A

Absolute assurance, 17
Acceptance of clients and
engagements, 45
Accounts, 303, 310-312
Accounts payable, 160—
161
Accounts receivable, 150-
153, 159, 221, 312
Account-balance
transactions, 57-60
Accounting. See also
Generally Accepted
Accounting Principles;
Statements on Standards
for Accounting and
Review Services
cash basis of, 308, 310
changes in, 271
comprehensive basis of,
260, 308-310, 443-444
equity method of, 176
income tax basis of, 308—
310
interim financial
information and, 333—
334
by predecessor and
successor accountants,
445-446
price-level basis of, 308
standards for, 411
Accounting estimates
221-227
change in, 254
description of, 221-222
of fair value disclosures,
225-227
in financial statements,
223
misstatements in, 61,
222-223
preparing, 222
reasonableness of, 223—
225
Accounting for
Contingencies (SFAS No.
5), 16, 207

Index

Accruals, 221
Administrative
proceedings:
departure from position
concluded in, 475
knowledge of error in,
479
Adverse opinions, 265
of financial statements,
272
of prospective financial
statements, 369-371
Adyvisory services, 451
Agreed-upon procedures,
359-362
assertions for, 359-360
attest engagements for,
357, 359
changes to, 362
for compliance
attestation, 393-395
conditions for, 360
findings from, 36!
for prospective ‘inancial
statements, 271-374
reporting o0, 561-362
representation letter on,
362
Agvecnients, unusual or
c¢oraplex, 159
AICPA Code of
Professional Conduct, 38,
485
American Institute of
Certified Public
Accountants (AICPA),
415, 451
Amortization, 221
Analytical procedures,
141-143
Annual reports, 291
Antitrust regulations, 79
Appropriateness of
evidence, 126
Assertions, 352
agreed-upon procedures
for, 359-360
completeness, 174-175,
180
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existence or occurrence,
174
management, 126127
presentation and
disclosure, 177
rights and obligations,
175
by testing financial
statements, 147-149
valuation, 175-177
Assessments:
of control risk, 105
lawyer inquiries on, 207-
210
preliminary, 103
Assets:
disousal of, 217
wisappropriation of, 74—
75
physical controls for, 97
sale contracts for, 315—
317
transfer of, 200-201
Asset approach (business
valuation), 503
Assistants, 47
Assurance:
absolute, 17
reasonable, 17
Attestation risk, 402
Attest clients, consulting
services for, 452
Attest engagements, 351—
358. See also Compliance
attestation
consulting services and,
358
definitions for, 351-352
documentation of, 357
information in reports on,
357
negative assurance from,
355-357
opinions from, 354-355
to perform agreed-upon
procedures, 357, 359
preliminary activities, 43
professional requirements
in, 347
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reporting objectives of,
48-49
scope of, 43, 48
SSAE hierarchy for, 349
standards for, 352-353,
516
subsequent events and,
357
Attitudes, fraud and, 73—
75
Attorneys, see Lawyers
Audits, 41-51
checklists for, 50-51
compliance, 335-338
documentation for, 86
dual-dated, 182
evaluating, 61
first-year, 254
interpretations of, 47
planning, 43-45
references to PCAOB
standards in, 276
scope of, 49-50
service organizations for,
115-118
skills needed for
performing, 45
strategy for, 44
supervising, 46—47
Auditability of entities,
103
Audit committees:
communication with,
233-245
fair value and, 139
illegal acts and, 81
interim financial
information and, 333
internal controls and, 95
management discussion
and analysis and, 406—
407
Audited financial
statements, 263-276
accounting changes and,
271
adverse opinions in, 272
cash flow statement
omission and, 270-271

Index

change in opinion on
prior-period in, 273-274

departure from GAAP in,
269-270

disclaimers of opinions
in, 272-273

documents containing,
291-292

evaluation of, 86

explanatory language for,
265-267

inadequate disclosure
and, 270

interpretations of, 275—
276

piecemeal opinions in,
273

predecessor auditor
report of, 274-275

reports of, 265, 279

scope limitations and,
267-268

standard report on, 263—
265

uncertainties ond, 268

Audit evidene, see

Evidential matter

Auditiny Standards Board

(ATCRA), 455

Auditors, independent.

