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meresn BESAY QUESTIONS = e

L {00 (1053 What s the "Geaecally Accepted Audiling Standards” (GAAS)? Do speafically
slate clensencs thar constifude v GAAL.

b} [ TH] What arc now changes in the revised Siatcment of Auditing Standacd Mo, 1 (19597}
of KOC"s Auditing Stendard Board, the Accounting Pescarch and Development
Foundation? :

ey { Tﬁ]. Hosy the clianges in by wold affect e auditer's reports?

20 (A 3%] The B. O, C. goverwnent plans (o use ogtsidy compatsr providers fopr her computer
wegds, Mty Corponniens alse use GulskIE 2rvics DLFCALS [ prepare employees ' payrolls,
If you are the vger audiger (o the entily uging gulside compuict sorvicus), showld you ke
consideratign of the interpad copdvol siruchace of gulsids comperler secvicd providets when
you plan dhe pudit cpgagement for Use user entity? Slale (he reasons.

(&) [107%] List at least Mve Eactors you shoold consider in order o detamniae 1lie cxtent yoo
ghcarld wewlerstand oulside compuler providert’ el eontrol geksiures when plawaing
your awdie o the usey eanty's Goanclal stacnenls,

() [I0R] Srace at Jease fve possible ways el make you undersranding culside somnpurer
providers” infernal egntral Mroctore.

#rrver ORIECTIVE QUESTIOMNS et

Chesese b best (one} aoswer foc guestoons 3-36. ([[.35%] each}
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wlhe specializes i developing coopudier systeans?

a. ey, pravided el S0 s gualifeed o5 peclcerme cacly of the spochlisc's saaks-

b Yer, provided i C0A s able e sugecvise e spocidlion azel cwabieabe the
smecialisr’s cd peedusr,

c. Mo, becaase seonefI1 prolmsicurals ace not penmitocd e be asteciansd with G4
firtz i publie praciice, -

. Mo, becawse cevcloping comzuber sploms 35 ael ceuogainst b5 oo sepwige
peefamnsd by gaiblic noogunrans,

. An audiesr sl discovees tlat glisng cnapleyecs Bave conmitecsh an illegal aee thae
s n mnteriol 20eer on ahe cliond's Gosacizl saconeencs most 3ikely sy wgluesra
franm £l engagenent 3
a. The i-|E'E[':t| ack 5 a viclauan ol g_l.'m:mﬂ].- .'|n:|:|.1|:|:-:l J.-El:i.'llculriﬂﬂ_ 11:ri|'u;i|:-||:-,:.

b The <l doct wot dake the remgelial agrion dhac e suditer eeasidears nedessary.
€. The illegal nor was comtieted ducing; a [rricr pear thag was per adized,
d. The ancliter L alpzady assesied eoutttal rask at the naxinwon Jevel.
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5 T4] Enterpriges, Ine., enpaged the accountugs Girne of Marcin, Seals, aad Anderson

W perteiil it anaual audin, The fing pefunnd dhe andic §noa compoten:.

aanaggligent mennce awl Billed 10400 for $16,000, 1l agregd-wpon fie, Sharrly

afece clelivevy of the avsdiveed Gnancsal statemens, Iigheavear, che assistanr concroblez.

cisappenzed, eakinsg witls ding S25_008 o EIAA0s fimels. i vz bigl dmcovered thag

Hightowsr liad been cugaped in 2 hiyhdy cophisiicaced, nowvel defidantion schoms

doging the past year He lhd praviowely volvzehl 535000 of D ' fimds. [0

Pt e flized 0o pay elae accounging finm’s fe s is seskialg Lo recpsy Lhe 2R3.00) chag

was stdea b Righbowgy, Whicli of 4he lEllowinng: is comeLd

A The grecautkuns: cannas recsver clsyir foe and ave: Lialale far $ia3, 000,

b The sccomatants am eoticled 4w colect” teir B anl ace ol linkle frr

L Aa3 000,

e MO b enicled ta cescind the audic contnct and thus i5 not liagke e 1he
F16,000 fee, Ir iy cannar seesarcr shimiages.

