4
‘ IAASA

Survey of Di r e ¢ €CrdicasAccounting Judgments
and Audi t Assess@d Risks of Material
Misstatement

November 2015



MISSION STATEMENT

Our mission is to promote high quality financial reporting and effective
regulation of accountants and auditors through the delivery of independent
and effective supervision which protects the public interest

DISCLAIMER
Whilst every effort has been made to ensure the accuracy of the information contained in this
document, IAASA accepts no responsibility or liability howsoever arising from any errors,
inaccuracies, or omissions occurring. IAASA reserves the right to take action, or refrain from taking
action, which may or may not be in accordance with this document.
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1. Introduction

IAASA(I r el andds ac cocarnet aunaglesk topf sorvey am matters identified by equity
issuersédirectors as critical accounting judgements, together with a comparison of the assessed risks
of material misstatement identified by the i s s uiedepgri@lent auditors in their audit reports. This
publication presents the results of that survey.

International accounting standards require the disclosure of judgements that have the most significant
effect on the amounts recognised in the financial statements." International Standards on Auditing
(UK and Ireland) require auditors to provide a description of those assessed risks of material
misstatement that were identified by the auditor and which had the greatest effect on the overall audit
strategy, the allocation of resources in the audit and directing the efforts of the engagement team.?

I A A S gudvey is based on the 2014/15 annual financial reports published by 20 equity issuers as
listed in Appendix I. The issuers sampled for survey were selected randomly and the objective of the
sample was to (a) cover a cross-section of industry sectors and (b) to survey issuers ranging from the
larger issuers in terms of market capitalisation to smaller-sized entities.

In undertaking this desk top survey, additional information was not sought from the selected equity
issuers or their auditors.
2. Purpose of the survey

The primary purpose of the survey was to:

a) determine the critical accounting judgements whichthe s e | e c t e ddirécters epesidesedl
to be the most significant when preparing the 2014/15 financial statements;

b) determine the assessed risks of material misstatement identified bytho s e i ssuer s

and

c) provide preparers, auditors and users of financial statements with factual information which
may encourage discussion and debate on the nature and extent of assessed risks and
judgements made in the 2014/15 financial statements.

3. Directorsé critical accounting judgement s
IAASA has previously reminded is s u eBoadé and Audit Committees of the need to disclose
judgements that have the most significant effect on the amounts recognised in the financial
statements in its 2008 Observations (Section 6) and its 2010 Observations (Item 1.2) documents.

I AASAOGs dueveykdentifiedpthat a total of 108 critical accounting judgements analysed across

36topicswer e identified by t he iFgsrelbelenthedriost @mmmoor s .

critical accounting judgements made by directors were:

a) taxationi identified in 75% of the selected financial statements;

b) retirement benefit obligations i identified in 60% of the selected financial statements;

¢) goodwill impairment i identified in 55% of the selected financial statements; and

d) provisions i identified in 40% of the selected financial statements.
By way of example, appendix Il sets out extracts of the critical accounting judgements from the annual
financial statements of Aer Lingus Group plc, Kerry Group plc and C&C Group plc. These examples

provide a range and flavour of critical accounting judgments and presentation styles for illustration
purposes.

! Paragraph 122 of IAS 1 Presentation of Financial Statements
2 Paragraph 19A of ISA (UK and Ireland) 700 The independent auditor6 seport on financial statements
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http://www.iaasa.ie/getmedia/aac9b27c-cfe5-4535-ab15-b815c3b1b597/FRSUobs_Jan09.pdf
http://www.iaasa.ie/getmedia/79d53dd2-4bcf-419e-9cac-258636718948/Obsdoc_Jan11.pdf
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The number of critical accounting judgements
from three in one set of financial statements to ten in another.

Twelve issuers disclosed the critical accounting judgements as a separate note within the financial
statements, while five issuers included the critical accounting judgements within the accounting
policies note. Three issuers embedded the critical accounting judgements in the relevant note to the
financial statements.

Figure 2 below analyses the location of the critical accounting judgment disclosures for each issuer
selected for this survey.