See also Generally
Accepted Auditing
Standards
appointment of, 41-42
communication by, 120—
121
financial statements
prepared by, 263
independence of, 38
on material weaknesses,
120-121
predecessor and
successor, 63—-68
accounting principles
consistency between,
66
changing, 63—64
communication
between, 445-446

comparative financial
statements and, 440
financial statement
audits by, 274-276
financial statement
reauditing and, 67
illegal acts information
to, 81-82
misstatements found
by, 67-68
non-GAAS guidance
on, 68
preengagement
communications of,
64
public warehouse audits
and,; 342-343
rezponsibilities of, 29
visk assessment by, 91—
92
training of, 38
written communication
by, 120-121
Auditors, other than
principal. See also
Internal audits
audit partially performed
by, 285-287
documentation by, 6
examination partially
performed by, 371, 387-
388
opinions based on, 266
Audit procedures, 33
on litigation, claims, and
assessments, 207-210
omitted after report date,
247-248
on related parties, 189,
194-195
Audit risk, 53-62
in account-balance
transactions, 57-60
in confirmation process,
145-146
of error and fraud, 56
in evaluating findings,
61-62



in financial statements,
57

materiality relationship
to, 53-55

in securities trading, 172—

173, 175
Authority, assignment of,
95
“Average prudent
investor’ standard, 53

B

Balance sheet dates, 303
Bank trust departments,
115
Basis risk, 172
Board of directors:
communication with,
233-245
internal controls and, 95.
See also Audit
committees
Borrowing, 217
Business ownership
interest, valuation of, see
Business valuations
Business risks, 92-93
Business valuations, 205,
427, 499-510
adjustments to, 504
asset approach for, 503
assumptions and limiting
conditions for, 501-502
calculation engagement
for, 505
conclusion of value in,
504
conflict of interest and
independence in, 501
contractual agreement
for, 500
cost approach for, 503
documentation for, 505

income approach for, 502

market approach for, 503

multiples in, 503

nature and risk of, 500

in personal financial
planning, 486

Index

qualifications for, 499—
500

rules of thumb for, 503—
504

specialists in, 500

subsequent events and,
504

valuation report in, 503—
510

C

Calculation engagement
(business valuation), 501
Capitalization of earnings
method, 502
Cash basis of accounting,
308, 310
Cash flows, 132, 137, 254,
270-271
Change controls, 133
Charitable entities, 291
Claims, 207-210
Class-of-transactivn
considerations. 57--00
Coexisting firaacial
statements, 153
Collateral, 135
Collusiea, 107
“Cynotort letters,” 323—
328
content and format of,
326-328
limitations of, 325
to multiple accountants,
326
parties receiving, 323—
324
shelf registration dates
and, 326
Committee of Sponsoring
Organizations (COSO),
16-17
Commodity warehouses,
339
Communication:
adequacy of, 243-244
on audit requirements,
337-338
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on compilation and
review of financial
statements, 416417

documenting, 244

on fraud, 77-78

on illegal acts, 81

of interim financial
information, 333

of internal control related
matters, 119-123

in personal financial
planning, 486487
practitioner checklist

for, 244-245

of predecessor and
successor accountants,
445446

oy nredecessor and
successor auditors, 63—
68

with those charged with
governance, 219, 233—
245

timing of, 243

written, 120-121

Comparative financial

statements, 437-442
definitions on, 437
departure from GAAP in,
439-440

disclosures in, 442

entity status change and,
442

estated prior period
financial statements, 441

predecessor and
successor accountant
reports on, 440

report of periods
presented in, 438

step-down in service
level and, 438-439

step-up in service level
and, 439

Competence, internal

controls and, 95

Competencies, 461-462
Competition, 96
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Compilation and review of
financial statements,
413-427