d, LehACH 5 entitled oo rocoaner gl S2H.O00 slefideacion, Lid & nag lable for the
10,000 fen,

Mizx aud Associines, ClAs, isued 2o wagualilicd opivion e e Guangial sacesers
of Clags Corp. for the yeay onded Becewlicr 31, M0, T was etcrimined lacey that
Gl ereasurer b enbezaded 33%,000 from Cilasg during EWNL. GFiss sued Mix

because of Mixs fGilure ba disegver ehe ginbedbonaene. Mix was waawace of the .

embezzleaaear. Whicl of the Gbllowisg 3 Mix's best efopme?

2, The andit was rarfumaed e accordince with g

b The treasucer was Glases aeene amch, tleercfase, Thass wos responsble ke provents
ing Lhe conbezzlement. .

€. The Guaneial starement it wers peeseneed i cocipiknicy weicl GAALL

d Mix ad ne actual knowdeelge of the embezeleaee.

A5 eesule o amalysival pracedurcs, Lhe Aneleperadynr andicor deesrmines thar che pros
profit s declined frone 309 &n g preceding yrar 4o 2000 ja e currene yeae Tha
atdiar slnuld

& Dcomne ke rsent’s ineenuticare with respect e plas foc deversing ohiz ol
‘b Evalrate mxndgemaenss perfomance f cisising £ lis decling,

. Heqaiee fnetunte disclosuge, '

A Constder sl possilbiliey of 20 ervar i tler Boanal LINEEAF PR

The audiees will mose Sikely perlonn exengive tess o postalle undestatenens of

A, Revenues,

b Asgers

- Linbidieivs.

A Capital.

"

M brsHNg (e exidtonce dseron e an 2850, A aeclicor ardinarily wocks e che
v Financizl zpaentenes 4o the poaeatially ueecgeded dbeos,
b, Potetially unrcordod dteens ve i dnaneial SLMEL 1905,
< Aocuunting oooords fo ohe sugmorting ¢uiclenee,
e Bugaottiog cvildeace e seeoualing recosks,

I genticlerding maderiafivy for Plndiage puiepetes, an aoditar beliewes thag risitates
';l'm!uhs sEgeegmeing S1CRDOD would have 1 mazerial offecr on an Chiily's inggipne
seatecaent, Lt thag suesticonsgats wonld have 0 apeeiace 5200000 oo i terially
Alfest 3w talance zheet, Ordinazily, it wonld be zppropriate destrn agdiriog
procechizs tlac would v capected 1o dereer nizsicerients chae B iromace

Lz RI0.000

b 315,001,

.- H2O,000. . '

A B30nnn,
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12, Tl risk by oecagsliooe sealk cereludes, o e sulsiantive Leste, Ui a pvaie iad veppr
Ao sl exad foan acesaant belanes sehew, U e, soch srror daes esist s nalerres]
a%
4 3:'|||||:l|i|||_:I risk.
B, 1dececricn riski
c. Moasanigsding vtk
o Libwesene rink.

1z.  lheronc rigk aed cousrel sisk dillie feomw dareccéon visk i it inherent sk sl
cantrial risk aze
A Elemenes o ashin eisk, wehile deegiioe pisl i e
Tu. ﬁh.'llli;c-:l 1t the aucdivn's discretivn, sehidle detection risk 15 ot
e, Coosideaed ab el ndivnduat aecetnr balaace Jewel, while dewcrion risk is ok
d. Fungtioqns of the elivnt annd it enviepnmsen, while deegglion visk 3= ael,

L3, Whiglr sof ehe Rolfioasiog awshie visk conmegresieones nsay b assessed A pogpingliLive

L b T
. Candind LNV ey
Tk ke 15k
o [ Yok W
[ER ey s T
1. {3 s i
ol Tis M N

4. Oz the fazds ofuudiv vvigzncs gaclbesed and ewliated, a1 auditor Uueides o increase
i aztoscd lewed of coatrol risk fam shag oziginally plined. Ta achicve an oeenll
audit gisk bevel el is sadmagzitially e e s ahe plaeted asclit zisk lewsl, che
audhitor wouldd