Figure 271 Location of Critical Accounting Judgement disclosures

di scl ose

e . Under the
Issuer Separate note W|th|r? gccountmg relevant topic
policies note -
1 Aer Lingus Group plc \
2 Bank of Ireland Y,
3 C&C Group plc Y
4 CRH plc \%
5 Datalex plc \%
6 DCC plc \%
7 Dragon Oil plc \
8 FBD Holdings plc \%
9 Glanbia plc \%
10 Grafton Group plc \%
11  Greencore Group plc \%
12 IFG Group plc \%
13 Independent News and Media plc \%
14  Irish Residential Properties REIT plc \%
15 Kerry Group plc \%
16  Kingspan Group plc \Y,
17  Paddy Power plc \%
18 Ryanair Holdings plc \%
19 Smurfit Kappa Group plc \%
20 UDG Healthcare plc \%
4 Audi torso6 assessed risks of material misstat

I AASAOGs dueveykotad that a total of 81 assessed risks of material misstatement across 34
topics were identified by the auditors. As shown in Figure 3 below, the most common risks of material
misstatement were:

a) assessment of goodwill i identified in 55% of audit reports reviewed;

b) deferred tax 1 identified in 40% of audit reports reviewed;

ement



c) revenue recognition i identified in 40% of audit reports reviewed; and

d) retirement benefit obligations 1 identified in 30% of audit reports reviewed.
The number of assessed risks of material misstatement identified and reported by the auditors ranged
from two in one audit report to six in another. By way of example, appendix Il sets out extracts from

the Independent audito r egorts which provide examples of assessed risks of material misstatement
together with, examples of presentation style.

Figure3i Audi t orsd assessed risks of materi
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5. Conclusions

Unsurprisingly there is some degree commonality among the risks assessed by the auditors and the
judgements outlined by the directors although the directors and auditors have different
responsibilities. Under Irish company law, the directors are responsible for the preparation of the
financial statements for each financial year, which give a true and fair view of the state of affairs of the
company and the profit or loss of the company for that period. An auditor® responsibility is to audit
and express an opinion on the financial statements in accordance with the law and the International
Standards on Auditing (UK and Ireland). However, the different responsibilities can result in some
matters being either identified by the auditors as assessed risks and not identified by the directors as
critical accounting judgments and vice versa. For example, auditors identified revenue recognition as
an assessed risk of material misstatement in eight of the twenty audit reports reviewed, whereas just
one issuer identified revenue recognition as a director critical accounting judgment. Such differences
are understandable and expected given the different responsibilities of both the auditors and
directors.

I't is noted that there are no requirements for the au
and the directorsé criti danticalardndemdisimilarrng judgements to

It is also of interest that there is a variety of critical accounting judgments reported between issuers.

However given the different sectors within which issuers operate, such differences are not

unexpected. For example, in the case of Aer Lingus Group plc, the directorsi d e nt i festimationt he
of residual values of aircraftd as a cri ti cal whichovouldmeasonalgy appeadtg bee n t
specific to an airline business but clearly would not be a critical accounting judgment for other issuers.

Itis expectedthatdi r ect or sd critical accounting judgment discl
manner as to help users of the financial statements to understand the judgments, assumptions and

estimations that the directors have made about the future. It is reasonable to conclude that the nature

and extent of the disclosures provided will vary according to the circumstances.

Finally, it is also of interest that a number ofthet opi ¢cs i dent i f i e critichlgccourtirg di r ect «
judgements, together with the assessed risks of material misstatement identified by the independent

auditors are consistent with issues identified and discussed by IAASA in its 2008 i 2015 Observations

documents. Such topics wild/ have been raised with individu
activities and in some instances undertakings have been received from directors with regard to these

matters.

I A AS 20850bservations document reminded directors and Audit Committees to give careful
consideration to the quality and extent of the critical accounting judgments given the significance of
such disclosures (by their nature) to users of the financial statements.
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http://www.iaasa.ie/Publications/FRSU/Annual-Observation-Documents/Observations-2015
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financi al r e
assumpti ons

No. Issuer Reporting date Auditor

1 Aer Lingus Group plc 31 December 2014  PricewaterhouseCoopers
2 Bank of Ireland 31 December 2014  PricewaterhouseCoopers
3 C&C Group plc 28 February 2015 KPMG

4 CRH plc 31 December 2014 EY

5 Datalex plc 31 December 2014  PricewaterhouseCoopers
6 DCC plc 31 March 2015 PricewaterhouseCoopers
7 Dragon QOil plc 31 December 2014 EY

8 FBD Holdings plc 31 December 2014  Deloitte

9 Glanbia plc 03 January 2015 PricewaterhouseCoopers
10  Grafton Group plc 31 December 2014 KPMG

11  Greencore Group plc 26 September 2014 KPMG

12 IFG Group plc 31 December 2014  PricewaterhouseCoopers
13 Independent News and Media plc 31 December 2014 KPMG

14  Irish Residential Properties REIT plc 31 December 2014  PricewaterhouseCoopers
15  Kerry Group plc 31 December 2014  Deloitte

