and examinable throughout, the AlA syllabus. The Code can be accessed via the AIA
website at

AlA Magazine - International Accountant

ISSN: 1465 - 5144

AlA Text Book
Paper 11 Financial Accounting 2
Publisher: BPP Learning Media

ISBN: 9781509713233

The e-Book is available at:

Contact our publisher BPP for information on purchasing a hard copy of the text book at:

You can purchase any of the books listed below quickly and easily through the publisher’s website or
link stated below.

Financial Accounting: An International Introduction (6™ Edition)
Author: Alexander, D, Nobes, C

Publisher: Pearson Education Limited

ISBN: 9781292102993

Website:
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Financial Accounting and Reporting (with MyAccountinglab) (18" Edition)
Author: Elliott, B. and Elliott, J

Publisher: Pearson Education Limited

ISBN: 9781292162409

Website:

International Financial Reporting: A Practical Guide (6'" Edition)
Authors: Melville, A

Publisher: Pearson Education Ltd

ISBN: 9781292200743

Website:

IFRS Explained: A Guide to International Financial Reporting Standards
Publisher: BPP Learning Media
ISBN: 9781472740229

Website:

IFRS in your Pocket 2016
Publisher: Deloitte

Website:

International Financial Reporting Standards IFRS 2016

This RED book is presented in two parts: Part A (the Conceptual Framework and requirements) Part
B the accompanying documents.
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Free website providing comprehensive information about IFRS:

www.iasplus.com/en
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To develop a critical understanding of issues relating to cost management, cost control and strategic
decision making.

This paper concentrates on contemporary topical issues such as activity-based techniques,
throughput accounting, economic value added, business process re-engineering and the balanced
scorecard. Some of these techniques were designed to meet perceived shortcomings in traditional
methods such as standard costing and accounting-based measures such as return-on-investment
and a key part of this paper is to compare

contemporary and traditional methods.

As the world of accounting is dynamic, this paper will
combine the study of traditional concepts and
techniques with the most recent advances in
management accounting as these relate to

management information needs for planning, control, 3
. o . . M t
and decision makingin both the public and private Accoumting 1

sectors.The objectives of this paper are to ensure that
the candidates have:

12

Management
. Accounting 2
a thorough understanding of the role of

management accounting in the modern day
economiccommercialand public environment
to enable them to make effective use of

. . . L 14
management accounting information within Financial
their own organisation or wider practice. Management

a detailed knowledge of both the financial

control and decision support aspects of

management accounting to develop the analytical skills necessary to diagnose complex
business problems in an accounting information context.

an appreciation of the strategic aspects of management accounting.

After successfully completing this paper candidates should be able to:

appreciate the "big picture" fundamentals of management accounting:

demonstrate the role management accounting plays in supporting organisations and
managers in keeping pace with technological change, globalisation and customer needs.
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discuss how the manager uses the management accounting system to prepare, analyse and
critically evaluate information for making planning decisions.

discuss how the management accounting system measures the performance and influences
the behaviour of the manager.

discuss the strengths and weaknesses of an organisation's management accounting
information system, identify and apply techniques appropriate to specified situations

apply management accounting methods and techniques to demonstrate how customer and
organisational value can be achieved through sound business decision making. Applying and
discussing appropriate techniques is an important outcome of this paper

A three hour 15 minute paper consisting of two sections.

All questions must be attempted.

This section scores 66% of the overall mark and comprises 3 quantitative orientated questions, which
will carry 22 marks each. The nature of the questions will involve calculation and interpretation.

The objective of this section is to determine the candidate's understanding and ability to use the
techniques, processes and practices of a modern management accountant.

This section scores 34 % of the overall mark and will consist of two questions of a discursive nature
that will carry 17 marks each.

The objective of this section is to determine the candidate’s ability to convey information in an
understandable and decision relevant form.

Topic Weighting 25%

This section will develop concepts first introduced in Paper 3, Sections 3.1 - 3.4 and assumes a good
working knowledge of the changing nature of costs in the modern organisation.

The candidate will need to understand and apply:
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cost management principles;

the usefulness and application of techniques such as the learning curve model, regression
analysis and advanced variance analysis.

Topic Weighting 25%

This section will draw on the coverage of 3.6 in Paper 3 and will require detailed knowledge of
techniques including;

preparing cost calculations using traditional, throughput and activity-based methods;

explaining and evaluating the use of traditional, throughput and absorption costing methods in
differing contexts and for different purposes including conditions of scarce resources;

the theory of constraints and the inter-relationship of accounting methods; the application of
the theory of constraints and activity-based costing;

activity-based management and Activity-based budgeting and the conditions for their
success;

the use of activity-based costing for pricing and the use of "activity-based pricing";

preparing information for pricing decisions taking account of market segments and differing
customer attitudes to price and value;

evaluating the use of alternative marketing strategies, their benefits and risks;

In all aspects of this section, candidates should be prepared to provide a critical analysis
(strengths/weaknesses/underlying assumptions) of the technique under consideration.

Topic Weighting 25%

This section requires drawing on some of the coverage in section 3.5 in Paper 3 and will examine the
design and use of management accounting systems in the large company. Topics will include:

decentralisation and divisionalisation;

decentralisation and divisionalisation;
management control systems;

performance measurement and management;
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internal trade and transfer pricing assessing the advantages and disadvantages of adopting a
range of transfer pricing approaches in differing contexts;

contingency theory and agency theory in relation to the management accounting systems.

Topic Weighting 25%

This section will emphasise and expand the coverage in section 3.1 of Paper 3 and will cover recent
developments in management accounting within the context of the information requirements of the
modern organisation.

Candidates' need to be aware of the leading advocates of the techniques together with any published
criticisms that have been introduced to the field of management accounting during the last decade,
the purpose of these techniques and their impact on the management accountant.

Topics include:

advanced manufacturing technologies, material requirement planning (MRP 1), manufacturing
resource programming (MRP 2) and JIT;

the economic value added (EVA) concept and the advantages and disadvantages of the
technique compared with traditional return on investment and residual income measures;

introduction to strategic management accounting concepts such as Value chain analysis,
customer profitability analysis, accounting for costs of quality and supply chain management;

just in time and throughput accounting;

integrative performance measurement systems as a means of reformulating strategy and
meeting competitive challenges such as the balanced scorecard and six sigma; social and
ethical issues;

Paper 12 assumes a sound practical knowledge of the underlying techniques introduced in Paper 3
Management Accounting 1 and Paper 6 Information Processing. It acknowledges the relevance of the
material considered in Paper 9 Management Information and Paper 10 Business Management and
provides a firm foundation for Paper 14 Financial Management.
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Candidates are advised that the standards outlined in The Code of Ethics for Professional
Accountants issued by the International Ethics Standards Board for Accountants (IESBA Code) are
implicit in, and examinable throughout, the AIA syllabus. The Code can be accessed via the AIA
website at

AlA Magazine - International Accountant

ISSN: 1465 - 5144

AlA Text Book
Paper 12 Management Accounting 2
Publisher: BPP Learning Media

ISBN: 9781509713240

The e-Book is available at:

Contact our publisher BPP for information on purchasing a hard copy of the text book at:

You can purchase any of the books listed below quickly and easily through the publisher’s website or
link stated below.

