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Accounting Misstatements in Related Party Transactions, Business Combinations and Consolidated
Financial Statements under IAS 24, IFRS 3 and IFRS 10

Abstract. Introduction. Corporate groups, business combinations, and complex ownership structures increase the risk of
accounting misstatements in financial reporting. These distortions may result from errors in individual transactions, the failure to
disclose related-party relationships, the incorrect assessment of control, improper accounting for business acquisitions, and
incomplete consolidation adjustments. The growing importance of consolidated financial reporting requires financial information
prepared in accordance with International Financial Reporting Standards (IFRS) to achieve greater transparency and reliability. In
this context, ensuring the faithful representation of economic relationships and financial performance within corporate groups
requires a comprehensive understanding of the interaction among IAS 24 Related Party Disclosures, IFRS 3 Business Combinations,
and IFRS 10 Consolidated Financial Statements.

Purpose. This study aims to identify and analyse the key risks of accounting misstatements associated with the application
of IAS 24, IFRS 3, and IFRS 10, as well as to develop audit procedures designed to improve the quality of consolidated financial
statements. The research employs comparative analysis, systematisation, logical generalisation, and the modelling of consolidation
adjustments. Particular attention is paid to identifying risk areas that may materially affect the completeness and reliability of
consolidated financial reporting.

Results. The findings reveal several significant sources of accounting misstatements, including the failure to disclose
related-party relationships, non-arm’s-length transactions, the overstatement of goodwill resulting from errors in purchase price
allocation, the incorrect measurement of non-controlling interests, the failure to eliminate intra-group balances, and the incomplete
elimination of unrealised profits. A model-based calculation demonstrates that the combined effect of several consolidation errors
could overstate group assets by 5.68 million currency units and profit before tax by 0.98 million currency units. To mitigate these
risks, the study proposes an audit-oriented framework incorporating a related-party register, a control assessment matrix, a
purchase price allocation (PPA) file, a consolidation adjustment schedule, and a group audit evidence matrix.

Conclusions. The scientific novelty of the study lies in the development of a three-layer approach to detecting
misstatements in group financial reporting, based on the identification of relationships, the verification of measurement and
consolidation procedures, and the coordination of audit evidence. The practical significance of the research lies in integrating the
accounting requirements of IAS 24, IFRS 3, and IFRS 10 into group audit methodology, thereby enhancing the reliability and
transparency of consolidated financial statements.

Keywords: related parties; business combination; consolidated financial statements; goodwill; non-controlling interest;
intra-group transactions; unrealized profit; group audit; audit evidence; material misstatement.
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3rasiat-Jlo3uHcbKa Jl. 0., JOKTOp eKOHOMiIYHHUX HayK, mpodecop, mpodpecop Kapeapu eKOHOMIYHOI Teopil,
006J1iKy Ta onojaTKyBaHHs, KUIBCbKUI HallioHa/IbHUHN YHiBepcUTeT 6yAiBHULTBA i apXiTeKTypH, M. KuiB, YkpaiHa

IBanoBa T. M., KaHAUJAT €KOHOMIUHUX HayK, JOLEHT, JOLEHT KadeApu eKOHOMIUHOI Teopil, 06JiKy Ta
onoAaTKyBaHHs, KHiBCbKH HallioHA/IbHUH yHiIBEpCUTET OYAiBHUITBA i apxiTeKkTypH, M. KuiB, YkpaiHa

IlloBkiBcbKa B. B., KaHAUJAT eKOHOMIYHUX HAYK, IOLEHT, A0LEeHT KadeJpu eKOHOMiIuHOI Teopii, 061Ky Ta
onojaTKyBaHHs, KuiBcbkuil HaljioHa/IbHUH yHiBepcHUTeT OyAiBHULTBA i apxiTekTypy, M. KuiB, YkpaiHa

06.1iK0Bi BUKpUBJIEHHS B onepalisx i3 NoB’si3aHMMHU CTOPOHAMM, IPU 06’€AHaHHI 6i3Hecy Ta
CKJIaJlaHHI KOHCO0J1iZ0BaHOi ¢piHaHCcOBOi 3BiTHOCTI BignoBigHo A0 MCBO 24, MC®3 3 Ta MCP3 10