16  Kingspan Group plc 31 December 2014 KPMG

17  Paddy Power plc 31 December 2014 KPMG

18 Ryanair Holdings PLC 31 March 2015 KPMG

19  Smurfit Kappa Group plc 31 December 2014  PricewaterhouseCoopers
20 UDG Healthcare plc 30 September 2014 KPMG




Appendix Il
Selectedext racts of Directorsé Critical Accounting Judgen
Aer Lingus Group plc
Annual financial statements i Year ended 31 December 2014
Critical Accounting Judgements (disclosed in a separate note)

3 Critical accounting estimates and judgements

Except as disclosed m Note 2.1, the accounting policies adopted are consistent with those of the previous financial year. The Group believes
that of its|significant accounting policies and estimates, the following may involve a higher degree of judgement and complexity:

(a) Provisions

The Group makes provisions for legal and constructive obligations which are outstanding at the reporting date. These provisions are made
based on historical or other relevant mformation, adjusted for recent trends where appropriate. However, provisions represent estimates of
the financial costs of events that may not occur for some years. The basts for these estimates are reviewed and updated at least annually and
where information becomes available that may give rise to a material change. Measurement uncertainty associated with aircraft maintenance
provisions also arises from the timing and nature of overhaul activity required, lease return dates and conditions. and likely utilisation of the
amrcraft. As a result of this and the level of uncertanty attaching to the final outcomes, the actual results may differ significantly from those
estimated. Refer to Note 28 for further details.

(b) Impairment of non-financial assets

Assets that are subject to amortisation are reviewed for imparment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. In addition, indefinite lived assets are also reviewed for impairment annually at each reporting period end.
An impairment loss 15 recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less cost to sell and value in use. For the purpose of assessing impairment, assets are grouped at
the lowest levels for which there are separately identifiable cash flows (cash-generatmg units). As this assessment mvolves long term
projections which may not be realised, this is an area of judgement for management.

(c) Recoverability of deferved tax assets

The Group recognises tax assets where it 15 probable that those assets will be recovered. The assessment of the recoverability of deferred tax
assets mvolves sigmificant judgement. The main deferred tax asset recognised by the Group relates to unused tax losses. The Directors
assess the recoverability of tax losses by reference to future profitability and tax planning, including fleet management decisions. Refer to
Note 31 for further detail

(d) Share based payments

The determination of the fair value of awards vnder the long term incentive plan. and of the share options and awards granted to the CEO
mvolve the use of judgement and estimates. Their fair values have been estimated using bmnomual lattice or Monte Carlo simulation models.
Refer to Note 33 for further detail.

(e) Fair value of derivatives and other financial instruments

The fair value of financial instruments that are not traded in active markets (for example, “over the counter” derivatives) is determined using
valuation techniques. The Group exercises judgement in selecting valuation methods and makes assumptions that are mawnly based on
observable market data and conditions existing at each reporting date. The specific valuation techniques used to value financial instruments
are set out 1 Note 20. Further judgement 1s exercised by management in considering the probability of occurrence of underlying hedge
transactions, in particular the likelihood and timing of future fuel, US$ and aircraft purchases.

() Estimation of residual values of aircraft
The Group has determined the residual values of its atrcraft as bemng 10% of origmal cost. The Group pertodically examines its estimate of
residual values in light of results of actual atreraft disposals and changing market conditions. Refer to Note 15 for further detail



Kerry Group plc
Annual financial statements i Year ended 31 December 2014

Critical Accounting Judgements (disclosed within the accounting policies note)

Statement of accounting policies (continued

Critical accounting estimates and judgements (contin

Impairment of goodwill and intangible assets

Determining whether goodwill and intangible assets are impaired or
whether a reversal of an impairment of intangible assets (other than
on goodwill) should be recorded requires comparison of the value in
use for the relevant cash generating units (CGUs) to the net assets
attributable to those CGUs. The value in use calculation is based on

an estimate of future cash flows expected to arise from the CGUs

and these are discounted to net present value using an appropriate
discount rate. The tests are dependent on management's estimates and
judgements, in particular in relation to the forecasting of future cash
flows, the discount rates applied to those cash flows, the expected long
term growth rate of the applicable businesses and perpetuity rates.
Such estimates and judgements are subject to change as a result of
changing economic conditions. Details of the assumptions used and
key sources of estimation involved are detailed in note 12 to these
consolidated financial statements.