Management and Cost Accounting (9" Edition)
Author: Drury, C

Publisher: Cengage Learning

ISBN: 9781408093948

Website:

Management and Cost Accounting with MyAccountingLab access (6" Edition)
Author: Bhimani, A, Horngren, C.T, Datar, S.M Srikant and Rajan, M
Publisher: Pearson Education Limited

ISBN: 9781292063461

Website:
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Journals

International Accountant

Harvard Business Review

Journal of Management Accounting Research
The British Accounting Review

Management Accounting Quarterly

Accounting Horizons
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The aim of the paper is to examine a candidate’s ability to:

critically evaluate current thought and developments in international financial accounting and
reporting

apply knowledge and professional judgement in an assessment of the requirements of
international financial reporting standards and other reporting requirements

ability to prepare and assess a wide variety of accounting and financial statements in a wide
variety of business contexts

The examination paper will be set within the context of
financial accounting and reporting in accordance with

the standards and other output of the International

1

Financial
Accounting Standards Board and other related bodies Accounting 1
such as the International Federation of Accountants
(IFAC).
11
Financial

Accounting 2

After successfully completing this paper candidates
should be able to: 13

Financial
demonstrate through discussion and/or Accounting 3
application of knowledge, a critical evaluation of
current thought and developments in
international financial accounting and reporting,
including the ethical and professional responsibilities of an accountant, the conceptual

framework and accounting regulation and specialised entities

demonstrate that he/she can apply and critically analyse and discuss current international
reporting requirements and regulations

prepare and interpret a wide variety of corporate accounting and reporting statements
including the financial statements of groups in accordance with appropriate international
financial reporting standards

prepare and assess reports and other communications which aim to offer to users,
professional advice on a group entity’s financial performance and position
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Overall, the paper examines a candidate’s ability to act in a professional capacity in the area of
international financial accounting and reporting.

Assessment is by a three-hour 15 minute exam consisting of five questions. Section A will contain a
compulsory scenario based question worth 40 marks which will involve the preparation of
consolidated financial statements and the consideration of related financial reporting issues. Section
B will be primarily case study based and will contain four questions which could concern any part of
the syllabus. Each of Section B’s questions will be worth 20 marks and candidates must attempt
three.

Normally approximately 70% of the paper will be computational. The remainder (approximately 30%)
will be essay based. Individual questions may have both computational and essay elements, so that
the final ratio of computational to essay work produced by a candidate may vary with his/her choice of
questions.

Topic Weighting 15%

The development and application of international reporting practice, including:

the development and application of international financial reporting standards including first-time
adoption of IFRS and implications for an entity’s accounting systems

the IASB’s The Conceptual Framework for Financial Reporting, including:

0 its contribution in helping financial statements to meet the needs of users, including
its role in the IASB’s promulgation of the ‘balance sheet method of income
determination’ and ‘fair value’.

o implications of the convergence project for national standard setters and their
reporting requirements, including reasons for international differences in accounting
practice

0 Exposure Drafts (EDs), Discussion Papers (DPs) and interpretations by the IFRS
Interpretations Committee (IFRS IC) as follows:

o ED/2017/1 Annual Improvements to IFRSs (2015-2017 Cycle)

o E/D 2017/2 Improvements to IFRS 8 Operating Segments (Proposed amendments to
IFRS 8 and IAS 34)
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o ED/2017/3 Prepayment Features with Negative Compensation (Proposed
amendments to IFRS 9)

corporate environmental and social reporting
the development of integrated reporting

the management commentary

The ethical and professional responsibilities of accountants in a business context.

The application of knowledge from other parts of the syllabus to the financial reporting needs of not-
for-profit organizations and small to medium-sized entities (SMES).

Topic Weighting 45%

The preparation, presentation and assessment of financial statements of groups, including:
statements of comprehensive income, financial position, cash flow and changes in equity

the identification and treatment of subsidiaries, associated companies, joint
arrangements and foreign entities in complex groups

acquisitions and disposals, including piecemeal acquisitions and disposals and
conversion of passive investments and/or associates into subsidiaries and vice versa; and
measurement of goodwill and non-controlling interests using the fair value method

exclusion of subsidiaries from group accounts and exemptions from preparing group
accounts

continuing and discontinued operations
reporting within hyperinflationary economies

assessment of particular consolidation techniques and strategies including their impact on
key performance indicators (KPIs). Impact on KPIs could include an assessment of ratios
relevant to profit, profitability, liquidity, funds management and investment (including trend
analysis) and could include consideration of the difficulties of international financial
analysis.

Topic Weighting 10%

Specific accounting and corporate reporting issues relating to , business combinations, and
reconstructions including:
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conceptual differences, including identification of control

acquisition accounting, including the determination of cost of acquisition and the
recognition and measurement of identifiable net assets and goodwill and non-controlling
interests

equity accounting versus proportional consolidation
assessment of an entity’s going concern status, including accounting for a reconstruction
separate financial statements

joint arrangements

Topic Weighting 30%

Particular accounting and reporting issues involving the reporting of financial performance within the
context of all types of proprietorship organisations, including:

accounting policies, changes in accounting estimates and errors

accounting for non-current assets, including investment properties, and intangible assets,
use of fair values, impairment, revaluations and non-current assets held for sale

events after the reporting period
income taxes

revenue recognition

borrowing costs

related party disclosures

financial instruments (at a basic level) and also including presentation as either equity or
liabilities and appropriate disclosures in corporate financial statements

earnings per share

effects of changes in foreign exchange rates

interim financial reporting

provisions, contingent liabilities and contingent assets

segmental reporting

leases

employee benefits, including pension fund reporting and share based payments

inventories
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accounting for government grants

All extant International Standards on Auditing and all International Financial Reporting Standards /
International Accounting Standards are examinable, subject to the six month rule defined under New
Legislation. For RPQ (statutory auditor qualification) candidates (refer to page 5) the relevant UK
standards are Financial Reporting Standards (FRS) and ISAs (UK) issued by the FRC.

Financial Accounting 3 builds upon the knowledge required for the preceding Financial Accounting
papers in the Professional 1 and Foundation level examinations. Candidates will also be expected to
relate the topics covered in this paper to those in Paper 15 Professional Practice.