communication on, 416—
417

compilation of specified
elements/accounts/
items, 429-431

definitions for, 413414

emphasis of a matter in,
420

engagement changes and,
423

performance standards
for, 93, 417418, 424—
427

prescribed compilation
report forms, 443—444

pro forma financial
information, 433—435

reporting on, 415416,
419-423

requirements of, 415

restricting use of report,
421-423

understanding with entity
on, 414

Compliance attestation,
391-400

agreed-upon procedures
engagement for, 393-395

client-prepared
documents for, 399

conditions for, 391-292

examination engagement
for, 395-398

report modifications for,
398-399

representation letter for,
392-393

services in, 391

Compliance auditing,
335-338

Comprehensive basis of
accounting, 260, 443-444

Condensed financial
statements, 297-298

Confirmation of evidence,
129

Index

Confirmation process,
145-162
for accounts payable,
160-161
for accounts receivable,
159
alternative procedures
for, 158
audit risk model and,
145-146
electronic, 156157
forms and exhibits for,
151-153
nonauthoritable
professional guidance
on, 154-162
on alternatives, 162
on electronic
confirmations, 157
to improve response
rates, 154-155
on negative and
positive
confirmatiors, 155—
156
for nonavdit areas, 162
on requests not to
coulirm, 157-158
usiag client personnel,
158-159
performing, 149-151
for related-party
transactions, 161
testing financial
statement assertions by,
147-149
for unusual/complex
agreements/transactions,
159-160
Conflict of interest, in
business valuation, 501
Consent letters for
predecessor and
successor auditors, 63—66
Consideration of Omitted
Procedures after the
Report Date, 5
Consignment inventories,
168-169

Consistency, 267
Consultations, 451
Consulting services, 358,
451-452
definitions, 451
standards, 452
Contracts, 222, 312-317,
500
Controls, see Internal
control of financial
reporting; Warehouses,
public
Control deficiency, 16, 119
evaluating, 120
material weakness and,
120
Coraroilership, 427
Control risk, 58-59
in attestation risk, 402
in confirmation process,
146
risk of material
misstatement and, 59
in securities trading, 173—
174
of service organizations,
116
of small and midsized
entities, 102—-107
Corporate restructuring,
96
COSO, see Committee of
Sponsoring
Organizations
Cost, valuation based on,
175
Cost approach (business
valuation), 503
Cost-benefit analysis, 94
Court decisions,
departure from position
concluded in, 475
CPA Letter, 34
Credit risk, 172

D

Data processing, 115
Dates:
balance sheet, 303



dual, 182
report, 277-278, 305—
306, 421
shelf registration, 326
Debt, 177, 217
Declining industries, 58
Deficiencies:
in internal control design,
121-122
in internal control of
financial reporting, 20—
21
Depreciation, 221
Derivative instruments,
see Securities trading
Design, deficiency in, 16,
121-122
Detection risk, 58-59
in attestation risk, 402
in confirmation process,
146
in small and midsized
entities, 103
Detective controls, 16
Dilutive practices, 166
Disclaimers of opinion,
265
in financial statements,
272-273
illegal acts and, 81
on information with

financial statements, 29<.

on prospective financial
statements, 370-371
for unaudited financial
statements, 259-260
Discounted future
earnings method, 502
Distribution of reports,
280
Documentation:
of analytical procedures,
143
of attest engagements,
357
in business valuation, 505
of communications, 244
for compliance
attestation, 399

Index

confidentiality of, 214
content of, 211-212
of control risk
assessment, 105
extent of, 212-213
of fair value, 133
final audit file assembly,
214
of fraud, 78
general guidance for, 5-6
inspection of, 128
modifications after
completion of, 214
of prospective financial
statements, 373-374
of quality control policies
and procedures, 457
for small and midsized
entity internal controls,
101-102
of substantial doubt of
entity as going conesrn,
219-220
testing controls wifhout,
104
Double-coviied
inventory, 107
Dual finaicial statements,
282,
Duc diligence defense, 323
Due professional care, 33,
38, 147, 319

E

Economic uncertainty,
170
Electronic confirmations,
156-157
Electronic media, 157, 292
Emphasis of a matter,
226,267, 371, 420
Engagements:
acceptance of, 45
performance of, 457
for personal financial
planning, 485-487, 491—
494
Engagement letter, 42-43
Entity-level controls, 18
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Environmental protection
regulations, 79
Equal opportunity
employment, 79
Equity method of
accounting, 176
Equity securities, 177
Errors, 107, 254
audit risk and, 56
tax preparation and
knowledge of, 477, 479
Escott v. BarChris
Construction Corp., 53
Estimates:
independent, 137
in tax returns, 473
Ethical values, 94-95
Evilential matter, 125-
129, 200-201
absence of, 80
audit procedures for
obtaining, 128-129
of fraud, 7677
management assertions
on, 126-127
Existence or occurrence
assertions, 174
Expenditures, delaying,
218
Explanatory material, 31,
347