« Iicrease irlyowenr cisk.

b [uercase macerialicy Jewels,

G, 1Deercase sulistzpgng LTI

d. Decrease dateotion risk,

=

13, Whicl el dic Tedlawiang imstpal conorol agaivicips popal fikely achlrezees the eoanpleie-
ness assenion foe inwentory?
a. Wml:-i:u.—lwn;cs:: ZCCCHLIAL 05 pn::riudicﬂ[':." recgieiled with m!r!-:il]i:l.f}' revands,
L. Braployoes iomonsibde Ror custenty of Noshest goods dao oo peefanae 2be coceiving
[Licnion,
o Boecoiving repore agg prepombered aud poriesctically nooonealed. _
d. Thees i 1 separation of adnties between payzell depaoment and bventory

sccontnking '|:-:'rs-m:.|1n1.

16, Wleich of glis r-::JIuwin_g conlrols nose |ik|.'!'!.r was 'IL:'Ip easine chiat #l exedie sales
ceassactions of am exlicy werr recorted?

A The Bitlirg Jepactoacnt sopercizsr sends copies of appeavccd faled axdais ta the
crodit depamment for ceabigasizon o aut havized credit Hmis sed o gyzsoessr
accenig bl wzes.

The acoountigy depatanest sopervisor Indepeodeecdy secoscites e aocokne

receivalle subsadiary hodgee te che acconms reccivable control accaant nonthly

€. The acoounging epaiment supervisee caooesls ¥l radiliag ol ooy -suane-
g 3 edeibaees ol igeessagaes aeyg glafeecnees copLed by cososmagrs,

di The balling deparoseys appereiior naatches peenuanbered shipping docmbens
wirk cuerics a1 the sales jroamal,

Is
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Wiizch af the follewing contral wenrhl ac sy mant kely wse by safegoanding

agee the bz ol wearkecalile Aveuriciesd

3. duy indepenclent wwst campany thar Igs @ direce contaet with Lhe chTpleses
ot hawe record-kevping responsibilies las Posicdsion GF the secwrities.

L. Tle fnsernl audiear verilies the enarkentle securifies i tlhe encicy's safic snele year
e e Tutiege slwee dace.

o Ve independenc. anditor rraces alt parchiases and sals ef wacketalle seouritivs
theenpdy the sobsiddiary ludgers ro ¢le pgroeea] leduer.

do & desigoced meadser of the Boaid of diescrors conergds glae seeurities in o bank

sate-depnsit bax.

17.

13, Mdeer odmining 2 unlerstandimg of an PRLICYS bleral] conrl 3l systean sk LU SR

conteof risk, an andfieur nese nay )

2. Pesfonn wesis of contrals IR AR s Ao o Gt ane ebediad T
the mangial staden s,

by Consider wherlics evidentizl iagner is wrtilibife oo suggere o factlee celuctinn in
the astcmeed Pewel of cenringl sik.

e Apply amlaical procedurcs as sulltaative 1wsts to valid=te gl aseged level 4
coniral risk, ’

d. Bvalaae whetier the futernal controf sndent policies aad procedieres dagecred.
lizberial laisskecmienes in the lngaelal SCATCI L.

19, MveEness b inteneal conerel cer teeesradintgr reei g of e tipencar maay cagse an

andicor ry

3 Trace adilitians we e "neler g™ FEvedint m el for eguiybent iy s sill
en hand bue g Faser Lot arge gl

b Slect eortaim stung oF equivanciar dvam e AL ouningG sovands sl locoie cleny i
tlae plawr,

€ lmmeor cemaim dtepng wf sduipaneat i e pliag angd race e itk ghe
oGOl receds, '

do Feevigey 2l subsidiary Fedper to adcersip whahor @epreciadon was b on cach
e al eipuiprreat duringg dhie vea.