Candidates are advised that the standards outlined in The Code of Ethics for Professional
Accountants issued by the International Ethics Standards Board for Accountants (IESBA Code) are
implicit in, and examinable throughout, the AlA syllabus. In this paper a brief question relating to
ethics could be included in any of the five questions but will typically be included as part of the
compulsory question 1. The Code can be accessed via the AIA website at

AlA Magazine - International Accountant

ISSN: 1465 - 5144

AlA Text Book
Paper 13 Financial Accounting 3
Publisher: BPP Learning Media

ISBN: 9781509713257

The e-Book is available at:

Contact our publisher BPP for information on purchasing a hard copy of the text book at:

You can purchase any of the books listed below quickly and easily through the publisher’'s website or
link stated below. The following is a list of suggested readings which candidates may consult to
supplement the above text.
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International GAAP 2017
Authors: Ernst & Young
Publisher: John Wiley & Sons Ltd
ISBN: 978-1119344483

Website:

Financial Accounting and Reporting with (MyAccountinglab) (18" Edition)
Authors: Elliot, B. and Elliot, J

Publisher: Pearson Education Limited

ISBN: 978-1292162409

Website:

International Financial Reporting and Analysis (71" Edition)

Authors:  Alexander, D, Britton, A, and Jorissen, A, Hoogendorn, M, Van Mourik, C
Publisher: Cengage Learning

ISBN: 9781473725454

Website:

Free website providing comprehensive information about IFRS:
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PAPER 14INANCIAL MNAGEMENT

AIMS

The syllabus aims to test the candidate’s understanding of the role of the corporate financial manager

n:

determining the capital requirements and
structures of an organisation and
ascertaining the sources and costs of
available capital;

appraising the appropriate deployment
of financial resources and the long term
impact;

determining dividend/retention policy
and awareness of the implications within
the capital market and in managing
relationships with a variety of
stakeholders in the environment of the
organisation;

evaluating strategic options and making
appropriate recommendations;

the installation of appropriate
performance measurement systems;

managing the financial consequences of
global company operations.

DESCRIPTORS

Fig. 14 Inter-relationship of units

3

Management
Accounting 1

12

Management
Accounting 2

10
Business
Management

14

Financial
Management

9
Management
Information

After successfully completing this paper candidates should be able to:

1
1

evaluate key theories in corporate finance;

assess alternative capital structure choices for firms;

critique the different sources of finance that are available to firms;

appraise long term investments (including overseas investments) using a variety of

techniques;

critique the working capital management practices of firms;

calculate the cost of capital both for individual sources of finance and the overall weighted
average cost of capital, and appraise the validity of the methods used in these calculations;
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calculate the value of a security using a variety of techniques and appraise these valuation
techniques;

appraise the managerial and economic consequences of a number of alternative strategies
for managing and hedging the risks associated with international trades;

explore key facets of the financial environments within which firms operate;

evaluate and recommend appropriate control and performance measures.

The syllabus will be examined within a three hour 15 minute paper. Section A will contain a
compulsory case study/scenario type question to a maximum of 40 marks. Section B will contain a
choice of questions; the candidate will be required to complete three from four.

Topic Weighting 5%

The need for finance, business and financial objectives. Stakeholders and competing demands. The
inflation problem and other areas of financial risk. The impact of taxation. Capital markets, financial
intermediaries, government finance, and the flow of funds.

Topic Weighting 15%

Determination of capital requirements in the short, medium and long term. Sources of finance
including the internal generation of funds. Costs of capital, capital structures and the contribution of
finance theory. Financial risk, uses of finance and dividend policy.

Alternative sources of debt finance, equity finance including internal generation of funds and the
relative costs and benefits of each.

Topic Weighting 20%
Investment appraisal processes, net present value, internal rate of return, accounting rate of return

and return on investment and the strengths and weaknesses of each. Mutually exclusive projects, and
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capital rationing. Candidates should be aware of multiperiod capital rationing but calculation will not
be required. Real options including abandonment options. The use of adjusted present values.

Management of risk within capital budgeting. Decision processes, certainty equivalents and sensitivity
analysis. Portfolio theory, candidates will be supplied with the formula for calculation of the standard
deviation of a two asset portfolio. Capital asset pricing model and the distinction between systematic
and unsystematic risk. The effect of debt on beta coefficients will be examined. The main principles of
arbitrage pricing model.

Topic Weighting 5%

The importance of the working capital cycle and the consequent use of cash, cash budgeting and
control, treasury management practices, stock, cash and credit controls. Short term investment
opportunities and returns and cash investment opportunities. Factoring, leasing and invoice
discounting. Working capital management strategies, the use of ratio analysis in the determination of
potential payment difficulties.

Topic Weighting 15%

Calculations of the values of organisations using assets, earnings, cash flow or other valuation bases
recognising the strengths and weaknesses of each method. The use of an appropriate discount
rate/cost of capital to value a business. The impact of capital structure on the market value of a
business. The reasons for acquisitions. Corporate mentoring. The method of payment and the effect
on strategy. Post-acquisition strategy. The regulatory framework. The role of intermediaries
including venture capitalists, investment banks. Management buyouts.

Topic Weighting 10%

Transaction, translation and economic risk. Determinants of exchange rates and the contribution of
theory. Foreign exchange management through forward contracts and money market hedges.
Currency futures and options (numeric questions will not be set on the Black Scholes option pricing
model). Netting and matching. Interest rate management through the use of swaps, forward rate
agreement and guarantees. Interest rate options, knowledge will be required of caps, floors and
collars but numeric questions will not be set.
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Topic Weighting 30%

The international business environment and the management of political risk. The impact on financial
management of national and foreign government policies and political risk. Minimisation of political
risk through, for example, joint ventures of economic risk through for example, raising funds in the
relevant markets. International investment appraisal. The benefits and risks of finance drawn from a
foreign market. International Transfer Pricing. Business ethics and corporate governance in an
international context. The role of overseas stakeholders. Management control and performance
management in multinational companies. Centralisation or decentralisation of control. Environmental
Management Accounting — potential economic and management benefits from an internal company
perspective.

This paper draws on earlier study and our understanding of economics, decision making techniques,
management accounting and management studies in both the Foundation and Professional 1 levels
of the overall syllabus. Candidates will be expected to be able to draw upon an understanding of
financial accounting.

Candidates are advised that the standards outlined in the IFAC Code of Ethics issued by the
International Ethics Standards Board for Accountants (IESBA) are implicit in, and examinable
throughout, the AIA syllabus. The Code can be accessed via the AIA website at

AlA Magazine - International Accountant

ISSN: 1465 - 5144

AlA Text Book
Paper 14 Financial Management
Publisher: BPP Learning Media

ISBN: 9781509713264
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The e-Book is available at:

Contact our publisher BPP for information on purchasing a hard copy of the text book at:

You can purchase any of the books listed below quickly and easily through the publisher’s website or
link stated below.