F

Fair value, 131-139

accounting estimates of,
222,225-227

audit committees and,
139

disclosures of, 138

entity’s determination of,
132-133

GAAP conformity of,
133-135

GAAS guidance on, 131-
132

management
representation of, 138—
139
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securities valuation based
on, 176
testing, 135-138
FASB, see Financial
Accounting Standards
Board
Federal government,
Generally Accepted
Accounting Principles
and, 250, 251
Federal securities statutes,
329-330. See also
Securities and Exchange
Commission
Field warehouses, 339-342
Fieldwork, 33-34, 277~
278, 282, 352-353
FIFO to LIFO costing,
255
Financial Accounting
Standards Board
(FASB), 138, 171, 200-
201, 226-227
Financial assistance, from
governments, 335-338
Financial forecasts, 364.
See also Prospective
financial statements
Financial reporting, see
Internal control of
financial reporting
Financial statements. See
also Internal audits,
Internal control of
financial reporting; Pro
forma financial
information
accounting estimates in,
221, 223, 225
assertions on, 174—-177
audited, see Audited
financial statements
audit of internal control
over financial reporting
integrated with audit of,
15-25
auditor association with,
257-262,293-295

Index

audit risk and materiality
of, 57
coexisting, 295
comparative, see
Comparative financial
statements
compilation and review
of, see Compilation and
review of financial
statements
comprehensive basis of
accounting for, 308-310
condensed, 297-298
confirmations of, 147—
149
disclosure in, 257
evaluation of, 85-86
FIFO to LIFO costing
and, 255
fraud in, 71-73
going concern problems
and, 218-219
illegal act effects.on, 21
interim, see Internn
financial information
inventories.in, 164
law effacte-on, 335-336
materiai;ty for, 60
for ether countries, 281—
284
personal, 447-448
in prescribed forms, 443—
444
presentation of, 85
pro forma, 328
prospective, see
Prospective financial
statements
reauditing of, 67
related parties effects on,
191-192
in SEC filings, 424
special reports on, 307
trial balances vs., 426
Finished inventory, 167
First-year audits, 254
Flowcharts, for internal
control, 102

Food and Drug
Administration, 79
Forecasts, see Prospective
financial statements
Fraud, 69-78
audit risk and materiality
of, 56
communicating about,
77-78
confirmation process and,
160
definition of, 69
documenting, 78
due professional care
standard and, 38
evaluating evidence of,
7677
1 financial reporting,
71-73
in internal control of
financial reporting, 18
in inventories, 166—167
management discussion
and analysis and, 406—
407
management
representations and, 70—
71, 181
material misstatement
from, 75
misappropriation of
assets as, 74-75
responding to, 75-76

G

GAAP, see Generally
Accepted Accounting
Principles

GAAS, see Generally
Accepted Auditing
Standards

Generally Accepted
Accounting Principles
(GAAP), 56

application of, 253-255,
319-321

conformity with, 289,
316-317



departures from, 269—
270, 420-421, 425-426,
439-440, 443-444

on fair value, 133-135

omission of disclosures
required by, 427

“present fairly in
conformity with,” 249—
251

on related parties, 191—
192

supplementary
information required by,
295, 299-301

Generally Accepted
Auditing Standards
(GAAS), 33-34, 37

client understanding of,
39-40

on communicating with
those charged with
governance, 233-241

on fair value, 131-132

on management
representations, 179—
181

of planning and
supervising audits, 41—
51

checklists for, 50-51
interpretations of, 47
supervising, 46

on predecessor and
successor auditor
communication, 63—-68

quality control standards
vs., 35

statements on, 511-514

General Merchandise
warehouses, 340

General use of prospective
financial statements, 364

General-use reports, 279

Going concern, entity as,
215-220

in audit reports, 219

financial statements and,
218-219

Index

management plans for,
217-218
problem conditions on,
216-217
substantial doubt of, 215—
216, 219-220
unsuperseded
interpretation on, 220
Goods stored, see
Warehouses, public
Governance, 45
Governance, those
charged with:
communicating with, 219,
233-245
defined, 233
identifying, 234-235
Government. See also
Securities and Exchange
Commission
compliance auditing fer.
335-338
Generally Accepted
Accounting Principles
and, 250-251
Government Auditing
Standards; 335