AR dudiee enst Dhely el oo anonlity's poriodic wcounding furc g
oumesical segeence of shipping dovuinens aod i neices e IRpPRIT ramagseat'
nancal satement asserrivr of

2. DXIMNC: o7 ooditrocge
~b Pighies ang oblipyjons,
"o Valradon or allaca o,

d Complelaneg;,

21- Anardicar desived e e cendic aprpirval an [0 sales davoices procesagsd dlll:iil:@
e vear Fla- Albor dvsivoed o stxtisteal sanaple that weensld providk 2 b peroent gk
of assesting cantrol risk foo Pou CrPs conlidoree) diae not e tlan 7 peiceut o
the sabes inveices fcked appoval. The audine witineied fan provisis expericncge
Elert bt AW oF the sdus ivaees lacked appraval. A sl ol 280 invoices wig
sramiveds 7 ol cheng were lacking 2ol The awdieer e dersreioed the P
LR CLIElcEce Tinmin ko Jun 9% :

I the svaluation of this surnple, the aodieer docided v jaerege fa leve] of el

prolintiary asseaniene o cantesl ritk bespuse the .

3, Toleralble moc (PF) was foss o glye achieval agger povurengg it @l

b BExpecior owctpence ene (PR veus e tFin dhye frrrcensnipe of erggds ae thi
salvple (31404, : '

€ Mchicred apper ocenreence nic 0¥ pevcent) v aiuze thap el persculage e,
erroes in gl saznple S

d. Expoceed occnronee §ane [ZEERY s less i the wlerable paoe (7%,
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24,

25,

A audenon phina ta exanine o saanpie of 1 cliccks for LOUIMTSIZLII NEFSS 35 PRSIl

by gl gligne’s ineenml coooe] procceduns, Cuee of che ¢leets 3 the chasen susiphs

of 2wzt b fpund. The audisar sthicwl eonsider che reasons fer cis imitaticn aimd

a- Evalwate the spanlls a5 00 the sawgde size bad beon 17,

b Thear Whe enissing cleck as am verne e gl peirpose oof avalpaging (he sangple.

£ Trea the mivading chedk i Ui s swamer in which the majerite of the ailes
19 clweeks ars eregucd, that &5, a3 cost e oigned or ner,

d. Cheese ancther dlizck wheoeplace ¢he stz check e ey sample,

The diagean below clapice the amliror's ciimsasd masmun devatton rate poin-
|ur¢ﬂ wirly 'IIZII: 1alesalle race, ARl Alser q]ppi{;h; the wene F“F:ﬂ;“:i':'" deviadion e
crmpared with e ooleralde rabor

True Suaee OF Bapalncios

Aditars Dewlatipn nalc Lxevlapionr rare
Estinnare W fors Mean i decdT .
Hased O Todorabls vata tolerudle surg
Fample Poesules
Magimu i deviacion tae 38 bees f It

than w2leplle rate :
Pebaxiimzm devisdon rate escecds I I

wlerable e

A5 o resalt of ceses o cantrpls, the andilor assesses conerad risk hipher cliag deecssary,
and zherchy inceeases slamauive vt This is illusooaed by situation

a b

T, [N

¢ T,

4[5

Wil is an adicoe’s cvaluition ol 9 saristieal snple for 31eiluates wlion a test Sk

dacititents codults a0 3 oviatéons, i el colopble corurrencs Tarp i P, e -t.a-i.p:l:l.-g_!,!

ofcwrmeree racg is D%, and tlee alloees g ee smapling ik is 2

A. Medify the plnaed assemed bawel of conuol sk, lecnwse ghe wlorable rate plu
the sllowznee for snpling fisk cxoceds e cpeeted pagmlztion doviateon rats

b Accepe clee samaple wesulis as support B e plinned assessed tmwn] of contcal visk,
becanse the saanphe devistion 1aes plus the ablowance fer subpling rick esceeds the
talerable cage, '

€. Aggepn the snagple wosualis as supgett fer o placomed assussist Jesl ol conesl ek,

brcause (g rolerable raty less dhe allowange G sarapling risk eouats the expeccnd
population devigsion ratw. )

d. Madily e plinaed asessed fevel of camzal risk, Teeause the smaple dergarion
e plus the allewsnee Bor sanpling risk cxeveds the caleeble e,

N2 a probabificy proportional w size sunple with 2 samapling igereal of $00,0040 am
ancdieng dliseoverid thae x relesied agcovar veocivalde witl a sevurdod anoant 4
E3,0HIF Jxd o apeadic amasnt ol 330000 The prajececd vreror of rhis sanple was

5, 3,000,

. S4.000.