Income taxes and deferred tax assets and liabilities

The calculation of the income tax charge involves a degree of
estimation and judgement as the Group operates in many jurisdictions
and the tax treatment of certain items cannot be fully determined at
the time of the original transaction. Furthermore, the Group can also
be subject to tax audits in any of the jurisdictions in which it operates,
which by their nature are often complex and can require several years
to conclude. Amounts accrued in respect of tax and open tax audits
are determined based on management’s interpretation of the relevant
tax laws, a probability-weighted expected value and likelihood of a
successful conclusion

The recognition of a deferred tax asset is based upon whether it is
probable that sufficient and suitable taxable profits will be available in
the future, against which the reversal of temporary differences can be
deducted. Recognition, therefore, involves judgement regarding the
future financial performance of the particular legal entity or tax group in
which the deferred tax asset exists.

‘Income taxes’ and ‘Deferred tax assets and liabilities' are disclosed in
notes 7 and 17 to these consolidated financial statements, respectively.

Retirement benefits obligation

The estimation of and accounting for retirement benefits obligation
involves judgements made in conjunction with independent actuaries.
These involve estimates about uncertain future events based on the
environment in different countries, including life expectancy of scheme
members, future salary and pension increases and inflation as well as
discount rates. The assumptions used by the Group and a sensitivity
analysis of a change in these assumptions are described in note 26.

Business combinations

When acquiring a business, the Group is required to bring acquired
assets and liabilities on to the Consolidated Balance Sheet at their
fair value, the determination of which requires a significant degree of
estimation and judgement.

Acquisitions may also result in intangible benefits being brought into
the Group, some of which qualify for recognition as intangible assets
while other such benefits do not meet the recognition requirements
of IFRS and therefore form part of goodwill. Judgement is required

in the assessment and valuation of these intangible assets, including
assumptions on the timing and amount of future cash flows generated
by the assets and the selection of an appropriate discount rate.

Depending on the nature of the assets and liabilities acquired,
determined provisional fair values may be associated with uncertainty
and possibly adjusted subsequently as allowed by IFRS 3.

Business combinations are disclosed in note 31to these consolidated
financial statements.

Provisions

The amounts recognised as a provision are management’s bast
estimate of the expenditure required to settle present obligations at the
balance sheet date. The outcome depends on future events which are
by their nature uncertain. In assessing the likely outcome, management
bases its assessment on historical experience and other factors that are
believed to be reasonable in the circumstances. Provisions are disclosed
in note 25 to these consolidated financial statements.

Other areas
(Other areas where accounting estimates and judgements are required,



C&C Group plc
Annual financial statements i Year ended 28 February 2015

Critical Accounting Judgements (disclosed within the relevant note to the financial statements)

BASIS OF PREPARATION

The Group and the individual financial statements of the Company are prepared on the historical cost basis except for the
measurement at fair value of intangible assets acquired on the acquisition of a company or business, retirement benefit obligations,
the revaluation of certain items of property, plant & equipment, share options at date of grant and derivative financial instruments. The
accounting pelicies have been applied consistently by Group entities and for all periods presented.

The financial statements are presented in euro millions to one decimal place.

The preparation of financial statements in conformity with IFRSs as adepted by the EU requires the use of certain critical accounting
estimates. In addition, it requires management to exercise judgement in the process of applying the Group and Company's accounting
policies. The areas involving a high degree of judgement or complexity, or areas where assumptions and estimates are significant to
the financial statements relate primarily to:

» the determination of the fair value and the useful economic life of assets & liabilities, and intangible assets acquired on the acquisition
of a company or business (note 10),

» the determination of carrying value of land (note 11),

» the determination of carrying value or depreciated replacement cost, useful economic life and residual values in respect of the
Group's buildings, plant & machinery {note 11),

» the assessment of goodwill and intangible assets for impairment (note 12), and

* accounting for retirement benefit obligations {note 21).

These are discussed in more detail in the accounting policies and/or notes to the financial statements as referenced above. The
estimates and associated assumptions are based on historical experience and various other factors that are believed to be reasonable
under the circumstances, the results of which form the basis of making the judgements about carrying values of assets and liabilities
that are not readily apparent from other sources. Revisions 1o accounting estimates are recognised in the period in which the estimate
is revised if the revision affects only that period or in the period of the revision and future periods if the revision affects both current
and future periods.