H

Redging, 177

igh tech environment, 58

Human resource policies
and practices, 95

Hypothetical conditions,
in business valuation, 501

I

Illegal acts, 79-82. See
also Fraud
audit committee and, 81
audit report and, 81-82
financial statement
effects of, 81
possibility of, 79-80
Impairment loss, 176-177
Implementation
engagements (personal
financial planning), 491-
492
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Implementation services,
451
Imputed interest rates,
222
Incentives/pressures, for
fraud, 71-72, 74
Income approach
(business valuation), 502
Income taxes, 308-310,
425, 427
Inconsequential
misstatement, 16
Independence, 456, 501
Industries, declining, 58
Industry controls, 92
Information technology,
84 $4-97, 99-100, 115,
205-204
information technology
(IT) professionals, 45
Inherent risk, 58-59
in attestation risk, 402
in confirmation process,
146
and risk of material
misstatement, 59
in securities trading, 172
in small and midsized
entities, 102
Inquiry:
obtaining evidence by,
128-129
in tax return preparation,
471
Insurance, 341
Intangibles, 221
Intangible assets,
valuation of, see Business
valuations
Integrity, 94-95, 456
Interest rates, 222
Interim financial
information, 331-334
accountant reports of,
333-334
audit committees and,
333
internal control and, 332
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management
representations of, 332—
333
review of, 331-332
Internal audits, 18, 109-
114
audits and, 111-112
effectiveness of, 113
function of, 109-110
reliance on, 112—-113
staff competence and,
110-111
Internal control. See also
Internal control of
financial reporting
communication on, 119—
123
control risk assessment
and, 173-174
interim financial
information and, 332
limitations of, 121
Internal control
components:
control environment of,
94-95
risk assessment of, 96
Internal Control-
Integrated Framework
(Committee of
Sponsoring

Organizations, Treadway

Commission), 16
Internal control of
financial reporting:
audit of, integrated with
audit of financial
statements, 15-25
deficiencies in, 20-21,
382
definitions in, 15-16
design suitability of, 389
engagement conditions
and, 381-382
examination of, 382
examples of, 23-25
fraud considerations in,
18

Index

management reports on,
292
management
representation of, 382—
383
materiality considerations
in, 18
opinion of, 21
opinion vs. examination
of, 389
planning audit of, 17
reporting on, 383-386
report on audit of, 22-25
scope limitations and,
386-388
segment effectiveness of,
388
subsequent events and,
388
testing, 20
walkthroughs of, 19-20
written representation:
of, 25
Inventories, 163-17Y
accounting es‘in.ates of,
221
consignmesit, 168—-169
counting, 165-168
econvmic uncertainty
and, 170
rIFO to LIFO costing of,
255
fraud and, 166-167
high tech, 58
observation of, 163—-166,
275
post-counting, 169-170
using specialists with,
169
Investments, see Securities
trading
Isolation criterion, of
FASB, 200-201
IT (information
technology)
professionals, 45

J

Journal of Accountancy,
34

K

Known misstatements, 54,
61

L

Laws and regulations. See
also Generally Accepted
Auditing Standards;
Securities and Exchange
Commission

changes in, 96

compliance auditing and,
325-.338

caompliance reports on,
312-317

examples of, 79

specialists on, 200-201

violations of, 183

Lawyers, 207-210, 323

Leases, 222

Legal risk, 172

Liabilities, 315-317, 340

LIFO costing, 255

Likely misstatements, 54,
61

Limited use of prospective
financial statements, 364

Liquid assets, 54

Liquidation, 215, 275

Litigation, 207-210, 222,
303, 426

Local governments,
Generally Accepted
Accounting Principles
and, 250, 251

M

Management:

