
995 

INDEX 

A 

accountants 
see also American Institute 

of Certified Public 
Accountants; 
predecessor...; successor... 

continuing  526, 847,  
848–849 

filings with US SEC  572 
prospective financial 

statements  669–670 
reporting/reports  526,  

669–670 
accounting 

AICPA Audit and 
Accounting Guides   
991–992 

litigation/claims/ 
assessments  207–208 

related parties  298–299 
SSARSs  990 
subsequent events/discovered 

facts  310–311 
accounting bases 

cash basis  469, 472–473, 
813–814 

contractual basis  469–470, 
478–479 

financial statement 
compilations/reviews   
813–814, 819–820 

income tax basis  819–820 
OCBOA  470, 777 
regulatory basis  469,  

475–478 
special purpose frameworks  

469–470, 471–479 
specified elements/accounts/ 

items  840 
summary financial 

statements  504 
tax basis  469, 473–474 

accounting estimates 
see also accounting estimates 

(AU-C 540) 
audit committee 

communications  972,  
976–977 

auditor communications   
78–79 

consistency of financial 
statements  449 

accounting estimates (AU-C 
540)  283–296 

audit committee 
communication  286 

auditor responsibility  284 
circumstances requiring   

290–291 
client responsibilities   

289–290 
definition  283 
effective date/applicability  

283 
evaluating reasonableness  

285, 291–292 
fair value  283, 286–289,  

292–295 
illustration  295–296 
material  284–285 
objectives  284 
written representations  285 

accounting policies  78, 974, 
976–977 

accounting practices 
audit committee 

communications  974,  
976–977 

auditor communications   
78–79 

audit results  965–966 
qualitative aspects  78–79, 

965–966 
accounting principles  448–449, 

921, 922–923 
accounting records, definition  

177 
accounting standards, 

designated setter  463 
accounts  824 

see also significant 
accounts/disclosures; 
specific elements/accounts/ 
items; specified elements/ 
accounts/items 

accounts receivable  224,  
229–235 

accrued liabilities  824 
acknowledgment letters   

242–244, 867–868 

acquisitions  659–661 
activity ratios  249 
adverse opinions 

see also opinions 
financial 

forecasts/projections  671, 
679 

internal control over 
financial reporting  723–724 

modifications to opinions  
422, 427–429 

summary financial 
statements  503, 508–509 

supplementary information  
459–460, 461 

agreed-upon procedures 
compliance attestation   

732–735, 738, 740–741 
financial 

forecasts/projections   
672–673, 682 

agreed-upon procedures 
engagements (AT 201)  651–662 

acceptance of engagement  
653–654 

adding specified parties  655 
assertions  652, 653 
change from another 

engagement to  656 
communication with 

specified parties  657 
definition  652 
effective date/applicability  

651 
engagement letter  657 
illustrations  659–662 
internal auditor involvement  

654 
knowledge of outside 

matters  656 
meaning of independence  

657 
objectives  652 
practitioner’s report  654–

655 
procedures to be performed  

658 
report in document 

containing financial 
statements  658–659 
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representation letter  656, 
658 

restrictions on procedures  
656 

specialist involvement  654 
standards  652 
subject matter  653 

allocations  141, 154–160 
American Institute of Certified 

Public Accountants (AICPA)  
991–993 

analytical procedures 
see also analytical 
procedures (AU-C 520) 

audit results  963–964 
financial statement reviews  
826–827 

fraud in financial statement 
audit  40 

risks of material 
misstatement  948–949 

analytical procedures (AU-C 
520)  245–257 

client permanent file  253 
common-size financial 
statements  251 

definition  245 
documentation  255 
effective date/applicability  
245 

general procedures  247–248 
illustrations  255–257 
industry comparisons  248 
national economic data  248 
objectives  245–246 
overall conclusions  254–255 
overall review  246 
ratio analysis  247–248,  
248–250 

regression analysis  251–252 
substantive procedures  246 
substantive tests  246,  
253–254 

trend analysis  248, 250–251 
variance analysis  248, 251 

antifraud programs/controls  
54–55 

appendices  981–994 
AICPA guides  991–992 
ASB Clarity Project  981–987 
cross-references to other 
standards  989–990 

GAAS publications  993–994 
applicable compliance 

requirements, definition  605 

applicable financial reporting 
frameworks 

application of requirements  
525–531 

definition (AR 60-90)  776 
definition (AU-C 200)  1 
definition (AU-C 730)  463 
financial statement 

compilations  776, 783, 796 
financial statement reviews  

792, 796 
interim financial information  

601–602 
application of requirements 

(AU-C 915)  525–531 
applicability of section   

525–526 
applicability to proposals  

529–530 
applicable financial 

reporting frameworks   
525–531 

documentation  530 
effective date/applicability  

525 
engagement acceptance  529 
illustrations  530–531 
objectives  526–527 
performance standards   