AHomayisn. Y cmammi docaidiceHo 83aEM038°130K KOpNopamueHUX 2pyn, 06’edHaHb 6i3Hecy ma CKAAOHUX CMpYyKmyp
s/acHocMi, sIKi nideuwyrome pu3uk BUHUKHEHHS 06/11K08UX BUKPUB/IEHb Y (hiHaHCO8Ill 38imHocmi. Taki BUKPUBAEHHS MOXHCYMb Oymu
3yMo8/eHl nomuakamu 8 064IKy okpemux onepayill, Heposkpummsam iHgopmayii npo noe’sizani cmopoHu, HenpasuabHUM
BU3HAYEHHSIM KOHMPOJ1H0, HEKOPEKMHUM 0061iKoM npudb6aHHs 6i3Hecy ma HenosHUM BUKOHAHHSIM KOHCOIOQUIHUX KOpuzyeaHb.
3pocmaHHsa 3HaYeHHSI KOHCO0i008aHOI piHaHCO80I 36imHOCMI 3yMO06/110€ HeobXxiOHicmb 3abe3nedeHHs 6inbwioi npozopocmi ma
docmosipHocmi pinancosoi ingopmayii, nidzomoeseroi gidnosiono do MisxcHapodHux cmandapmis ginancosoi 36imHocmi. Y ybomy
KoHmekcmi docmogipHe 8i006paxceHHs eKOHOMIYHUX 83AEMOBIOHOCUH | piHaHCOBUX pe3ysbmamis dis/bHOCMI KOpnopamueHux
2pyn nompe6ye KOMNAEKCHO20 po3yMiHHs 83aemo0dii eumoe MCEO 24 «Po3kpumms iHgpopmayii npo nos’sizani cmopoHu», MCP3 3
«06°edHanHs 6izHecy» ma MCD3 10 «KoHconidosaHa inaHcosa 36imHicmby». Memoto cmammi € gusig/eHHss ma aHa/i3 KAKY08UX
pusukie 06/iKo8uX BUKpUB/IeHb, N08’s13aHuUX i3 3acmocysaHHsim MCBEO 24, MC®3 3 ma MC®3 10, a makox po3po6aeHHs
aydumopceKux npoyedyp, CnpsaMo8aHux Ha nideuweHHs1 sikocmi KoHcosidosaHoi ¢inaHcoeoi 3simHocmi. Y docaidxceHHI
8UKOpUCMAHO Memodu NOPIBHANLHO20 AHANI3Y, cucmemamu3ayii, 102[4HO20 y3a2a1bHEHHS Ma MO0eAr8aHHS KOHCONI0ayiliHux
Kopuzysane. Ocobsugy yeazy npudiseHo GUsi8/eHHI0 PU3UKO8UX cgep, SIKI MOJXCymb CYmMmeso enaugamu HA NOBHOMy ma
docmosipHicmb KoHcoaidosaHoi ¢pinaHcosoi 38imHocmi. Pe3ysbmamu docaiddiceHHS 3ac8i04uau, wo OCHOGHUMU NPUYUHAMU
06,1iKOBUX BUKpUB/IeHb € Hepo3kpumms iH@opmayii npo noe’szani cmopoHu, 30ilicHeHHs onepayili Ha HEPUHKOBUX YMO8aX,
3asuujeHHs 2y0siny eHacAidok nomuaok nid yac po3nodiny YiHu npudbaHHs, HeNnpasu/abHa OYiHKA HEKOHMPO/JAbOBAHUX YACMOK
ydyacmi, HegUK/NIOYEHHs 6HYMPIWHbLO2PYNOBUX 3AAUWKIE MaA HenosHe 6UKAH4eHHs HepeanizoeaHo2o npubymky. ModenbHull
pPO3PAxyHOK Nokasas, Wo CyKynHuil 8naue KiJibKox NOMUI0K KoHcoidayii mMoxce npuzsecmu 0o 3as8uujeHHs akmusie apynu Ha 5,68
MJH 2powogux 00uHUYsb, a npubymky 0o onodamkyeaHus - Ha 0,98 maH zpowogux oduHuyb. /s MiHimi3ayii 3a3HaUeHux pusukie
3anponoHo8aHo ayodumopcbKo-0pieHmMo8aHy Modeas, Wo 8KAI0YAE PEECMP NOB’3AHUX CMOPIH, MamMpuyio oyiHku KoHmpo., gaiia
po3nodiay yiHu npud6axHs (PPA), eidomicmb KoHcoidayiliHux kopuayeaHb ma mampuyro aydumopcbkux dokasie epynu. Haykosa
HOBU3HA J0OCAIONHCEHHS NOo/sI2a€ Y po3pobsieHHI mpupieHegozo nidxody 0o 8usie/eHHS BUKpuBJ/eHb y 2pynogill piHaHcosill
38ImHocmi, sikull rpyHmyemucs Ha idenmudpikayii 83aemogidHocuH, nepegipyi npagusibHocmi oyiHku ma npoyedyp KoHcosidayii, a
makodc koopduHayii aydumopcbkux dokasis. [IpakmuvHe 3HaueHHs JocaidxceHHs noas2ae 8 inmezpayii eumoz MCEO 24, MCP3 3
ma MC®P3 10 y memodoaozito aydumy epyn, wjo cnpusie nidguwjeHHro docmosipHocmi ma npo3opocmi kKoHco1idosaHoi giHaHcosol
38imHocmi.