accounting estimates by,
61,224

communication with,
233-245

disagreements with, 240

disclosures omitted by,
425



entity as going concern
and, 217-218
financial statement
responsibility of, 29
fraud and, 70-71
in internal control of
financial reporting, 292
operating style of, 95
override of controls by,
70-71, 107
related party disclosures
and, 193-194
securities trading by, 178
shareholders report from,
275
Management discussion
and analysis, 401-407
audit committees and,
406407
examination objectives
for, 401-404
review of, 404—-406
Management
representations, 179-185
of fair value, 138-139
of financial asset transfer,
200-201
GAAS guidance on, 179-
181
of interim financial
information, 332-333
of internal control of
financial reporting, 3%2-
383
representation letter for,
181-185
of violations of laws and
regulations, 183
Market approach
(business valuation), 503
Market prices, as fair
value, 132, 134
Market risk, 172
Materiality:
of account-balance
transactions, 57—60
of audit findings, 61-62
audit risk relationship to,
53-55

Index

of financial statements,
57, 60
of fraud, 75
management
representations and,
181-182
planning and, 60
in securities trading, 172—
173
Material misstatements,
38,133
assessing risks of, 91—
107
control activities in,

111-114
control risk in, 102—
107
documenting, 101-102
evaluating

effectiveness of, 101
information technology
effect on, 99—100
internal control
components, 9--96
limitations. of. 107
for smali and midsized
entities; 98—107
understanding of, 100-
101
in financial statements,
92
Material weakness, 16,
119, 385-386
control deficiency and,
120
reporting on continued
existence of previously
reported, 7-14
Minutes of stockholders
meetings, 182
Misappropriation of
assets, 74-75
Misstatements, 53, 54. See
also Material
misstatements
in accounting estimates,
222-223
communicating, to
management, 61-62
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fraud causes of, 75
known, 54, 61
likely, 54, 61
material, 38, 60, 133
predecessor and
successor auditors and,
67-68
uncorrected,
communicating about,
240
Modified disclaimers of
opinion, 261
Monitoring:
considerations in, 457
peer review and, 460
in personal financial
planning, 487, 493-494
pracedures for, 459
Munitoring engagements
(personal financial
planning), 493
More than
inconsequential, 119
Mortgage bankers, 115
Multiples, in business
valuation, 503

N

Narratives, on internal
control, 102

Negative assurance from
attest engagements, 355—
357

Negative confirmations,
148, 152, 155

Net realizable value, 215

Nonaudit services, 47

Nongovernmental entities,
Generally Accepted
Accounting Principles
and, 250, 251

Nonpublic entities, 413,
442

o

Objectivity, 456
Observation, obtaining
evidence by, 128
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Obsolescence of
inventories, 58
Occupational safety and
health, 79
Omissions, 53, 54, 424,
425, 427
Operating effectiveness, of
controls, 84-85
Opinions. See also
Disclaimers of opinion
adverse, 265, 272, 369—
371
attest engagements and,
354-355
examinations vs., 389
piecemeal, 273
qualified, 265, 294-295,
369
unqualified, 182-183,
226, 265
Opportunities for fraud,
72-74
Organizational structure,
95
Other comprehensive
basis of accounting
(OCBOA):
alternative compilation
formats and, 443-444
criteria for, 414
paragraph describing, 416
presentations not in
conformity with, 21£
reports on applicatiot..of,
319-321
reports on financial
statements using, 308—
310
standard review report
applicable to, 491-420
Override of controls, 107
Ownership equity, 218

P

Parent companies, 182,
189

PCAOB, see Public
Company Accounting
Oversight Board

Index

Peer review, 460
Pension trusts, 190
Performance reviews, 96
Personal financial
planning:
basis for
recommendations in,
495-496
definition and scope of,
485
engagements for, 485—
486
implementation
engagements, 491-492
monitoring and updating
engagements, 493-494
reporting on personal
financial statements in
personal financial plans,
447-448
working with other
advisers, 489—490
Personnel management:
in Firm’s systera of
quality ceprtzal, 461462
policies aiud procedures
for, 426
Physical controls, 96, 97.
See.aiso Internal control
ot {inancial reporting
Piecemeal opinions, 273
PITF (Professional Issues
Task Force), 154
Policies and procedures,
95, 100-101, 103
Positive confirmations,
147-149, 151, 155-156
Practice Section
Professional Issues Task
Force, Securities and
Exchange Commission,
68,154
Precision of expectations,
143
Predictability of
relationships, 142
Preliminary assessment,
in audits, 103