527–528 
reporting standards  528–529 

applied criteria, definition  501 
appointment of auditor  975 
appreciation  187 
appropriateness of audit 

evidence  177–178, 966–967, 
969–970 

arm’s length transaction, 
definition  297 

ASB Clarity Project  981–987 
AU sections mapped to AU-

C sections  982–987 
primarily clarifying changes  

981–982 
primarily formatting changes  

982 
standard not yet issued in 

Project  982 
substantive changes  981 

assembly, definition  664 
assertions 

see also management 
assertions 

agreed-upon procedures 
engagements  652, 653 

attest engagements  625, 
642–643, 647, 649 

audit evidence  183, 187–192, 
194–196, 970–971 

definition (AT 101)  625 
definition (AT 201)  652 
definitions (AU-C 314)  97 
derivatives  183, 187–192, 
194–196 

evidential matter supporting  
153 

material weakness  894 
relevant  97, 706, 900, 952 
risks of material 
misstatement  107 

securities  183, 187–192,  
194–196 

assessed risks 
see also risk assessment 
audit procedures  131–160 

assessment see litigation/claims/ 
assessments; risk assessment 

assets 
financial statement reviews  

824, 830–831 
going concern aspects   

329–330 
misappropriation  49, 51, 

58–59 
assumptions, hypothetical  665 
assurance 

compliance  494, 495 
negative  534 
reasonable  3 

assurance engagement, 
definition  776 

attestation 
AICPA Auditing and 

Attestation Statements of 
Position  992 

compliance  729–743 
risk  626, 730 
SSAEs  989–990 
standards  628–635 

attestation risk 
definition (AT 101)  626 
definition (AT 601)  730 

attest engagements 
see also attest engagements 

(AT 101) 
definition (AR 60-90)  776 
definitions (AT 101)  625 
SSAEs  619–622 

attest engagements (AT 101)  
625–649 
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assertions  625, 642–643, 
647, 649 

attestation standards   
628–635 

client document containing 
attest report  637–638 

definition  625 
documentation  635–636 
effective date/applicability  
625 

examination reports   
632–633, 641–647 

fundamental requirements  
628–639 

illustrations  641–649 
interpretations  639–641 
objectives  626–627 
other information  637–638 
quality control standards  
635 

representation letter   
636–637 

review reports  634–635, 
647–649 

subsequent events  638–639 
understanding with client  
636 

attribute sampling  265–267 
attributes evaluation  276–277 
Audit and Accounting Guides, 

AICPA  991–992 
audit committee 

accounting estimates  286 
definition  974 
fraud in financial statement 
audit  39 

interim financial information  
585–586 

audit committee 
communications (PCAOB 16)  
973–979 

accounting estimates  974, 
976–977 

accounting policies/practices  
974, 976–977 

audit strategies  975–976 
auditor appointment/ 
retention  975 

departure from standard 
report  978 

difficult matters  977, 978 
documentation  977,  
978–979 

effective date/applicability  
973 

establishing terms of audit  
975 

form of  978–979 
going concern aspects  977 
management consulting with 
other accountants  977 

management disagreements  
978 

material written 
communications  978 

misstatements  978 
objectives  974 
obtaining information   
975–976 

other information  977 
results of audit  976–978 
significant unusual 
transactions  976–977 

technical alert  973–974 
timings  979 

audit documentation (AU-C 230)  
25–36 

see also documentation; 
working papers 

confidentiality  28 
deficiencies  31–32 
definition  25 
effective date/applicability   

25 
form, content and extent  

26–28 
illustrations  32–36 
interpretations  29 
objectives  26 
other section requirements  

28 
ownership  28 
preparation  30 
quality  31 
requirements  26–28 
revisions  28 
standardization  29 

audit documentation (PCAOB 3)  
877–883 

see also documentation; 
working papers 

basic requirement  879–880 
definition  877 
documentation completion  

877, 881–882 
effective date/applicability  

877 
engagement completion  881 
general client matters  880 
objectives  878 

omitted procedures  881 
other requirements  883 
retention of  881–883 
specific matters  880 
subsequent changes to   

881–883 
work of other auditors   

882–883 
audit evidence 

see also audit evidence (AU-
C 500); audit evidence (AU-
C 501); audit evidence 
(PCAOB 15) 

definition (AU-C 200)  1 
definition (AU-C 500)  177 
definition (PCAOB 15)  969 

audit evidence (AU-C 500)   
177–179 

definition  177 
effective date/applicability  

177 
objectives  177–178 
procedures for obtaining  

179 
audit evidence (AU-C 501)   