Appendix Il

Selected extracts from Independent Auditors ®eports regarding assessed risks of material
misstatement

CRH plc
Annual financial statements i Year ended 31 December 2014
Extract fromEr nst audit

& Youngods report

al risk area and rationale

Assessment of the carrying value of goodwill

‘The impairment review of goodwill, with a carrying value of
€4.0bn, is considered to be a risk area due to the size of the
balance as well as the fact that it invelves significant
Judgement by management. Judgemental aspects include
assumptions of future profitability, revenue growth, margins
and forecast cash flows, and the selection of appropriate
discount rates.

Assessment of the carrying value of property, plant and
equipment and financial assets

The impairment review of property, plant and equipment and
financial assets, with a carmying value of €7.7bn and €1.4bn
respectively, is considered to be a risk area due to the size of
the balances as well as their judgemental nature, similar to
that noted in the assessment of the carrying value of
goodwill above.

Accounting and disclosure requirements arising from the
application of the held for sale requirements contained
within IFRS 5

In 2013 management made a decision to divest of a number
of business units across its operations. None of these
businesses met the ‘held for sale’ criteria at 31 December
2013. The status of the businesses identified for disposal has
evolved during the year with some having been disposed,
others meeting the held for sale criteria and the remainder
continuing to be assessed for impairment.

Audit response

‘Our specialist valuations team performed an independent assessment against external market data of
key inputs used by management in calculating appropriate discount rates, principally risk free rates,
country risk premium and inflation rates.

‘We reviewed and challenged the determination of the Group's 20 Gash Generating Units (‘{CGUs') and
flexed our audit approach depending on our risk assessment and the level of headroom in each CGU.
For all GGUs selected for detailed testing, we critically assessed all key assumptions in the models by
challenging management's detalled calculations and benchmarking growth forecasts to external
economic forecasts and construction activity measures.

‘We challenged management's sensitivity analyses and performed our own sensitivity calculations to
assess the level of headroom In place based on reasonably expected movements in such assumptions.

‘We considered the adequacy of management’s disclosures in respect of impairment testing and
whether the sensitivity disclosures appropriately communicate the underlying sensitivities.

Audit response

In respect of the discount rate, we performed similar procedures to those noted above for goodwill.

The Group operates a variety of business models and as a result the identification of CGUSs for testing is
based on these business models and management's assessment of impairment indicators.

Similar audit procedures to those noted under goodwill above are performed in respect of the key
assumptions underpinning the impairment models.

Audit response

Throughout the year and in the subsequent period up to the date of approval of the financial
statements, we have regular contact with management who inform us on the status of the various
entities subject to disposal. We also review Board minutes where proposals in respect of businesses
moving to disposal are presented.

We challenged management’s assessment by applying professional scepticism to the judgements made
by management in concluding whether all relevant criteria had been met in order to classify businesses
as held for sale in accordance with IFRS 5. We also tested whether depreciation of non-current assets
and the accounting for the share of results of equity method investees ceased at the date of IFRS 5
classification and that foreign exchange recycling was calculated where relevant. We considered the
adequacy of the disclosures In the financial statements in respect of held for sale assets (note 4).

10



IFG Group plc
Annual financial statements i Year ended 31 December 2014

Extract from PricewaterhouseCoopers audit report

Area of focus

How our audit addressed the area of focus

Intangible assets

The Group hes significant intangible essets
consisting of goodwill, customer relstionchip
brands and computer softwers (cee nots 19).
Following the business dicposals  and
consequant group restructuring during 2014,
management have determined that there ane
two CGOUs, James Hay Parnmerchip (Platform
segment] and Saunderson House (Independant
Wealth Management segment].

We focused on this ares because of the size of
the balances at the year end and the judgement
applied in the assumptions used (primarily the
assumed growth rates and the discount rate
applied to the future cash flow forecasts) in
the director’ assescment of the recoverable
amount of the Group’s cash generating units
(~CcGus").

We mvaluated end sssessed the spproprieteness of the directors’ key
assumptions within the future cach flow forecasts, the process by which they
wiare drawn up, incleding comparing them to the lat=st Soard approved
budgets, end tested the underlying calculations therein.

We also challenged the directors” short and long-term growth rebes used
within the forecasts, as summarized in note 19, by comparing them to recent
parformence, budgets and plans and sxternal sconomic forecasts. With the
assistance of our valuation specialists, we amessed the sppropristenecss of the
discount rate used in the impairment model by asseming the cost of capitel for
the Company and compearable organisations.