Corporate Finance and Investment (8" Edition)

Authors:  Pike, R and Neale, B, Linsley, P
Publisher: Pearson Education Limited
ISBN: 9781292064062

Website:

Corporate Financial Management (5" Edition)

Author: Arnold, G
Publisher: Pearson Education Limited
ISBN: 9780273758839

Website:

International Financial Management (10" Edition) (e-book version)

Author: Shapiro, A and Moles, P
Publisher: John Wiley & Sons
ISBN: 9781118929322

Website:
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PAPER 15PROFESSNAL PRACTICE (AUDNIG) (PROFESSIONAL

PAPER 15PROFESSIONRRACTICE

(AUDITING)

Please refer to Malaysian variant syllabus for Islamic Accounting, Auditing and Banking

Practice paper option.

AIMS

The objectives of the paper are to ensure that candidates can exercise judgement in the management

of the audit process and in the application of audit techniques, and to evaluate and discuss issues
relating to current practices and developments in auditing and associated areas.

DESCRIPTORS

After successfully completing this paper candidates
should be able to:

i implement the requirements of the legal and
professional framework for statutory audit and
practices

i evaluate and advise the objectives, benefits
and limitations of statutory and other evaluation
services

1 Recommend appropriate audit strategies and
processes

1 communicate the outcomes of audit and
evaluation services

1 understand and discuss the implications of
current professional issues and developments
affecting audit assignments, the profession and
associated corporate governance issues
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A three hour 15 minute paper consisting of two sections. Questions in both sections are discursive and
normally consist of both theoretical discussions and applications of audit judgment to a specific
scenario. Candidates are expected to apply the knowledge of more than one topic or key area of the
syllabus in order to analyse and to answer the questions satisfactorily.

This section is worth 40% of the overall marks for the paper and comprises a single question that will
be based on a scenario. The question will be divided into two or three sub-sections and may cover
more than one syllabus topic. The compulsory questions will be based on key areas of regulatory
issues and professional practices, statutory audit and other assignments, audit strategies and
processes, and audit reporting. Each question normally consists of two or more parts. Candidates will
normally be asked to evaluate the underlying audit issues, and to formulate an appropriate response.
The objective of this section is to ensure that candidates have a thorough understanding of, and the
capabilities to apply, audit techniques under various audit situations and assignments, and therefore
the emphasis is very much on the practical aspects of audit assignments and the management of the
audit practice.

This section is worth 60% of the overall marks for the paper and comprises a choice of three questions
out of four, each carrying equal marks. There will be a question set on current professional issues and
pronouncements and three further questions involving aspects of audit and assurance services drawn
from all areas of the syllabus. The emphasis of this section of the paper will be on candidates’ ability to
assess and advise upon current issues associated with the statutory audit techniques and the audit
profession. The style of the questions will reward candidates who keep themselves abreast of the
latest developments on audit and relating issues.

While Candidates are expected to be up to date with the latest developments of auditing and reporting
pronouncements, questions requiring knowledge of new examinable regulations and pronouncements
will not be set until at least six months after the last day of the month in which the regulations or
pronouncements were issued.

Topic Weighting 20%

Candidates should be capable of advising on:

the legal implications of advertising and publicising audit and evaluation services in the media
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the situations affecting appointments, re-appointments, rights, duties and liabilities in the
course of an audit or rendering evaluation services to the clients

professional ethics
the implications of quality control and peer reviews for all major audit and evaluation services

the responsibilities of directors and boards for the selection, instruction and supervision of
internal auditors and the relationship with external auditors

the outcomes of legal cases on audit and the profession

the auditor’s responsibilities with respect to the disclosure relating to corporate governance in
the financial statements

implications for statutory auditors of the Bribery Act 2010, Money Laundering Regulations
2017 and the Proceeds of Crime Act 2002 and the Criminal Finances Act 2017.

Topic Weighting 25%

Candidates are expected to evaluate and advise on duties of care, and the legal implications of
offering statutory and non-statutory audit and evaluation services. Candidates need to identify the
boundary of duties and liabilities between auditors and the management. These services include:

Statutory audits including:
single company audits
group audits

audits for non-profit making organisations

Internal audits including:
appointment, functions and responsibilities of internal auditor
relevance to external audit

cooperation between internal and external audit

Responsibilities of management including:
control systems (both internal and outsourced)

corporate governance matters associated with control systems and external financial reporting
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Managing the audit practice including:
the client acceptance/retention decision
managing and developing professional audit staff
maintaining and developing the firm’s audit approach

tendering for audit work

Topic Weighting 25%

Candidates are expected to recommend suitable audit approaches, strategies, processes applicable
to audit and assurance assignments for both individual companies and groups. Candidates are also
expected to be capable of evaluating the extent of reliability of evidence collected in the course of
audit and assurance assignments. The matters that might be examined under this heading include:

Advising on the planning and evaluation processes of audit and assurance services. These include:
timing, extent and nature of audits

materiality and audit risk

Recommending appropriate audit strategies and approaches to:

risk-based auditing/business risk assessment

systems audit, including changes in information systems

Recommending suitable quality control procedures in the management of an audit assignment,
including:

planning and controlling audit assignments
the preparation, retention and review of audit working papers

management of audit risk

Recommending appropriate audit approaches to the audit of matters requiring judgment, including:
events after the reporting period

going concern
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related parties

contingent liabilities

provisions

accounting for assets and liabilities including impairment and issues
employee benefits

operating segments

revenue recognition

Evaluating audit evidence from various sources including reliance on work of others including
specialists and other auditors.

Exploring the auditor’s responsibilities relating to fraud in an audit of financial statements.

Evaluating the work done by the board on the management of risk, including the work required on
associated disclosures.

Topic Weighting 10%

Candidates are expected to be able to report audit findings clearly and in accordance with any
applicable standards. Issues covered include:

Format, implications and circumstances leading to issuance of statutory and non-statutory audit
reports including:

accountant’s reviews
due diligence reports
Importance and differences between reports of internal and external auditors.

Implications of the management reports, importance of follow-up by the management, and feedback
from management.

The legal implications and content of statutory audit reports, types of qualified audit reports and
situations leading to the issuance of qualified audit reports.

Topic Weighting 20%
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IFRS 16 will be covered in the below ie it is student responsibility to keep abreast of all changes (Jan
Loughran)

Candidates are expected to keep abreast with latest developments in professional issues, decisions of
legal cases, changes in legislation, and issuance of audit and accounting pronouncements that will
affect processes, strategies and legal implications of audit assignments and evaluation services and
the profession.