181–217 
derivative instruments   
182–196 

effective date/applicability  
181 

inventory observation   
196–206 

investments in securities  
182–196 

litigation/claims/assessments  
207–217 

objectives  181–182 
securities  182–196 
segment reporting  217 
specific considerations for 
selected items  181–217 

audit evidence (PCAOB 15)  
969–972 

company-provided 
information  970 

definition  969 
doubts about reliability  972 
effective date/applicability  
969 

financial statement 
assertions  970–971 

inconsistency of  972 
objectives  969 
procedures for obtaining  
971 
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selecting items for testing  
971–972 

audit file, definition  25 
audit findings, definition  605 
audit guides  400–401 
audit planning (PCAOB 9)  

931–934 
see also planning... 
additional considerations  
934 

audit strategy  933 
changes during audit  934 
effective date/applicability  
931 

initial audits  934 
multilocation engagements  
933–934 

objectives  931 
the plan itself  933 
planning activities  932 
preliminary activities   
931–932 

proper planning  931 
responsibility for  931 
specialist knowledge  934 

audit plans  92, 93–94, 933 
audit procedures 

see also audit procedures 
(AU-C 330) 

litigation/claims/assessments  
208 

related parties  299–303 
subsequent events  311 

audit procedures (AU-C 330)  
131–160 

assessed risks  131–160 
basic requirement  132 
designing procedures   

133–134, 140–142 
documentation  138 
effective date/applicability  

131 
evidence evaluation  131–160 
evidence supporting financial 

statement assertions  153 
evidential matter source list  

154–160 
examples of procedures  

140–142 
external confirmations  220 
internal control operating 

effectiveness tests  142–153 
list of procedures  154–160 
objectives  131–132 
performing procedures   

131–160 

risks of material 
misstatement  131–135 

substantive procedures  131, 
136–138 

sufficiency/appropriateness 
of evidence  138 

testing at interim dates   
139–140 

tests of controls  131,  
134–136, 142–153 

audit reports 
see also auditor’s report 
auditor’s specialist  394–395 
going concern aspects  326 
laws/regulations in audit  69 

audit results 
see also audit results 

(PCAOB 14) 
audit committee 

communications  976–978 
audit results (PCAOB 14)   

963–967 
analytical procedures   

963–964 
effective date/applicability  

963 
evaluation of  963–967 
evidence sufficiency/ 

appropriateness  966–967 
financial statements   

963–967 
fraud risk assessment  966 
identified misstatements  

964–965 
internal control over 

financial reporting  967 
objectives  963 
presentation of statements  

966 
qualitative accounting 

practices  965–966 
audit risk 

see also audit risk  
(PCAOB 8) 

definition (AU-C 200)  1 
definition (PCAOB 8)  929 
materiality  125–126, 127, 

172–173 
misstatement evaluation  

172–173 
noncompliance  605 

audit risk of noncompliance, 
definition  605 

audit risk (PCAOB 8)  929–930 
definition  929 
detection risk  930 

effective date/applicability  
929 

fundamental requirements  
929–930 

material misstatement  930 
objectives  929 

audit sampling 
see also audit sampling (AU-

C 530) 
audit evidence  972 

audit sampling (AU-C 530)  
259–282 

balance sheets  262 
definition  259 
effective date/applicability  

259 
income statements  262 
items examined 100%  261 
misstatements  262, 272–273 
nonstatistical  264–271 
objectives  260 
qualitative aspects  262 
sample selection  261 
sample size  261–262,  

271–274 
sampling vs other tests  263 
statistical  271–282 
stratification  260, 261 
unexamined sample items  

261 
audit strategies 

audit committee 
communications  975–976 

audit planning  933 
engagement characteristics  

94 
knowledge gained on other 

engagements  95–96 
nature of communications  

95 
planning an audit  91–92, 

93–96 
preliminary activities  95–96 
reporting objectives  95 
resources  96 
significant factors  95–96 
timing of audit  95 

Auditing and Attestation 
Statements of Position, 
AICPA  992 

auditors 
see also auditor...; 

component auditors; 
independent auditors; 
service auditor... 

appointments  975 

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



 Index 999 

definition (AU-C 200)  2 
definition (PCAOB 1)  873 
experienced  25, 877 
group financial statements  
359, 362, 364, 369–371, 
377–378 

internal  379, 654 
retention of  975 
user auditor  162, 754 

auditor’s communications (AU-
C 260)  73–79 

auditor’s responsibilities   
76–78 

effective date/applicability  
73 

matters to communicate   
75–76 

objectives  73–74 
other related sections  79 
overview of audit 
scope/timing  75, 77 

process of communication  
74–75 

qualitative accounting 
practices  78–79 

significant findings  76,  
77–78 

with those charged with 
governance  73–79 

auditor’s consent, definition  571 
auditor’s point estimate, 

definition  283 
auditor’s range, definition  283 
auditor’s report 

see also auditor’s standard 
report; independent 
auditor’s report; report... 