Kniouoei cnaoea: nog’sasani cmopoHu; 06°'cdHanHst 6i3Hecy; KoHcosidosaHa ¢piHaHcosa 38imHicmb;  2ydeis;
HEKOHMpOo/1b08aHA Ydcmka, SHympiwHbo2pynosi onepayii; Hepeasizosanuill npubymok; aydum epynu; aydumopcuki dokasu;
cymmese 8UKPUB/IEHHSL.

Formulation of the problem. The expansion of interests and goodwill; consolidation requires the

corporate groups and cross-border acquisitions has made
consolidated financial reporting one of the most complex
areas of accounting practice. A group may consist of legally
separate entities that are economically interdependent.
Therefore, reliable reporting depends not only on the
accuracy of the separate financial statements of each
entity, but also on correctly identifying related parties,
appropriately measuring business combinations, and
completely eliminating intra-group transactions.

The relevance of this study is determined by the fact
that IAS 24, IFRS 3 and IFRS 10 operate at the intersection
of accounting judgement, corporate governance and audit
risk. Related party relationships may influence pricing and
financing terms; business combinations require fair value
measurement of acquired assets, liabilities, non-controlling

presentation of the group as a single economic entity. Any
flaw in one of these processes could result in a significant
distortion of assets, liabilities, profits or disclosures.

This issue is also important for audit practice. According
to ISA 550 and ISA 600, auditors must obtain sufficient and
appropriate audit evidence relating to related party
relationships and group financial statements. However,
group audits are complicated by component auditors,
different information systems, ownership chains, internal
financing and management estimates. Consequently, a
formal checklist is insufficient — the auditor requires an
integrated approach that connects relationships,
measurement, consolidation and evidence.

Analysis of recent research and publications. The
normative basis of the study is formed by IFRS and ISA
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requirements. |AS 24 requires the disclosure of related
party relationships, transactions, outstanding balances and
commitments, provided that such information may affect
users' assessment of the reporting entity [1]. IFRS 3
establishes the acquisition method: identifying the
acquirer, determining the acquisition date, recognizing
identifiable assets and liabilities, measuring non-controlling
interests and recognizing goodwill or a gain from a bargain
purchase [2]. IFRS 10 defines 'control' as the basis for
consolidation, requiring a parent entity to prepare
consolidated financial statements if it controls one or more
investees [3]. IFRS 12 complements this model by requiring
disclosures about interests in other entities [4].

Research on related parties confirms their dual nature.
Gordon, Henry, Louwers and Reed demonstrate that
auditors encounter challenges in identifying, examining and
disclosing related party transactions [9]. Al-Dhamari et al.
argue that related party transactions increase audit risk and
fees, but that a strong internal audit function can mitigate
this effect [10]. Habib, Jiang and Zhou also found that
auditors associated related-party transactions with a
greater audit effort. Conversely, Lo, Wong and Firth
demonstrate that corporate governance can restrict
earnings management through related-party sales [12].

Research on group audits emphasizes coordination
risks. Downey and Bedard demonstrate that global group
audits are impacted by communication and coordination
issues, particularly when the client is substantial and spread
across different locations [13]. Downey and Westermann
highlight issues relating to component auditors and the
allocation of audit responsibilities [14]. Studies on goodwill,
including those by Hellman and Hjelstrom, demonstrate
that impairment testing under IFRS remains judgement-
intensive and conceptually challenging [15].

Despite these contributions, related parties, business
combinations and consolidation are often examined
separately in the literature. The problem that remains
unresolved is the lack of an integrated accounting and audit
model that treats IAS 24, IFRS 3 and IFRS 10 as
interdependent elements of group reporting. This article
addresses this gap by linking accounting distortions with
audit procedures and by proposing a practical model for
group audit planning.