No specific topics are listed under this heading. Questions will be draw upon real-world cases
involving matters of audit judgement and/or proposals for change that have been set out by regulators
in order to test candidate’s understanding of the material under headings 15.1 to 15.4 above. Detailed
knowledge of the case or proposals themselves will not be examined, but well-prepared candidates
who have taken an active interest in current affairs should be at an advantage in recommending
appropriate actions or evaluating implications.

All extant International Standards on Auditing and all International Financial Reporting Standards /
International Accounting Standards are examinable, subject to the six month rule defined under New
Legislation.

For RPQ (statutory auditor qualification) candidates all of the UK Financial Reporting Standards (FRS)
and ISAs (UK) issued by the FRC.

Candidates need a thorough understanding of Paper 5 Auditing and Taxation and Paper 7 Auditing
concerning fundamental auditing techniques and principles. Paper 15 may draw on aspects of
syllabus covered in these two papers and candidates are expected to discuss, in detail, implications of
audit techniques and principles under the various audit situations and environment. Paper 15 extends
the knowledge and learning process of Papers 5 and 7 by the following key topic areas:

regulatory and professional issues currently affecting audit and the profession
implications of evaluation services

reporting and communication of audit outcomes under various situations and environment

Candidates are advised that the standards outlined in The Code of Ethics for Professional
Accountants issued by the International Ethics Standards Board for Accountants (IESBA Code) are
implicit in, and examinable throughout, the AlA syllabus. The Code can be accessed via the AIA
website at

Candidates following the Recognised Professional Qualification (RPQ) (statutory auditor qualification)
route will be expected to refer, where appropriate, to the Revised Ethical Standard (ES) 2016 for
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auditors’ integrity, objectivity and independence published by the Financial Reporting Council (FRC).
Candidates following other routes will not be penalised if they refer to the ES in preference to the IFAC
Code of Ethics. The ES can be accessed via the Financial Reporting Council’s website at:

AlA Magazine - International Accountant

ISSN: 1465 - 5144

AlA Text Book
Paper 15 Professional Practice
Publisher: BPP Learning Media

ISBN: 9781509713271

The e-Book is available at:

Contact our publisher BPP for information on purchasing a hard copy of the text book at:

Candidates are expected to read widely on financial and auditing texts, newspapers and the
professional magazine of the AIA and visit various relevant websites including the AIA, Financial
Reporting Council and International Auditing and Assurance Standards Board.

You can purchase any of the books listed below quickly and easily through the publisher’s website or
link stated below.

The Audit Process: Principles, Practice and Cases (6" Edition)
Author: Gray, I,Manson, S and Crawford, L

Publisher: Cengage Learning EMEA

ISBN: 9781408081709

Website:

Principles of External Auditing (4" Edition) (e-book version)
Author: Porter, B, Simon J, Hatherly, D

Publisher:  John Wiley and Sons Ltd
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ISBN: 9780470974452

Website:

Corporate Governance: An International Review
Vol 25 July 2017

Publisher: Wiley

ISSN: 1467 8683 (online)

Website:

Corporate Governance and Accountability (4th Edition)
Author: Solomon, J

Publisher:  John Wiley & Sons

ISBN: 9781118449103

Website:

Accounting and Business Ethics

Authors:  McPhail, K and Walters, D
Publisher: Routledge Taylor & Francis Limited
ISBN: 9780415362368

Website:

Standards and Bulletins issued by the FRC

Website:

Candidates following the RPQ route should refer to this site in preference to the IFAC handbook
referred to below:

2016-2017 Handbook of International Quality Control, Auditing, Review, Other Assurance, and
Related Services Pronouncements (IFAC)
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Publisher: International Federation of Accountants (IFAC)
ISBN: 9781608153183

Website:

The handbook is updated annually and can either be purchased as a printed book or downloaded free
of charge as a PDF file.

2016 UK Corporate Governance Code
Publisher: Financial Reporting Council (FRC)

The UK Corporate Governance Code (formerly the Combined Code) sets out standards of good
practice in relation to board leadership and effectiveness, remuneration, accountability and relations
with shareholders.

The document can be downloaded free of charge from:

The FRC’s Guidance for boards and board committees can be found at:

To find out more information about the Financial Reporting Council, the UK’s independent regulator,
and to locate downloadable free versions of the above visit

Free website providing comprehensive information about IFRS:
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For variant papers please refer to appropriate variant syllabus: China, Cyprus, Hong
Kong SAR, Malaysia or Ireland

The objective of the paper is to ensure that candidates have:
a thorough understanding of the practical aspects of the UK taxation system
an appreciation of the interaction of taxes

an ability to analyse the taxation issues of a given situation and to offer tax planning
solutions

The syllabus covers the five sources of
taxation in the UK which are:

Income tax 5

. Auditing & Taxation
Corporation tax g

Capital Gains tax

Inheritance tax 16
Taxation &
Value added tax (VAT) Tax Planning

It is assumed that candidates have a

detailed knowledge of the areas covered in

Paper 5 Auditing & Taxation. There is no

requirement for the candidate to have knowledge of stamp duty and industry specific duties.

In addition to a thorough knowledge of the five sources listed above candidates must have
knowledge of the following areas:

the administration of the UK Taxation system
the taxation implications of overseas operations for individuals and companies

tax planning

The five sources of taxation together with the areas listed above form the core of the syllabus
for this paper. Candidates should note that there is considerable overlap between the taxes
and areas within the syllabus and should be prepared to answer questions encompassing the
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implications of several sources of taxation. For each area of the syllabus candidates should
have knowledge of both relevant statutory law and case law which has been developed to
interpret statutory law.

After successfully completing this paper candidates should be able to appraise the tax
planning issues arising from a given scenario and to calculate the resulting tax liabilities. The
ability to produce succinct and detailed assessment of relevant tax issues in a format suitable
for presentation to colleagues or clients is important to the learning outcomes of this subject.

A three hour 15 minute paper based on the relevant Finance Act. Therefore the examinations
will be set as follows:

May 2017 Finance Act 2016 and rules for 2016/17, FY 2016
November 2017 Finance Act 2016 and rules for 2016/17, FY 2016
May 2018 Finance Act 2017 and rules for 2017/18, FY 2017
November 2018 Finance Act 2017 and rules for 2017/18, FY 2017

Note: Finance Act 2017 received Royal Assent on 27 April 2017 and no subsequent Finance
Acts will be tested in 2018.

Candidates should ensure that their study material relates to the relevant Finance Acts for the
examination they intend to sit. Candidates should refer to new legislation ‘Notes Section 1.4’
page 5.

The examination consists of two sections:

This section scores 60% of the overall marks for the paper and consists of three compulsory
guestions. Question 1 is a 30 mark case study style question. This will be an integrated tax
and planning question. Questions 2 and 3 are both 15 mark questions based on income tax,
corporation tax or capital gains tax — planning to be prevalent.