compliance  494–495 
going concern aspects   
333–334 

group financial statements  
371–377 

internal control over 
financial reporting  912–915 

material weakness  890–893 
modified service  769–771 
PCAOB standards, 
references to  873–876 

reissuance  313–314, 315–316 
reporting on financial 
statements  407–408,  
409–410, 411–418 

requiring restriction   
512–513 

specific elements/accounts/ 
items  483–484 

subsequent events/ 
discovered facts  309,  
313–314, 315–316 

summary financial 
statements  503–504 

supplementary information  
458 

auditor’s responsibilities 
accounting estimates  284 
auditor communications   
76–78 

going concern aspects  324 
independent auditors  4–5, 7, 
8 

laws/regulations 
considerations  68 

risks of material 
misstatement  955–962 

auditor’s specialist (AU-C 620)  
393–403 

see also specialists 
adequacy of legal opinion  

396–397 
audit report  394–395 
decision to use  395–396 
definition  393 
documentation of 

understanding of work to 
be done  399 

effective date/applicability  
393 

employed by CPA firm  400 
engagement letter  401–402 
examples of use  398–399 
illustrations  401–403 
interpretations  395–398 
lawyer, use of  399 
objectives  393 
qualifications  394 
referencing specialist’s work  

395 
referring to audit guides  

400–401 
relationship to client  394 
restricted use of opinions  

397–398 
specialist related to client  

399–400 
statement of independence  

402–403 
tests of data  400 
using specialist findings  

394–395 
work of  394 

auditor’s standard report 
see also auditor’s report 

audit committee 
communications  978 

components  407–408 
consistency of financial 
statements  447–448 

financial statements   
407–408, 447–448 

special purpose frameworks  
470–471 

automated controls  916–917 
awareness letter, definition  571 

B 

balance sheets  262 
balances, opening  237–244 
bases of accounting see 

accounting bases 
basic financial statements, 

definition  463 
benchmarks  129, 916–917 
block sampling  264–265 
borrowing money  330–331 
business ethics  639 
business risk, definition  97 

C 

capsule financial information  
534, 542, 561–563 

care, due professional  19–20 
carve-out method, service 

organizations  753, 771 
cash basis of accounting  469, 

472–473, 813–814 
cash/cash equivalents  821 
cash flow presentation  449 
certified public accounting 

(CPA) firms  400, 527, 529 
change in accounting principle  

921, 922–923 
change period, definition  534 
change in reporting entity, 

definition  921 
claims see litigation/claims/ 

assessments 
Clarity Project, ASB  981–987 
classifications in financial 

statements  449 
client-prepared documents  732 
client responsibilities  289–290 
closest reasonable estimate  

173–174 
closing date, definition  534 
collateral  186 
comfort letters  538–570 
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addressee of  538–539 
alternate wordings  560–565 
concluding paragraph   
545–546 

content/format  538–541 
dating of  538 
decrease in specified 
financial statement item  
563–564 

definition  534 
draft letters  537 
earnings date presented in 
capsule  561–563 

emphasis-of-matter 
paragraphs  560 

financial forecasts  543,  
555–556 

format/content  538–541 
illustrations  546–570 
independence  540 
interim earnings data for 12-
month period  564 

interim financial information  
542, 565 

internal control, knowledge 
of  541–542 

introductory paragraph  
539–540 

letters for underwriters  534, 
537, 538–570 

management discussion/ 
analysis  569–570 

more than one auditor 
involved  561 

other information  541–545, 
556–560 

pro forma financial 
information  542–543,  
554–555 

representation letters   
549–552, 566–569 

SEC agreed departure from 
requirements  561 

SEC compliance  540–541 
subsequent changes   
543–544 

subsequently discovered 
matters  546 

tables and statistics  544–545, 
556–560 

committee see audit committee... 
common-size financial 

statements  251 
communicating internal control 

related matters (AU-C 265)  
81–90 

deficiencies in control  81, 
82, 85–89 

effective date/applicability  81 
evaluation of control 

deficiencies  85 
identified in audit  81–90 
illustrations  88–90 
interpretations  84–85 
material weakness  81, 82–83, 