In addition, we performed a sensitivity analysis on the cash flows for both
CGUs. Having ascertmined the axtent of change in those ascumptions that
either individually or collectively would be required for the related sssets
to be impeired, we considered the likelihood of such change in those key
assurmptions arising.

Contingant consideration assets relating
to business dispooak

The financial steternents include contingsnt
consideration assets of GBPFE3  million
relating to the disposals of the krish pension
and advizory businesses, IFG UK Financial
Services and Siddalls France which wers zold
during the year [see note 23], We fooused on
this area because of the judgement applisd
and assumptions used in the determination
of the smount booked, primarily in relation
to the likelihood of the purchasers ameining
specified revenus targets and the disoount rate
appli=d.

Clur suwdit proceduras incleded consideration of the nature of the contingant
consideration recorded and the assessment of the potentiel revenue outcomes.
Thiz included obtaining an understanding of the agreements and an aveluation
of the appropristenass of the directors” key sssumptions, rangs of cutcomes
and the discount rate spplied in relation to the amounts recognised. We also
ancessed the relevant finencial framework disclosures.

W challenged management's assumptions used in determining the amounts
recorded, which included compering ectual revenueas in the pericds since the
disposals with those assumed. We also assesced the appropristensss of the
discount rate used in the caloulations.

‘Waluation of provisions

The financial statements include & number of
different provisions, both historic and those
releting to the disposak end consequent
restructuring that took plece in 2014 (see note
24). The provisions cower certain legal claims
incleding claims arising from the disposal of
the International division and cleims meds by
customers. We focused on this area, in|:|uding
releases during the yesr, becsuse these
provisions are by their nature uncertain and
judgemental

Our mudit procedures inclsded consideration of the nature of the provisions
and the range of potential cutcomes. In relation to the provisions for costs in
respect of the disposals that took place in 2014 and the Intermationel division
(disposed in 2012), we reviewsd corespondence with both the soquirer and
legal counsel in assessing the appropristeness of the amouwnt provided.

For provisions for claims from dientz, we challanged managements sstimations
by looking at dleims history and the group's record of defending these claims,
legal corespondence and correspondencs with the dlients.

Dieferred income taxes

Dieferred tmx sssets are recognized for any
wnused tax losses to the sxtent thet it is
probable that future taxable profits will be
aveilsble sgainst which the losses can be
wtilized.

W focused on this financiel statement area due
to the judgement required in the actimation of
future taxable profits.

We assessed the appropristeness of the amount of deferred tex essets
recognized by challenging the asumptions used by management in the
estimeation of future texable profits in both the UK and Ireland using recent
yeer's results and approved budgets.
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Independent News & Media plc
Annual financial statements i Year ended 31 December 2014

Extract fromKPMGO6s audit report

Investment in APN News & Media Limited [APN) (2014: €68.7m; 2013: €86.9m):

Refer to the Report from the Audit Committee in the Corporate Governance Report and note 16 to the financial
statements.

The risk

* APN is a significant component of the Group. At 31 December 2014 the Group has an 18.61 per cent shareholding
in APN and the carrying amount of its investment is €68.7m (2013: €86.9m). Given the significance of the
investment to the Group, its carrying amount is considered a significant audit risk.

Our response

* Our audit procedures, among others, included liaising with the statutory auditor to APN (PwC Australia). Detailed
audit instructions were sent to PwC Australia and PwC Australia issued a separate written report to us on their audit
of APN. Their audit included specific procedures focusing particularly on the impairment assessment model that
supports the carrying amount of the Group’s investment in APN (e.g. reasonableness of key assumptions,
mathematical accuracy). We also held a number of conference calls with PwC Australia before, during and after
their audit of APN. We also read the APN Annual Report and the consolidation pack submitted to the Group by
APN. Our audit procedures were designed to ensure compliance with ISA 600 Special Considerations - Audits of
Group Financial Statements (Including the Work of Component Auditors). We considered how the carrying amount
of the investment in the Group’s financial statements compares to the Group’s share of the APN net assets at the
balance sheet date according to APN’s audited financial statements and its related market value on the Australian
Stock Exchange at the balance sheet date. We also assessed the adequacy of the Group’s disclosures about the
recoverability of this investment and the degree of estimation involved in determining the recoverable amount.
We are satisfied that the work performed adequately addresses the recoverability of the investment.

12



FBD Holdings plc
Annual financial statements - Year ended 31 December 2014

ExtractfromDel oi ttebs audit report
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