The percentage mark allocation is balanced such that planning is allocated 15% and specific
taxes and administration is 45%.
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This section scores 40% of the overall marks for the paper and consists of two 20 mark
guestions out of a choice of three. The questions cover VAT, Inheritance Tax and other
syllabus areas.

The percentage mark allocation to the planning content is 10-15%.

Topic Weighting 5%

Candidates should demonstrate knowledge of the administration of the UK taxation system
including the assessment, collection and appeals procedures, penalties and repayment
claims in respect of all sources of taxation covered by the syllabus (corporation tax, income
tax, capital gains tax, inheritance tax and VAT).

Candidates should have an understanding of the relationship between the accountant as tax
agent, the client and the HM Revenue and Customs and the ethical issues arising there from.

Topic Weighting 15%

Income tax is one of the key areas of the syllabus. This key area will be examined as a
compulsory computational question in section A and may form part of an optional question in
section B.

Candidates must be able to prepare a personal income tax computation which covers various
classes of income. This includes the calculation of the income tax liability of UK resident
individuals and non-UK resident individuals in receipt of UK income.

Candidates must demonstrate an in-depth understanding of the calculation of business profits
and losses for both individuals and partnerships.

Candidates must also have an understanding of the principles of national insurance and be
able to calculate national insurance liabilities for individuals and businesses.
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Topic Weighting 15%

Corporation tax is a key area of the syllabus. This key area will be examined as a compulsory
computational question in section A and may form part of an optional question in section B.

Candidates must be able to prepare a corporation tax computation covering various sources
of income and also gains.

Candidates must also be able to calculate the corporation tax liability of UK companies
including foreign source income. This area of the syllabus covers aspects of corporation tax
where a company is a member of a group.

Candidates must be able to answer questions which cover the set off of losses and the tax
implications of the transfer of chargeable gains between group companies.

Topic Weighting 15%

Capital gains tax is a key area of the syllabus. This key area will be examined as a
compulsory computational question in section A and may form part of an optional question in
section B.

Candidates must be able to prepare a comprehensive capital gains tax computation and
calculate the principal capital gains tax reliefs available. Candidates should ensure that they
have knowledge of the scope and rules of capital gains tax.

Topic Weighting 10%

Inheritance tax will not be set as a compulsory question. However a question will be included
on section B which could either be a computational or a discursive question.

Candidates should ensure that they have knowledge of the scope and valuation principles of
inheritance tax, and an understanding of the general exemptions and reliefs.
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Topic Weighting 10%

VAT will not be set as a compulsory question. However a question will be included on section
B which could either be a computational or a discursive question.

Candidates should ensure that they have a detailed knowledge of the general principles of
VAT including an understanding of the implications of zero rated, standard rated and exempt
supplies and the implications for a business making mixed supplies.

The rules covering registration and deregistration and the penalties involved are examples of
common areas which are core knowledge required by an accountant in practice. An
understanding of special schemes available including the implication of group VAT
registrations is also required.

Topic Weighting 5%

The taxation of overseas operations is an important part of the syllabus and may form part of
the compulsory guestions in Section A and also may feature as optional questions in section
B.

Candidates must demonstrate an appreciation of the importance of a person’s residence and
domicile in relation to income tax, capital gains tax and inheritance tax.

Candidates must also understand the significance of a company’s residence status in relation
to corporation tax and the taxation of overseas income. Knowledge of how double taxation
relief operates is also required although in-depth knowledge of double taxation agreements is
not required.

Topic Weighting 25%

Knowledge of basic tax planning for all the sources of tax covered by the syllabus is required.
Candidates must be able to give basic advice on the differences between employment
income and self-employment income.

An understanding of tax efficient methods of extracting profits from an owner-managed
company is an example of a practical tax planning area. Candidates should understand the
basic tax planning points for groups.

Candidates need to be able to identify ethical and professional issues arising from the giving
of tax planning advice.
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An accountant in practice and in business is required to have an overview of all aspects of
business decisions and situations. The implications of taxation and the ability to plan
effectively for the impact of taxation are important aspects of business decisions.

A professionally qualified accountant must be capable of appreciating the taxation
implications of transactions and to offer competent advice in relation to taxation.

Paper 16 Taxation and Tax Planning seeks therefore to ensure that the professional
accountant is conversant in UK tax law and tax cases and has the ability to support business
decisions and transactions by accurate calculations of the taxation effects.

Candidates are advised that the standards outlined in The Code of Ethics for Professional
Accountants issued by the International Ethics Standards Board for Accountants (IESBA
Code) are implicit in, and examinable throughout, the AIA syllabus. The Code can be
accessed via the AlA website at

Candidates following the RPQ (statutory auditor qualification) route will be expected to refer,
where appropriate, to the Revised Ethical Standard 2016 (ES) published by the FRC.
Candidates following other routes will not be penalized if they refer to ESs in preference to the
IFAC Code of Ethics. ESs can be accessed via the Financial Reporting Council’s website at

These books are for use in exams in 2018 (Acts as above). You should check the edition of
the book you are using is appropriate for the exam date you are sitting.

AlA Magazine - International Accountant

ISSN: 1465 - 5144

AlA Text Book
Paper 16 Taxation and Tax Planning
Publisher: BPP Learning Media

ISBN: 9781509713288

The e-Book is available at:
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Contact our publisher BPP for information on purchasing a hard copy of the text book at:

You can purchase any of the books listed below quickly and easily through the publisher's
website or link stated below.

Taxation Finance Act 2017 (23 Edition)
Author: Melville, A

Publisher: Pearson Education Limited
ISBN: 9781292200804

Website:

HM Revenue and Customs press releases, notices and relevant publications
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The Multi-Disciplinary Case Study combines and consolidates the aims of the other papers in the
syllabus for those candidates who are following the RPQ route. It requires candidates to apply skills
which have been assessed earlier in the curriculum within a more practical setting than is possible in
a traditional exam and to practice effective time management.

The case study takes the form of a realistic simulated audit and assurance assignment faced by a
fictitious statutory auditor. Candidates are asked to assume the role of the auditor and to structure
their responses logically using accepted conventions for the document style. Ideas must be
expressed with clarity and accuracy using information from the case study as evidence to explain an
issue or support its importance. The recognition of problems and the suggestions for action should
reflect generally accepted auditing practice (where appropriate) and demonstrate consideration and
understanding of technical skills expected of a qualified statutory auditor.

Answers must comply with International Ethical Standards issued by the International Ethics
Standards Board (IESBA) and the Revised Ethical Standard 2016 (ES) published by the FRC.