86–90 
misstatements  85–86 
objectives  81–82 
operating controls failure  

67–68 
risk factors  83 

communication to those charged 
with governance (AU-C 260)  
73–79 

effective date/applicability  
73 

fundamental requirements  
74–76 

objectives  73–74 
other AU-C sections  79 
qualitative accounting 
practices  78–79 

techniques for application  
76–79 

communications 
see also audit committee 
communications; auditor’s 
communications; 
communicating internal 
control related matters; 
letters...; restricted-use 
written communications 

accounting estimates  286 
agreed-upon procedures 
engagements  657 

audit strategies  95 
financial statement 
compilations  786 

financial statement reviews  
795 

group financial statements  
365 

interim financial information  
585–587 

internal control over 
financial reporting  911 

laws/regulations in audit   
69–72 

management and 
misstatements  173 

material misstatement   
946–947 

predecessor/successor 
accountants  865–868 

service organization controls  
764 

understanding internal 
control  104–105 

comparative financial 
statements 

see also comparative financial 
statements (AR 200) 

change of opinion  408–409 
definition (AU-C 700)  405 
predecessor auditor’s report  

409–410 
reporting on  405, 408–410, 

411–418 
comparative financial 

statements (AR 200)  847–860 
compilation reports  849–850, 

851–855 
continuing accountant’s 

changed reference to 
GAAP  849, 852–853,  
857–858 

continuing accountant’s 
standard report  848–849 

definition  847 
effective date/applicability  

847 
general requirements  848 
illustrations  851–860 
interpretations  851 
issuer/non-issuer status 

change  851 
objectives  848 
omitting all/substantially all 

disclosures  850–851, 855 
predecessor’s compilation/ 

review report  849–850, 
853–854, 858–859 

prior period financial 
statements  850, 852–860 

reporting  847–860 
review reports  856–860 

comparative historical financial 
information  672 

comparative information  405, 
672 

comparison date/period, 
definition  534 

competence, definition  899 
competence of internal auditor  

381–382, 385–386 
compilations 

see also financial statement 
compilations 
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comparative financial 
statements  849–850, 851–
855 

prescribed forms  861–864 
pro forma financial 
information  841–846 

prospective financial 
statements  664, 668–669, 
683–686 

specified elements/accounts/ 
items  835–840 

complementary user entity 
controls 

definition (AT 801)  753 
definition (AU-C 402)  161 

completeness 
assertion  183 
audit procedures  141,  
154–160 

derivatives  183, 195 
interim information  583 
securities  183, 195 

completion of documentation  
25, 877, 881–882 

compliance 
see also compliance (AU-C 
806); noncompliance 

financial reporting 
framework generally 
accepted in another country  
520 

internal control over   
606–607, 730, 741 

restricted-use written 
communications  516–517 

with SEC  540–541 
compliance (AU-C 806)   

493–499 
agreements requiring reports  

493–494 
assurance  494, 495 
auditor’s report  494–495 
contractual agreements   

493–499 
effective date/applicability  

493 
illustrations  495–499 
objectives  493 
regulatory agreements   

493–499 
compliance attestation (AT 601)  

729–743 
acceptance conditions   
732–733, 735 

agreed-upon procedures  
732–735, 738, 740–741 

client-prepared documents  
732 

control risk  730, 736 
criteria  731 
effective date/applicability  

729 
engagement procedures  736, 

739 
evidence extent  735 
examination engagements  

735–737, 738–739 
general requirements   

731–732 
illustrations  740–743 
inherent risk  730, 736 
management representations  

731–732 
materiality  739–740, 742–743 
objectives  730–731 
planning engagements   

738–739 
practitioner’s reports   

734–735, 736–737 
prohibited engagements  731 
report modifications  737 
scope restrictions  733 
specialists, use of  731 
specified requirements  730, 

733, 740, 741–742 
subsequent events  734, 736 
understanding with specified 

parties  733 
compliance audits (AU-C 935)  

605–617 
application of AU-C sections 

to  608 
AU-C sections not 

applicable  614–615 
definition  605 
documentation  612 
effective date/applicability  

605 
illustrations  614–617 
internal control  605–607, 

611–612, 616–617 
management responsibilities  

608 
material noncompliance  

606, 607, 614 
objectives  607 
process flow  608–610 
reissuance of report  612–613 
reporting requirements   

610–612 
sources of information  613 
suggested procedures  613 

compliance requirements, 
definition  605 

component, definition  362 
component auditors 

definition  362 
group financial statements  
359, 362, 364, 369–371, 
377–378 

interim financial information  
599–600 

component management, 
definition  362 

component materiality, 
definition  362 

comprehensive income  798–799 
condensed financial statements, 

definition  405 
conduct of audit in accordance 

with GAAS  1–8 
confidence limits  274–282 
confidentiality  28 
confirmation 

see also external 
confirmations 

of accounts receivable  224, 
229–235 

control design process   
147–149 

letters  377–378 
requests  219, 219–235 

consent and acknowledgment 
letters  242 

consistency of financial 
statements (AU-C 708)   
447–450 

auditor’s standard report  
447–448 

changes affecting consistency  
448–449 

changes not affecting 
consistency  449–450 

effective date/applicability  
447 

first year audits  450 
objectives  447 
periods to which consistency 
relates  448 