4, SA00,

d. 53,044,

A COF S s )
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26

27

2%,

A,

31.

71+ Bt~ S48

Wiliels o the Gollowing st hkely arould T an advastage in wsing elnssical varsalles

sapling vanlsck than profabilivy propestioual to size [(PRE} sanuplin?

3. An sstinage of vl stapsdaeg dewincion of tee popalation's secocided amonms i not
e oqaiced.

I The andiver racely needs abe asisonce of 1 compoter program 36 design an
efficicat aqple,

¢ [nebusion of 2ere snd pepative hatneces geoveally does oot requine speciel design
cimnsidematicus, .

d, Ay amoung cha s Individuatly sigoificant is antomatically adcoealied nmnd slected.

WEaclh af the foltowisg statemeats orclinacily is included aroun the weittes elacoe

pepredenldtiong olinned Ly the apcivgr?
Manmagermene ackiowledges that there ane s watersal weaknesses in insrnal
L'DI.'I!I"_'J.

B SalMweient evadeatéal anaceer has been madde peaililde to perindt tle 1ssoanes’ of an
u:ltqualif"qi[ -Ijl:li:ﬂ eI,

£. Compansating balages 263 other srmngemes invelving restrictions on
Talarees have Teen diselgscd.

d, Mamsgement ackiowkedges repontibiliey for llogt acticos coomosined bg.-' k-

ployers,

A ‘|l.|l:| bt firoLTan don wxanLine |!:|:II1.,_-|:-\.rI:It elst st J|'|u:'|}' bl ld IIbE|IIﬂ¢ El B
el ped ined

a. Cﬂ“-"f"“““’h rhg caevyisig 2 IRt o tlae Folab oo s peac-end marrker vabuc,

b. Corrclating intenust expenss cocorded For the pericd wilh sopiiding debr,

£, verifune the existenies of vhe Bolders of the dube By dirgcr confioaticn.

d. [usgectings £l acoaonts |:1.'|:|-',1'|,5]|,"s.u’hs.'i|:|i_1.r'5' ledprr Bor unrceazded Jongsreom debe.

To 1'.;|,|i5f':,l tlae waleiaghont assercisen wl=n .'u,n;lil:i:li; au dnvestotcal aecounged for |.‘.|:|" #la
-e;l.]ui.t:,' |1:u:.|;|:u;||;|r an aedigor mupst |:“:E!:|r wanli .

a. luapect dhe stock certaficates veadencing e javesinen,

b. Exarwine gl awcjoeel Foaasiab seaceemems of the fmcestes LOInpIE

e Bevicw U brodior's adee or sancehat cheek, For 1l jnvesmient's 1eguisition.
d. Qbeaim markes gracacigns fiven Goaucial pewspagen ar pronaodecali.

A aodiver shoutd Tequsst chat aw awadit clicier somd 2 Sptter af ill-.tu.ir:r ra tlioss

ALLarne vl wlann Laavw becar caansulted rnrli:\um'ing |i|i|..:1l e, clidin, vz atesaaneses, Thie

pri;maary reasan For alie regquest 35 g poovids

. Tha aTdnion gf 1 qu-:i:'lis.l at b wlnethyer Jss 1:|,:||1|:i|1!_;-!:|1|:i|.'1 are pussi.|:-||.', p:r-u!:al}!t,

i B L] TETH o

be A doseriplion of Tuigation, chinet, ad ssscssiness dikn lave o rossonable
possibiliny of unfvoralle sundsine,

£. A olbjogtive sppraisyl al’ Miparaee’s wodicics presEdunes .'.dl:.pl:-mI Far
idTzumlving and cvaluatiog bewzl amateers,

A Tle corsalaratian al i alomiesn eogidied Ly FINN BT 19CHIE mln:n:mlu;,
litigaticus, clainas, wad asessouenes.