Successful completion of the case study not only requires candidates to apply their existing
knowledge and skills to a given scenario, but also necessitates the demonstration of a high level of
professionalism, insight and awareness of the huanced context in which an audit is conducted.
Experience gained from prior practical training may be of use here. The MDCS assesses higher
intellectual skills comparable to Masters level study

Successful completion of the MDCS indicates the candidate’s ability to:

apply knowledge gained from the other papers in the AIA curriculum to a practical case study in
an analytical and practical manner

analyse relevant and significant information from a combination of pre-seen and unseen
materials that describe a practical situation

integrate the diverse knowledge and skills gained from the AIA curriculum and practical
experience

prepare clear, logical and comprehensive responses that meet the needs of the designated
recipients, as identified in the case study and its associated requirements

communicate in a clear and concise manner to a designated reader, including formulating
realistic solutions to problems raised

demonstrate the appropriate application of professional and ethical judgement in the audit
environment.
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The MDCS comprises of a four hour closed book written exam, in English.

The paper will comprise a pre-seen scenario that will be made available via the AIA website six weeks
before the date of the examination. Candidates will be free to read and study the materials provided,
to research the background to the entity’s circumstances and to discuss the materials with colleagues.
The content of the scenario will not indicate the precise form that the final requirement will take,
although it is recognised that candidates will be able to think ahead and to pre-empt the requirement
to some extent. It should be borne in mind that candidates will have already demonstrated their
competence with respect to the technical aspects of the curriculum and so any advantage that can be
obtained from the pre-seen case will not dilute the standard required of a successful exam candidate.

The pre-seen materials will be supplemented by an unseen component which will not be made
available until the examination itself. This will provide further facts that will be required in order to
satisfy the requirement. It is not possible to predict the technical areas to be examined from the seen
material and candidates should prepare themselves for some aspect of audit related work for the
client presented in the case study.

The requirement itself will entail the preparation of a specific document such as a report or a
memorandum that is addressed to a specific reader or readers. The document will draw upon the
case and will require the ability to make use of the background information gleaned from the pre-seen
material as well as the ability to assimilate new information from the unseen material.

There is no specific correct answer to the case study, but marks are awarded for technical knowledge
and professionalism. Professionalism is a combination of intellectual and communication skills that
enable a person’s competence to practice to be demonstrated. It represents a development of
competence with technical issues that enables the candidate to give informed and appropriate advice
on complex issues and communicate and explain these to a variety of audiences.

The Multi-Disciplinary Case Study is based in the statutory audit environment and consequently
primarily involves the application of auditing and assurance, taxation and financial reporting
knowledge. As issues faced by audit practitioners involve an in depth understanding and appreciation
of all aspects of business, the case study will also draw upon content covered in all areas of the
syllabus.

The standards outlined in The Code of Ethics for Professional Accountants issued by the International
Ethics Standards Board for Accountants (IESBA Code) are implicit in, and examinable throughout, the
AlA syllabus. The Code can be accessed via the AIA website at . Candidates
following the RPQ (statutory auditor qualification) route will be expected to refer, where appropriate, to
the Revised Ethical Standard 2016 (ES) published by the FRC.

Ethics will be examined through the Code of Ethics for Professional Accountants and wider ethical
considerations to the case study. This recognises that appropriate ethical standards reflect issues
which are wider than professional ethical codes. Candidates will be expected to recognise ethical
issues within the case study, and the appropriate professional responses to this. Candidates should
consider the appropriate ethical action required and then explain this to fellow professional or audit
clients. For this element of the examination a discussion of the ethical code will not be sufficient.
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Marks are awarded for the recognition of the ethical issues and for recommending an appropriate
action.

Topic Weightings

Due to the nature of the Multi-Disciplinary Case Study the topic weightings are indicative, ie there may
be on occasion overlap between subjects identified in the syllabus topics.

Topic Weighting 5%

applying an understanding of the business, economic and political environment and an
awareness of the significance of the financial management of an undertaking

demonstrating the application of knowledge of existing legislation within the audit environment

applying the relevant mathematical and statistical skills during the analysis of financial
information

demonstrating the application of knowledge of the internal workings of a company and how
these would impact on the audit environment

demonstrating knowledge of company Information Communication Technology, the impact
this has on the provision of information, and the application of the appropriate audit tools

Topic Weighting 30%
understanding professional assignments
planning appropriate responses to audit related assignments

identifying and managing information provided in multiple sources and from independent
research

identification of relevant and critical data
analysis of assignment risk
analysis of issues based upon technical, legal and professional knowledge

application of International Accounting and Auditing Standards to a simulated real life
situation

evaluating financial information using appropriate methods

analyse and interpret information from cost and management accounting data
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providing appropriate advice to other audit professionals (either audit partners or audit team
members)

providing appropriate advice to audit clients and other audit stakeholders

Topic Weighting 35%
displaying professional scepticism
critique of information

consideration of alternatives
justification of professional judgement

identifying and responding to inaccuracies and inconsistencies in information

Topic Weighting 15%

demonstrating an understanding of the importance of ethics within the audit environment and
how these would impact on the approach to an audit assignment

applying appropriate ethical standards to professional engagements
selecting appropriate action using an ethical framework
demonstrating an understanding of the importance of professional integrity

selecting and applying the appropriate action if integrity is threatened

Topic Weighting 15%
synthesising complex technical concepts into accessible, appropriate and accurate language
structuring responses logically

writing in a professional style using appropriate language organised in an accepted
conventional format

demonstrating tact and integrity in the provision of information

preparing clear, logical and comprehensive responses that meet the specific needs of the
designated recipients
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Auditing Cases: An Interactive Learning Approach (6" Edition)
Author; Beasley, M., Buckless, F., Glover, S., Prawitt, D.
Publisher:  Pearson Education

ISBN: 9780133852103

Website:

Lakeside Company: Pearson New International Edition: Case Studies in Auditing (12!" Edition)
Author: Trussel, J. and Frazer, J.D.

Publisher:  Pearson Education

ISBN: 9781292040158

Website:

AlA Study Texts at all levels of the syllabus
The e-Books are available at:

Contact our publisher BPP for information on purchasing a hard copy of the text book at:

The Code of Ethics for Professional Accountants issued by the International Ethics Standards
Board (IESBA Code)

Revised Ethical Standard 2016 (ES) published by the FRC

AIA Newsletters and Professional Journal International Accountant

Exposure drafts and practice advisory notes FRC

International Financial Reporting Standards

International Accounting Standards

International Auditing Standards
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The Statutory Auditors (Examinations) Instrument 2008 (Refer to Notes Section 2.2)
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The AIA Oral Test emphasises the importance of articulating ideas, problem-solving skills and
the ability of the audit professional to communicate with colleagues and clients. It assesses
interpersonal qualities such as confidence, self-awareness and aspects of professionalism in
depth and in a context that is not possible using other modes of assessment. It is a final test
of competency to test the candidates’ application of professional skills. The AIA Oral Test
represents master’s standards of intellectual skills.