consistency of financial 
statements (PCAOB 6)   
921–923 

basic requirement  922 
change in accounting 
principle  921, 922–923 

effective date/applicability  
921 
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entity change in 
classification  923 

evaluation of  921–923 
material misstatements  923 
objectives  921 

contingencies  825 
continuing accountants  526, 

847, 848–849 
contractual agreements   

493–499, 516–517 
contractual basis of accounting  

469–470, 478–479 
control see control...; internal 

control 
control activities  947 
control environment  945–946 
control objective 

definition (AT 501)  706 
definition (AT 801)  753 
definition (PCAOB 4)  885 
definition (PCAOB 5)  899 
internal control example  

123–124 
material weakness  885, 894 

control risk 
compliance attestation  730, 

736 
definition (AT 601)  730 
definition (AU-C 200)  4 
definition (PCAOB 8)  929 
derivatives  182, 191–192 
material misstatement  960 
noncompliance  607 
securities  182, 191–192 
testing at interim date   

140–141 
controls 

see also tests of controls 
automated  916–917 
complementary user entity 

controls  161, 753 
group-wide  362, 366–367 
reporting in service 

organizations  753–774 
controls at service organization, 

definition  753 
controls at subservice 

organization, definition  753 
costs  606–607 
creditor claims  661–662 
criteria 

definition (AT 101)  626 
definition (AT 801)  753 

critical accounting estimate, 
definition  974 

critical accounting policies and 
practices, definition  974 

cross-references to other 
standards  989–990 

current period 
definition (AU-C 708)  447 
definition (PCAOB 6)  921 

cut-off-date, definition  534 

D 

data, national economic  248 
date of auditor’s report  309, 

312–313 
date of financial statements, 

definition  309 
debt restructuring  330–331 
defense industry  639 
deficiencies in internal control 

see also internal control... 
communications  81, 82,  

85–89 
definition  81 
over compliance  605–607 
over financial reporting  706, 

715–716, 727–728, 899–900, 
908–910 

severity of  82 
deficiency 

see also significant 
deficiencies 

definition  706 
depreciation  187 
derivative instruments  182–196 

audit evidence  182–196 
completeness assertion  183 
control risk  182, 191–192 
designing audit procedures  

182–183 
fair value  185–187 
hedging activities  187 
identifying/testing controls  

183 
management ability/intent  

188 
risk assessment  182, 183, 

189–191 
service organizations   

192–194 
special skills/knowledge  189 
valuation  183–187 

designated accounting standards 
setter, definition  463 

design deficiency, definition  899 
design of internal control   

105–109 

see also internal control 
documentation  109 
evaluation of  105–109 
risks of material 
misstatement  106–109 

tests of controls  106 
detection risk 

audit risk  929, 930 
definition (AT 601)  730 
definition (AU-C 200)  2 
definition (PCAOB 8)  929 
statistical audit sampling  

274 
detection risk of noncompliance, 

definition  606 
detective controls 

definition (AT 501)  706 
definition (PCAOB 5)  900 

disclaimer of opinion 
attest engagements  645 
financial forecasts/ 

projections  671, 679–680 
internal control over 

financial reporting  724–725 
modifications to opinions  

422, 431–433, 435–436 
opening balances  240–241 
other information  454 
pro forma financial 

information  702–703 
summary financial 

statements  503 
supplementary information  

459, 460–461 
disclosure 

see also significant 
accounts/disclosure 

audit procedures  142,  
154–160 

audit results  966 
comparative financial 

statements  850–851, 855 
fair value accounting 

estimates  283, 286–289 
financial statements included 

in prescribed forms  862 
going concern aspects  325 
interim financial information 

review report  602 
materiality levels  938 
material weakness  894 
qualified opinion for 

inadequate  421, 426–427 
quarterly  894 
risks of material 

misstatement  943, 952 
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discovery sampling  272 
disposal of assets  329–330 
documentation 

see also audit 
documentation... 

analytical procedures  255 
application of requirements  

530 
attest engagements  635–636 
audit committee 

communications  977,  
978–979 

audit procedures  138 
auditor’s specialist  399 
client-prepared  732 
completion  25, 877,  

881–882 
compliance attestation  732 
compliance audits  612 
design of internal control  

109 
engagement quality review  

928 
financial forecasts/ 

projections  673–675 
financial statement 

compilations  781 
financial statement reviews  

790 
fraud  48 
going concern aspects  326 
group financial statements  

365 
interim financial information  

585 
internal audit function  384, 

387 
materiality  128 
misstatement evaluation  175 
nonstatistical audit sampling  