Prescribed forms of
financial statements,
443-444

Presentation and
disclosure assertion, 177

Presumptively mandatory
requirement, 31

Preventative controls, 16

Price-fixing, 79

Price-level basis of
accounting, 308

Product services, 451

Professional Issues Task
Force (PITF), 154

Professional
requirements, 31

Pretessional skepticism,
28. 609,170

2o forma financial
information, 328, 375-
379. See also Interim
financial information

compilation of, 433-435

engagement to examine,
376

examination procedures
for, 376-377

reporting on, 377-379

Prospective financial

statements, 363-374

adverse opinion of, 369—
371

applying agreed-upon
procedures to, 371-374

compilation of, 364-366

definitions for, 364

disclaimers of opinion of,
370-371

examination of, 366-368

modifications to, 371

qualified opinion of, 369

Public Company
Accounting Oversight
Board (PCAOB), 34,
452, 455. See also specific
standards of PCAOB
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Qualified opinions, 265,
294-295, 369
Quality control:
monitoring of practice
for, 459-450
personnel management
for, 461-462
policies and procedures
for, 456-457
system for, 455457
Quality control standards,
35,352,424
Questionnaires:
audit strategy planning,
47-50
internal control, 101-102

R

Rationalizations for fraud,
73-75
Reasonable assurance, 17,
38
“Reasonable person”
standard, 16
Recalculation of evidence,
129
Refrigerated warehouses,
339
Regulatory controls, 92
Related parties, 187-195
audit procedures on, 189,
194-195
financial statements and,
191-192
GAAP requirements on,
191-192
identifying, 190-191, 195
interpretations on, 192—
194
transactions by, 161,
187-188
undisclosed, 189-190
Reliability of data, 142—
143
Reperformance of
procedures/controls, 129
Reports, see Audits;
Special reports

Index

Representations,
management, see
Management
representations

Representation letters,
362, 392-393, 418-419

Requirements, 31

Residual values, 221

Responsibility, assignment
of, 95

Responsible parties, 352,
364

Restricted-use reports,
279-280

Restructuring, corporate,
96

Restructuring debt, 217

Revenues, 222

Rights and obligations
assertion, 175

Risk. See also Contro}
risk; Detection risk;
Inherent risk

assessment of, S 1=107,

132-133
attestation., 02
audit,"$2-62
in audic sampling, 229—
239
vasis, 172

in business valuation, 500
cash flow, 137
credit, 172
fraud, 71
legal, 172
market, 172
Risk of material
misstatement (RMM), 59,
83-85
assessing, 91-107
auditor’s response to, 83
at relevant assertion
level, 84-85

S

Sampling, audit, 59, 229-
232
risks in, 229-230

529

substantive tests for,
230-231
in tests of controls, 231—
232
Scope limitations of
audits:
of financial statements,
267-268
illegal acts and, 81
to internal control of
financial reporting, 386—
388
management
representations and, 179
SEC, see Securities and
Exchange Commission
Secrzriiies Act of 1933,
324-330
Securities and Exchange
Act of 1934, 291
Securities and Exchange
Commission (SEC):
audited vs. unaudited
financial statements and,
261-262
financial statements in
filings to, 424
interim financial
information and, 331
materiality definition of,
53
Practice Section
Professional Issues Task
Force of, 68, 154
Securities trading, 79,
171-178
accounting estimates of,
221-222
audit risk and materiality
in, 172-173
completeness assertion
of, 174-175
control risk assessment
in, 173-174
existence assertion of,
174
hedging in, 177
management
representation of, 178
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presentation and
disclosure assertion of,
177
rights and obligations
assertion of, 175
valuation assertion of,
175-177
Security, valuation of, see
Business valuations
Security procedures, 133
Segregation of duties, 96,
97,99, 104
Sensitivity analysis, 136
Service organizations,
115-118
Shelf registration dates,
326
Significant deficiency, 16,
119, 120
Single Audit Act of 1984,
82
Skepticism, 38, 69, 170
Small and midsized
entities, risks of material
misstatements for, 98-
107
Specialists, 197-205
auditors and, 199-200
business valuation, 205,
500
findings of, 199
independence of, 199
information technology,
203-204
inventory, 169
legal interpretations of,
200-201
qualifications of, 198—
199
situations calling for,
198, 201-203
Special reports, 307-317
on business valuation,
503-510
on contract or regulatory
compliance, 312-317
on financial statements,
307