Formulation of research goals. This article aims to
systematize the risks of accounting misstatements arising
from related parties, business combinations, and
consolidated financial statements under IAS 24, IFRS 3, and
IFRS 10. It also seeks to substantiate audit procedures for
detecting such misstatements in audits of groups of
enterprises.

The research objectives are: to clarify the relationship
between related party disclosures, acquisition accounting
and consolidation; to classify typical accounting distortions;
to calculate the effect of selected consolidation errors on
group reporting; to propose an audit-oriented framework
for verification of related parties, business combinations
and consolidation adjustments; to formulate practical
recommendations for strengthening group audit
documentation and internal control over consolidation.

The methodology combines a normative analysis of IFRS
and ISA requirements, a synthesis of academic findings, a
comparative analysis of risk areas, and a model calculation.
The numerical example is not based on a particular
enterprise. It demonstrates how separate accounting errors
can lead to a material misstatement in consolidated
financial statements.

Presentation of the main research material. The
accounting architecture of group reporting can be seen as a
series of three interconnected sections. The first block
involves identifying relationships and control. The second
block measures acquisition effects. The third block involves
consolidating and auditing the group's financial statements.
IAS 24, IFRS 3, and IFRS 10 correspond to these blocks and
should be applied together rather than mechanically.

IAS 24 is aimed not only at transactions but also at
relationships. The existence of control, joint control,
significant influence, or key management influence may
affect pricing, guarantees, loans, management services, and
cost allocation. Consequently, a group should maintain a
related party register reconciled with ownership data,
management declarations, minutes of governance bodies,
and legal contracts.

IFRS 3 introduces measurement risk because assets and
liabilities acquired in a business combination are recognized
at the acquisition date's fair value. The most sensitive items
are identifiable intangible assets, contingent liabilities,
contingent consideration, non-controlling interests, and
goodwill. If management omits intangible assets or
understates liabilities, goodwill will be overstated.
Incorrectly determining the acquisition date may result in
income and expenses being included in the wrong period.

IFRS 10 introduces perimeter risk. Control is based on
power over the investee, exposure to variable returns and
the ability to use power to affect returns. Control may arise
from voting rights, contracts, potential voting rights, or
structured arrangements, not only from voting rights.
Therefore, auditors should analyze the substance of rights
and obligations rather than merely the legal percentage of
ownership. Table 1 summarizes the main areas of
misstatement.
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Table 1 Key areas of accounting misstatement in group reporting

from consolidation

liabilities, income and expenses

Area Typical misstatement Reporting effect Audit focus
IAS 24 Undisclosed relationship or non- | Incomplete disclosure; distorted | Related party register, board
market pricing revenue, expenses or liabilities minutes, contracts, declarations
Incorrect acquisition date; omitted . . . .
. . 9 Misstated assets, equity and | Purchase price allocation and
IFRS 3 intangible assets; overstated . . . .
. future impairment valuation assumptions
goodwill
IFRS 10 Entity wrongly included or excluded | Omitted or excessive assets, | Control matrix, voting rights and

contractual rights

Consolidation

Uneliminated balances, transactions
and unrealized profit

Overstated  assets,
revenue and profit

liabilities,

Consolidation worksheet and
intercompany confirmations

Insufficient component work or

ISA 600 B
poor communication

Unsupported group audit opinion

Component materiality,
instructions and review of work

Source: developed by the author based on IAS 24, IFRS 3, IFRS 10, ISA 550 and ISA 600

To demonstrate the cumulative effect of errors,
consider the following model group. Parent P acquired 80
percent of Subsidiary S for 12,0 million monetary units. The
fair value of identifiable net assets of S is 10,0 million. The
fair value of the non-controlling interest is 2,2 million.
During the reporting year P sold inventories to S for 3,6
million at a cost of 2,4 million; 40 percent of these
inventories remained unsold to external customers. P also
granted S a 5,0 million loan at a 10 percent annual interest
rate. Management omitted the elimination of the loan and
interest, as well as the elimination of the unrealized profit
in inventories.

Goodwill, calculated using the full goodwill method, is
determined as follows: Goodwill = consideration
transferred + fair value of NCI - fair value of identifiable net
assets =12,0 + 2,2 — 10,0 = 4,2 million.

However, if management incorrectly measures NCI at
the proportionate share of net assets while presenting the
acquisition as if full goodwill had been applied, then NCI
equals 2,0 million, and goodwill equals 4,0 million. This
difference of 0,2 million affects goodwill, equity
presentation, and future impairment testing. The combined
effect of the other omitted adjustments is shown in Table
2.

