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ey Audit Matters (ISA 701) — “The auditor
shall determine, from the matters communicated
with those charged with governance, those matters

that required significant auditor attention in

performing the audit. In making this

determination, the auditor shall take into

account the following:”
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a) Areas of higher assessed risk of material misstatement,

b) Significant auditor judgments relating to areas in the
f/s that involved significant management judgment,
including accounting estimates that have been

identified as having high estimation uncertainty,

¢) The effect on the audit of significant events or

transactions that occurred during the period.
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182879 KAM

240N LY UK Tale i ldony UK
standard (¥ format LONANNU IFAC)
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M39819 KAM

Trent XWB - First flight test engine
ready for the Airbus A350 XWB
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r éhf’)fhfl KAM (extracted from RR report)

“2. Our assessment of risk

In arriving at our opinions set out in this report, the risks
that had the greatest effect on our audit and the key
procedures we applied to address them are set out below.
Those procedures were designed in the context of the

financial statements as a whole and, consequently, where

we set out findings we do not express any opinion on these

individual risks.”
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2. Our assessment of risk (cont’d)
e The basis of accounting for revenue and profit
in the Civil aerospace business

e The measurement of revenue and profit in the

Civil aerospace business
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2. Our assessment of risk (cont’d)

e Recoverability of intangible assets (certification
costs and participation fees, development
expenditure and recoverable engine costs) and

amounts recoverable on contracts primarily in the

Civil aerospace business
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2. Our assessment of risk (cont’d)

e Accounting for the consolidation of Rolls—Royce Power
Systems Holding GmbH and valuation of Daimler AG’s put
option

e Control of Rolls-Royce Power Systems Holding GmbH

e Consolidation of Rolls-Royce Power Systems Holding

GmbH

e Valuation of Daimler AG’s put option
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2. Our assessment of risk (cont’d)

e Liabilities arising from sales financing
arrangements

® Accounting for risk and revenue sharing

arrangements

e Bribery and corruption

e The presentation of ‘underlying’ profj
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Example of one of the risk

The measurement of revenue and profit in the Civil

aerospace business

“Refer to page 81 (Key areas of judgement — Long-

term aftermarket contracts), page 83 (Significant

accounting policies — Revenue recognition) and page

44 (Audit committee report — Financial

reporting)”
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PThe measurement of revenue and profit in the Civil aerospace business (cont’d)

“The risk The amount of revenue and profit recognised in a year on the sale of engines and
aftermarket services is dependent, inter alia, on the assessment of the percentage of completion
of long—-term aftermarket contracts and the forecast cost profile of each arrangement. As long-
term aftermarket contracts can extend over significant periods and the profitability of these
arrangeme

contracts,

flying hours, time on wing and
activity and the costs to be inc
continual refinement can have

be significant in an individual

arrangeme
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The measurement of revenue and profit in the Civil aerospace business (cont’d)

“Our response We

ied by the Group to provide assurance that the

estimates used in assessing revenue and cost profiles are appropriate and that the resulting estimated cumulative

profit on such contracts

inputs and the outputs o

programme and

based on our as

analysis of chan

nge was
n and

Cross

programmes, detailed discussions and assessments of the achievability of the Group’s plans to reduce life-cycle

costs and an analysis of the impact of these plans on forecast cost profiles taking account of contingencies and

analysis of the impact of known tech

that is powered by the Group’s engi
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The measurement of revenue and profit in the Civil aerospace business

(cont’d)

“Our findings Our

operati

the Gr¢

scope and depth of our detailled testing and analysis Irom that originally

planned. We 1l, our

assessment is that the assumptions and resulting estimates (including

appropriate contingen

ecognition.”
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