267, 270–271 
omitted procedures  357 
other information in   

451–454 
service organization controls  

759 
documentation completion  25, 

877, 881–882 
documentation completion date 

definition (AU-C 230)  25 
definition (PCAOB 3)  877 

dollar value evaluation  277 
doubt, substantial  325, 327,  

333 
dual-purpose tests  955, 962 
due professional care  19–20 

E 

economic conditions  110 
effective date, definition (AU-C 

920)  534 
effective date of registration 

statement, definition  571 
elements, see also specific 

elements/account/items; 
specified elements/accounts/ 
items 

emphasis-of-matter paragraphs 
see also emphasis-of-matter 

paragraphs (AU-C 706) 
comfort letters  560 
financial statement 

compilations  783 
financial statement reviews  

791 
interim financial information  

602–603 
prospective financial 

statements  671 
emphasis-of-matter paragraphs 

(AU-C 706)  437–445 
definition  437 
effective date/applicability  

437 
fundamental requirements  

438–439 
illustrations  440–445 
objectives  437–438 

employee qualifications  150 
engagement letters 

agreed-upon procedures 
engagements  657 

auditor’s specialist   
401–402 

financial statement 
compilations  809–811 

financial statement reviews  
816–817 

interim financial information  
590–591 

pro forma financial 
information  844–845 

specified elements/accounts/ 
items  838–839 

terms of engagement  12,  
13–15 

engagement partner  17, 931 
engagement quality control 

see also quality control for 
engagement 

review/reviewer definitions  
17–18 

engagement quality review 
(PCAOB 7)  925–928 

audit  926–927 
documentation review  928 
effective date/applicability  
925 

interim financial information  
927–928 

objectives  925 
qualifications of reviewer  
925–926 

engagement team, definition  18 
entity 

definition (AT 301)  664 
definition (AU-C 920)  534 
using service organization  
166, 167–169 

engagements 
see also agreed-upon 
procedures engagements; 
attest engagements; 
engagement...; terms of 
engagement 

acceptance  536 
characteristics  94 
completion document  881 
compliance attestation   
735–737 

summary financial statement 
reporting  501–509 

the entity and its environment 
(AU-C 315)  97–124 

basic requirements  99 
client’s industry  110–111 
continuing client’s business  
114 

design of internal control  
105–109 

the economy  110 
effective date/applicability  
97 

illustrations  119–124 
internal control  102–109, 
114–119 

IT and internal control   
117–119 

new client’s business   
111–113 

objectives  98–99 
risk assessment  100–101 
risks of material 
misstatement  97–124 

understanding  97–124 
equal-probability sampling   

276–282 
attributes evaluation  276–277 
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statistical audit sampling  
276–282 

variables evaluation  277–282 
equipment, property and  823 
equity  331, 825–826, 832 
estimates 

see also accounting estimates 
closest reasonable  173–174 

estimation risk  274 
estimation uncertainty, 

definition  283 
ethical requirement, relevant  18 
ethics  18, 639 
evidence 

see also audit evidence... 
evaluation  131–160 
internal audit function  382 
modifications to opinions  
429–433 

service organization controls  
756–757 

examinations 
attest engagement reports  
632–633, 641–647 

compliance attestation   
735–737 

engagements  632–633,  
641–647, 735–737 

financial forecasts/ 
projections  664, 669–672, 
686–690 

Management’s Discussion 
and Analysis  746–747, 
748–750 

prospective financial 
statements  664, 669–672 

exception, definition  219 
existence  140, 142, 154–156, 

194 
expenditure, going concern 

aspects  331 
expenses  822, 826 
experienced auditor 

definition (AU-C 230)  25 
definition (PCAOB 3)  877 

expertise, definition  393 
external confirmations (AU-C 

505)  219–235 
confirmation of accounts 
receivable  224 

confirmation checklists   
229–232 

confirmation process   
225–228 

control of  222-223 
definition  219 

designing request  221–222 
effective date/applicability  
219 

evaluating results  223-224 
illustrations  229–235 
management refusal to allow  
221 

negative requests  219, 223, 
225 

nondelivery of request  229 
nonresponses  219, 223, 228 
objectives  219 
procedures  220–221 
related AU-C 330 
requirements  220 

respondents  222 
response not expected  229 
timing of request  224–225 

F 

fair presentation framework  2 
fair value  185–187 
fair value accounting estimates  

283, 286–289, 292–295 
conformity of measurements  

286–287 
determination of fair value  

293 
disclosures  283, 286–289, 

293–295 
engaging specialists   

287–288 
financial reporting  286–287 
general techniques  292 
management responsibilities  