The calculation shows that group misstatements
accumulate. Although a loan elimination error does not
change profit, it overstates assets and liabilities. An
unrealized profit overstates both inventory and profit.
Interest elimination errors distort income and expenses.
Goodwill measurement errors influence future impairment
testing. Therefore, materiality in a group audit should be
assessed at the component level and by the type of
consolidation adjustment and aggregation risk.

Table 2 Model calculation of potential group reporting misstatements

Indicator Calculation Amount Interpretation

Goodwill under full goodwill 12,0+2,2-10,0 4,20 Goodwill recognized as residual asset

Goodwill under proportionate 12,0 + (10,0 x 20%) — 10,0 4,00 lefere!'\t NCI  method changes

NCI goodwill

G.OOdWI” measurement 4,20 4,00 0,20 Potential misstatement in goodwill

difference and NCI

Unrealized profit in inventory (3,6 —2,4) x 40% 0,48 Inventory and profit overstated

Uneliminated intra-group loan Loan receivable/payable 5,00 Assets and liabilities overstated

.Unellmmated intra-group 5,0 x 10% 0,50 Income and expenses overstated

interest

Potential asset overstatement 5,00+0,48 + 0,20 5,68 Separate errors become material in
aggregate

Potential profit before tax 0,48 +0,50 0,98 P!'ofitability and covenants may be

overstatement distorted

Source: author's model calculation

For planning purposes, the article proposes a potential
consolidation misstatement indicator (PCMI):

PCMI = GMD + UPI + UIB + Ull + URPD, where GMD is
the difference in goodwill measurement, UPI is unrealized
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profit, UIB is uneliminated intra-group balances, Ull is
uneliminated intra-group income and expenses, and URPD
is the estimated effect of undisclosed related-party
disclosures. In the model example, when unquantified
related party disclosures are excluded, PCMI equals 0,20 +
0,48 + 5,00 + 0,50 = 6,18 million. If group performance
materiality is 3,0 million, then extended audit procedures
are required, even if individual items appear immaterial.
The scientific novelty of this indicator is the way it
combines measurement and consolidation errors into one
audit planning metric. It is not an IFRS measurement but

rather an internal analytical tool for auditors and preparers.
It connects the accounting logic of IAS 24, IFRS 3, and IFRS
10 with the risk assessment logic of ISA 315 and ISA 600.

Audits of these areas should be organized as an
integrated process. ISA 550 requires auditors to understand
relationships and transactions with related parties. ISA 600
requires special procedures for group audits. ISA 540 is
relevant for fair value estimates and goodwill impairment.
ISA 315 requires an assessment of the risk of material
misstatements. Table 3 presents an audit-oriented
framework.

Table 3 Audit-oriented framework for verifying group financial statements

Audit block Procedures

Evidence sources Expected result

Compare management register
with ownership data, minutes and
declarations

Related parties

Reduced risk of undisclosed
relationships

Corporate registers, contracts,
KMP declarations

transactions and unrealized profit

. Shareholder agreements, L
Prepare IFRS 10 control matrix for . . & Correct consolidation
Control assessment . voting  rights, governance .
each investee perimeter
documents
. L Test acquisition date, fair values, | Purchase agreement, . .
Business combinations . . . Reliable acquisition accounting
NCl and goodwill valuation reports, PPA file
. . Consolidation worksheet,
— Reconcile balances and eliminate . . . .
Consolidation confirmations, inventory | Reduced overstatement risk

reports

Set component materiality and

ISA 600 instructions, reports, | Sufficient appropriate group

Group audit . . . L
review component auditor work communication logs audit evidence

Disclosures Check IAS 24 and IFRS 12 notes for | Disclosure checklist, notes, | Transparent information for
completeness and consistency management representations users

Source: developed by the author based on ISA 550, ISA 600, ISA 315 and ISA 540.

The proposed framework is supported by five working
documents. The first document is a related party register
that includes ultimate beneficial owners, subsidiaries,
associates, key management personnel, guarantees, and
significant contracts. The second document is a control
assessment matrix that documents power and exposure to
variable returns, as well as the ability to exercise power.
The third document is a purchase price allocation file
containing transferred consideration, identifiable assets,
liabilities, net of cash items (NCI), and goodwill. The fourth
document is a consolidation adjustment schedule. The fifth
document is a group audit evidence map that links risks,
components, procedures, and conclusions.