The Oral Test complements the MDCS and is intended primarily to test a candidate’s ability to
apply theoretical knowledge in practice and demonstrate their professional competence. It will
require candidates to be able to think on their feet, deal with unexpected inputs and
demonstrate their wider professional acumen gained through work experience. The test
enables the candidate’s compliance with ethical principles and their ethical values to be
explored whilst interacting in a professional situation.

Successful completion of the Oral Test indicates the candidate’s ability to:
apply knowledge gained from the AIA curriculum to a practical case study
integrate diverse knowledge and skills gained from practical experience
express and justify their professional judgement

demonstrate the appropriate application of professional and ethical judgement in the
audit environment

demonstrate an understanding of audit quality procedures and practice management

communicate in a clear, concise and professional manner to the panel

The test comprises a two hour oral assessment with a panel of professional accountants,
auditors and academics. The test is made up of three main components:

an audit-based case study with a focus on professional competence and ethical
issues

ethical dilemmas faced by the candidate in their practical training

emerging professional issues in the audit environment

138
AIA® 2017/18



Candidates receive the case study 30 minutes prior to the test to read and prepare for
guestions. The test commences with a discussion based on the case study where the panel
assumes the role of audit professionals or stakeholders and questions the candidate on the
issues raised in the case study. The questions will include aspects of audit assessment,
practice management, application of professional skills, with a particular focus on ethics.

Following this the panel will question the candidate on ethical dilemmas which they have
faced during their practical work experience. Candidates will therefore be required to
articulate key elements of their practical training and demonstrate their understanding of the
audit process and ethical framework through engaging in professional discussion. This
discussion is in effect an exploration of candidates’ ethical competencies and candidates
should ensure that they have considered specific examples of ethical practice in their work
from compliance with key ethical principles to the challenges experienced to behaving
ethically in practice and the solutions they have taken to resolve these.

Candidates will also be asked to explore emerging professional issues in the audit
environment, such as issues of corporate governance, advice on approaches to financial
reporting and issues in connection with current legislation. In any session, the case study and
initial questions will be standardised but the panel will then use its discretion to explore
aspects of candidate’s answers in further depth or to deepen their understanding of
candidate’s professional experience and opinions.

The Oral Test involves the application of professional auditing skills, taxation and financial
reporting knowledge, and in acknowledgement of the fact that issues faced by auditing
practitioners require an in-depth understanding and appreciation of all aspects of business, it
also draws upon all other areas of the AIA syllabus which are implicit in the structure of the
oral test case study.

The standards outlined in The Code of Ethics for Professional Accountants issued by the
International Ethics Standards Board for Accountants (IESBA Code) are implicit in, and
examinable throughout, the Oral Test syllabus. Candidates following the RPQ (statutory
auditor qualification) route will be expected to refer, where appropriate, to the Revised Ethical
Standard 2016 (ES) published by the FRC. The exploration of a candidate’s ethical reasoning
will be explicit within the test and candidate’s should expect to discuss ethical issues that
have arisen during their training, their responses and the responses of their firms to these and
any difficulties that were experienced. Candidates should also be prepared to reflect upon the
ethical and current challenges facing the accounting profession and discuss their opinions on
the future directions that the profession should be considering.

Topic Weighting 10%

identifying primary stakeholders by reference to legislation or agreement requiring an
audit
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acting in the interests of the primary stakeholders
ensuring regard to the wider public interest

demonstrating accountability to stakeholders

Topic Weighting 35%

demonstrating an understanding of the importance of ethics within the audit
environment

applying appropriate ethical standards to professional engagements
selecting appropriate action using an ethical framework

acting with integrity

providing objective and impartial opinions

displaying professional independence

Topic Weighting 20%

displaying auditing and professional skills

identifying relevant and critical data to form a professional opinion
demonstrating an understanding of financial reporting and business concerns
approaching work with the necessary diligence and thoroughness
demonstrating an attitude of professional scepticism

analysing issues based upon technical and professional knowledge
formulating and justifying professional judgement within the legal framework

demonstration of knowledge of current and emerging professional issues including
appropriate financial reporting, auditing and governance guidance and developments.

demonstrating application of International Auditing and Accounting Standards

Topic Weighting 20%

communicating in a clear, complete and effective manner
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clearly communicate appropriate information to relevant stakeholders

synthesising complex technical concepts into accessible, appropriate and accurate
language

assessing issues in a logical, balanced and reasoned manner

clearly expressing and justifying professional opinion

Topic Weighting 15%

demonstrating understanding of how professional judgement should be presented to
stakeholders

formulating constructive recommendations to stakeholders arising from the audit
process

demonstrating an understanding of how a professional judgement can be affected by
association with conflicting presentation styles and the inclusion of misleading
information

demonstrating an understanding and commitment to good practice management

Candidates are advised that the standards outlined in The Code of Ethics for Professional
Accountants issued by the International Ethics Standards Board for Accountants (IESBA
Code) are implicit in, and examinable throughout, the AlA syllabus. The Code can be
accessed via the AlA website at www.aiaworldwide.com

AlA Study Texts at all levels of the syllabus
The e-Books are available at:

Contact our publisher BPP for information on purchasing a hard copy of the text book at:

The Code of Ethics for Professional Accountants issued by the International Ethics
Standards Board (IESBA Code)

The Code can be accessed via the AIA website at

IES 4 Professional Values, Ethics and Attitudes

Revised Ethical Standard 2016 published by the FRC
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AlA Newsletters and Professional Magazine International Accountant

Exposure drafts and practice advisory notes FRC website: FRC website

International Financial Reporting Standards

International Accounting Standards

International Auditing Standards

The Statutory Auditors (Examinations) Instrument 2008 (Refer to Notes Section 2.2)

Business Ethics: Decision Making for Personal Integrity and Social Responsibility (3™
Edition)

Author: Hartman, L. and DesJardins, J, MacDonald C.
Publisher: McGraw-Hill Education
ISBN: 9781259060588

Website:

Business Ethics i Managing Corporate Citizenship and Sustainability in the Age of
Globalisation (“" Edition)

Author: Crane, A. and Matten, D.
Publisher:  Oxford University Press
ISBN: 9780199697311

Website:

The Audit Society
Author: Power, M.

Publisher:  Oxford University Press (1999)
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ISBN: 9780198296034

Website:

Accounting for the Environment (2" Edition)
Author: Gray, R. and Bebbington, J.
Publisher: Sage Publications (2002)

ISBN: 9780761971375

Website:

Corporate Governance (5th Edition)
Author: Mallin, C.

Publisher:  Oxford University Press
ISBN: 9780198718024

Website:
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