Index

on financial statements
using other
comprehensive basis of
accounting, 308-310
specified elements and
accounts in, 310-312
SQCS (Statements on
Quality Control
Standards), 455
SSARS, see Statements on
Standards for
Accounting and Review
Services
SSCS, see Statements on
Standards for Consulting
Services
SSTS (Statements on
Standards for Tax
Services), 465
Staff support services, 451
State governments,
Generally Accepted
Accounting Prine:ics
and, 250, 251
Statements ¢1 cuditing
standards, 31, 511-514
Statemenis on Quality
Cortvoi Standards
(SOCS), 455
Siutements on Standards
for Accounting and
Review Services
(SSARS), 351, 411, 415,
419, 424, 427, 518
Statements on Standards
for Attestation
Engagements, 358, 516
Statements on Standards
for Consulting Services
(SSCS), 351, 358
Statements on Standards
for Tax Services (SSTS),
465
Statement on Standards
for Consulting Services,
451
Step-down in service level,
438-439

Step-up in service level,
439
Stockholders, 182, 263
Structure of organization,
95
Subject interest, appraisal
of, 501-502
Submissions, 414
Subpoenas, 82
Subsequent events:
of attest engagements,
357
in business valuation, 504
in compilation and
review of financial
statements, 421
fzic value and, 138
te internal control of
financial reporting, 388
Securities Act of 1933
and, 329-330
types of, 303-306
Subsidiary companies,
182,189
Substantial doubt:
of adherence to
prescribed guidelines,
301
of entity as going
concern, 215-216, 219—-
220
Substantive tests, 105
analytical procedures as,
142-143
audit sampling and, 230-
231
for risk of material
misstatement, 85
in securities trading, 174
Sufficiency of evidence,
126
Support services, 451

T

Tangible assets, inspection
of, 128

Taxes, 222, 308-310, 425,
427

Tax return positions, 467



Tax services:
answers to questions on
tax returns, 469
departure from position
previously concluded in
administrative
proceeding/court
decision, 475
form and content of
advice, 481
knowledge of error:
administrative
proceeding, 479
return preparation, 477
preparing returns, 471
tax return positions, 467
use of estimates, 473
Terminal warehouses, 339
Tests. See also Substantive
tests
audit sampling and, 231-
232
of controls, 84, 104
of fair value, 135-138
of financial statement
assertions, 147-149
by service organizations,
117-118
Third parties, 414, 416—
417
Tolerable misstatement
(TM), 60, 62
Transaction services, 451
Treadway Commission, 16
Trial balances, 426
Trusts, 115, 190

U

UCC (Uniform
Commercial Code), 340

Index

Uncollectible accounts,
303
Unconditional
requirement, 31
Understanding with a
client, 4243
Underwriters, 323-328
content of “comfort
letters” to, 326-328
definition of “comfort
letters” to, 323-324
limitations of “comfort
letters” to, 325
multiple “comfort letters”
to, 326
pro forma financial
information and, 328
shelf registration dates
and, 326
Undisclosed related
parties, 189—-190
Uniform Commercia’
Code (UCC), 340
United States Baukiuptcy
Code, 200
Unqualifie ¢pinions, 265
on accourting estimates,
220
riahagement
tepresentations and,
182-183
Unusual or complex
agreements, 159-160
Updating engagements
(personal financial
planning), 493, 494
Useful lives of assets, 221

\Y%

Valuation:

531

accounting estimates of,
221
assertion of, 175-177,
427. See also Fair value
business, see Business
valuations
net realizable, 215
Valuation engagement,
501
Verification, of tax
information, 471

w

Warehouses, public, 164,
339-343
auditing, 342-343
conuols in, 340-342
incurance of, 341
cceeipt, storage, and
delivery of goods by,
340-341
receipts of, 340, 341
types of, 339-340
Withdrawals from
engagements:
of compilation or review,
425
illegal acts and, 81
management discussion
and analysis and, 407
management
representations and, 179,
183
Working capital, 58
Work-in-process
inventory, 167
World Wide Web, 292

Y
Yellow Book, 335
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