. MRer iuieg 2 peport, a0 zodidor Jes ae oldigaticn tooaeke contisbmings wssaccs o8

pl.':rF:-rn:l othuer |.1I'l;!I-E.'I.'|.'|tITE.1 i:!_:n:u;.:rnl'l:ug e auclioed Bnancial sazcmonts, onles

a. toforakitiun that existed ot e epeert date aoel iaay afloet dhe repeont conaes w ee
A liresar s A2gen, i}

b. Planigcaicnt of tlhr entity noqaests ¢he saditer o seisae e andioor's repoe,

£ iRk iva aboct an cvent 1hat s e alberuse cnd of Gl sogk ceanes o che
audior’ s aLLencion.

d. Final sbeteciodnaciis o1 rescsdutiens ane e wF 1.I.1I1|:tI:IL';\'.'I:ILlI.5 l:|i.l.|: ||.1-:| |.:-L't|i
dizelesed 1y tlae linamcial suacenedns, -
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22,
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En wdiick af 1l Rellowinog stoatioas weald a principal aadicoe Eu. Jrme Tk ly v rnadsl

refeeesee oo Aagthes auclieer vl audiond o sailsidiary of ol e

a. The other aeitoe was cotinee Ty ¢he nriogipal aodigst and the wock '.'g.i
preclsermed oder B prmvipsl audier's goadaoes aed eoaeol.

be Tlae principal sadiser (s i3 Faseracticalsle worevies g goher sndioor werkam
gtlveredse b salisfiegl a5 we the ool andicor™s vk,

o The fasacial satcanens 2odised by che gtlee aeclivor are @aecrad oo ,IJ].ﬂ
congrdiclied fimdneial satemeae doverod by the peincipal andiver's epimioe ~ 7

s, The wrincigal nudiper is oenble o o smilisl ar e e independace3qd
professional repusagion <l the ocdier andicor,

Wlaesn ant aunlivgr expresss pn adngrse apinicn, ohie opivion peragreph Soald bchode

a The prisgipal elleces of dhe deparuze from geaerally aeccpsed aocouncing
priveiples.,

B A clircee refarence e o sepaeate p:mgrnph clisclosing e basat fue Lhe apinion.

. ‘The substantive reass Gar gl Minancial saeoene being misleading,

& A dusoriprion of the unooitaincy ar seape linitation that prevents an wragalifisl
M,

M |:||:|i|!:t|.-|.'-|:| w1 gl ELopa ol 211 aneskit mpllyient b prmh.l-:l-.. n |_1|11;_||.|'||1f|¢d npfrll.qn"

wiall I.I$1IJ]|:| resaele welien nlnagciesiat
a. s vnabile 4o Adadn sudicgel Branginl staneimees supparckng clye sneiys uw»smmﬂ

iak 4 Fuccige 2absidiame
b Leafiases o dliscless s eha aaces 60 Lo Maaaeioh statements relakeel=packy truu::-;-g

Hend autdwerizod by the boad of dingstnrs.
G Rovs nog spn ae copapdineag Jeeeer speealying ¢l responsibilities af Lael IJl'ﬁ'

antiby el dhe aedidor )
d. Eails 1o et o el aomshiicor coimmmivated o the aodil coanoaiteos 3R

Lhe pricer yeac's awclit,

Which gf the Rellowing peeoodus mest likgly woubd be ioclodued 1 A rewiew
engaiEcrniend af 4 ngppallic gerigy?

X I,'-'|'¢'-J'\-L;|.|;:i|1|._-=I a bauk transfer scluslule.

b, loguecing absul cdawed-party crpaions.

e, Asgersio clae imernal congesd system.

d, Performing cotofl tests on sales wiad purchates tnsicuons,

Purie 3 CPA i publie practic: Le dndepemleac io lact and appeatance selen praviding

the E-nﬂml.'ing soTviers?

Cwnprlarran Luwenpilutine
of s Frgunaio ol n
e C A el
shaloamceis fr retane Jnroosf
a. g [ o T
k. [ Mo i
. T [las Mo
d, (et Yex o