An audit of related parties should not rely solely on
written representations. Practical procedures include
inquiries of those responsible for governance, a review of
board minutes, scanning for unusual journal entries,
analyzing counterparties with non-standard payment
terms, and comparing intra-group prices with market
evidence. If an undisclosed related-party transaction is
found, the auditor should assess whether it indicates a
control deficiency or a risk of fraud.

Auditing business combinations requires connecting
legal, valuation, and accounting evidence. Acquisition
agreements define consideration, contingent payments,
and indemnification clauses. Although valuation reports
support fair values, the auditor must evaluate key
assumptions, such as discount rates, growth rates, useful
lives, customer attrition, and tax effects. High goodwill
relative to identifiable assets should trigger additional
procedures, as it may indicate the presence of omitted
intangible assets or excessive optimism regarding expected
synergies.

Auditing consolidation requires a substance-based test
of the group perimeter. The auditor should determine if
control exists through voting rights, contractual rights, or
the practical ability to direct relevant activities.
Additionally, component auditors should receive clear
instructions on significant risks, materiality, related parties,
and required reporting. The group auditor should evaluate
whether their work provides sufficient appropriate
evidence for the group opinion.

The author's proposal is a three-layer model for
detecting group reporting distortions. The relationship
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layer identifies related parties, control links, and
governance rights. The measurement and consolidation
layer verifies acquisition accounting, goodwill, NCI and
elimination entries. The audit evidence coordination layer
links risks to components, procedures, and conclusions.
This model treats IAS 24, IFRS 3, and IFRS 10 as a single
reporting system, not as isolated standards.

For enterprises, the practical recommendation is to
introduce a periodic consolidation control cycle. This cycle
should include the reconciliation of intra-group balances,
the automated identification of related counterparties, a
review of non-standard terms, the documentation of
judgments on control, and the approval of acquisition
accounting by a team including accountants, lawyers,
valuation specialists, and auditors. This reduces year-end
pressure and improves the reliability of audit evidence.

For management purposes, the proposed model can be
transformed into an internal consolidation policy. This
policy should specify who is responsible for updating the
related party register, how often intra-group balances
should be reconciled, what the threshold is for investigating
unusual prices, and what the procedure is for approving
acquisition accounting estimates. Additionally, it is
advisable to require that all significant intra-group
agreements contain standardized identifiers that allow the
accounting system to automatically recognize related
counterparties.

The framework supports a risk-based selection of
components for auditors. A quantitatively small component
may be significant if it contains complex related-party
transactions, goodwill-generating assets, contingent
consideration, or material intra-group balances. Therefore,
qualitative significance should be assessed together with
financial size. The group auditor should document why a
component was selected for full-scope, specific, or
analytical review procedures.

Digitalization can further strengthen the proposed
approach. For example, an enterprise resource planning
system can be configured to flag transactions with related
counterparties, generate reconciliation reports, and
compare intra-group margins with approved transfer
pricing policies. However, digital controls should not

replace professional judgment. Rather, they should provide
structured evidence and exception reports to help
accountants and auditors focus on economically unusual
transactions.

Conclusions. The study confirms that related parties,

business combinations, and consolidated financial
statements constitute a single, high-risk area of
International  Financial Reporting Standards (IFRS)

reporting. IAS 24 ensures transparency of relationships,
IFRS 3 determines acquisition measurement, and IFRS 10
defines the consolidation perimeter. Typical misstatements
include undisclosed related parties, non-market pricing,
omitted guarantees, incorrect assessment of control,
overstated goodwill, incorrect net cash flow (NCI)
measurement, and incomplete elimination of intra-group
transactions.

The model calculation shows that errors in separate
categories, such as goodwill, inventories, loans, and
interest, may accumulate into a material distortion. In the
example, the potential overstatement of assets equals 5.68
million monetary units, while the potential overstatement
of profit before tax equals 0.98 million monetary units. The
proposed PCMI indicator can be used as an audit planning
and internal control tool because it links accounting
adjustments with aggregation risk.

The scientific novelty lies in the proposed three-layer
model, which consists of the relationship layer, the
measurement and consolidation layer, and the audit
evidence coordination layer. The practical value lies in the
set of working documents proposed: the related party
register, the control assessment matrix, the purchase price
allocation file, the consolidation adjustment schedule, and
the group audit evidence map. These documents can
strengthen financial reporting and audit quality.

The conclusions have interdisciplinary significance
because group reporting encompasses accounting,
auditing, valuation, law, and corporate governance. Future
research should test the proposed indicator using real
consolidated financial statements, analyze regulatory
findings on group audit deficiencies, and develop digital
tools that can automatically identify related parties and
consolidation eliminations.
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