293 
risk assessment  293 
testing measurements   

288–289, 293–295 
feasibility studies  680–681 
Federal Deposit Insurance 

Corporation Improvement Act 
2010  720–721 

Filings under Federal Securities 
Statutes (AU 711)  914 

filings with US SEC (AU-C 
925)  571–576 

accountant’s responsibility  
572 

effective date/applicability  
571 

illustrations  575–576 
interim financial information  

572 
objectives  571–572 

under Securities Act 1933  
571–576 

subsequent events  572–574 
subsequently discovered 

facts  574 
techniques for application  

575 
financial feasibility studies   

680–681 
financial forecasts 

see also financial 
forecasts/projections (AT 
301) 

comfort letters  543, 555–556 
financial forecasts/projections 

(AT 301)  663–690 
appendices  683–690 
applicability  663–664 
client-prepared documents  
673–675 

definitions  664–665 
effective date  663 
examinations  664, 669–672, 
686–690 

general requirements   
666–667 

illustrations  675–683 
objectives  665–666 
partial presentations  665, 
667–668 

practitioner-submitted 
documents  673, 682–683 

prospective financial 
statements  664–665,  
668–673, 676, 678, 683–686 

financial information 
see also information...; 
interim financial 
information...; pro forma 
financial information... 

capsule  534, 542, 561–563 
comfort letters  542 
comparative historical  672 
going concern aspects   
324–325 

IT and internal control  119 
other  544–545, 556–560 
pro forma  542–543, 554–555 
unaudited condensed interim  
542 

financial projections see 
financial forecasts/projections 

financial reporting 
see also internal control over 

financial reporting...; 
reporting... 
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applicable framework 
definition  463 

fair value accounting 
estimates  286–287 

fraudulent  49, 50, 55–58 
IT and internal control   
118–119 

specific elements/accounts/ 
items  482 

financial reporting framework 
see also applicable financial 
reporting frameworks 

definition (AR 60-90)  776 
definition (AU-C 200)  2 
generally accepted in another 
country  519–523, 803–804, 
805–806 

financial reporting framework 
generally accepted in another 
country (AU-C 910)  519–523 

application techniques  521 
compliance with foreign 
standards  520 

effective date/applicability  
519 

form of report for use only 
outside US  521–522 

form of report for use in US  
522–523 

illustrations  521–523 
objectives  519 
reporting  520–521 
terms of engagement  520 

financial statement  
compilations (AR 60-90)   
775–786, 795–816 

see also compilations 
change of engagement type  

786 
communications  786 
departure from applicable 

financial reporting 
framework  783 

documentation  781 
effective date/applicability  

775 
elements of  778–779 
emphasizing a matter  783 
engagement checklist  812 
engagement letters  809–811 
establishing an 

understanding  780–781 
going concern aspects  784, 

799 
illustrations  809–816 
interpretations  795–809 

materiality  779–780 
objectives/limitations   

777–778 
performance requirements  

781 
recent developments   

775–776 
report examples  813–816 
reporting on financial 

statements  782 
reporting when accountant 

not independent  783 
reporting when compilation 

not to be used by third 
party  783 

restricting report  783–784 
subsequent discovery of facts  

784–785 
subsequent events  784 
supplementary information  

785, 806–807 
traditional engagements  

809–816 
financial statement disclosures  

79 
financial statement reviews  

(AR 60-90)  775–780, 786–809, 
816–833 

analytical procedures   
826–827 

change of engagement type  
795, 818–819 

change to compilation 
engagement  786, 818–819 

communications  795 
departure from applicable 

financial reporting 
framework  792 

designing/performing 
procedures  788–790 

documentation  790 
effective date/applicability  

775 
elements of  778–779 
emphasizing a matter  791 
engagement checklists   

817–819 
engagement letter  816–817 
establishing an 

understanding  787 
going concern aspects   

792–793, 799 
illustrations  816–833 
inquiries, list of  821–826 
interpretations  795–809 
materiality  779–780 

objectives/limitations   
777–778 

performance aspects   
788–790 

recent developments   
775–776 

reporting on financial 
statements  790–791 

representation letters   
827–833 

restricting use of report  792 
standard reports  819–820 
subsequent discovery of facts  

793–794 
subsequent events  793 
supplementary information  

794–795, 808–809 
financial statements 

see also comparative 
financial statements...; 
consistency of financial 
statements...; financial 
statement...; group 
financial statements...; 
personal financial 
statements; prospective 
financial statements; 
reporting on financial 
statements; single financial 
statements; summary 
financial statements 

agreed-upon procedures 
engagements  658–659 

audit evidence  970–971 
auditor’s report  407–408, 

409–410, 411–418 
audit results  963–967 
audit risk and materiality  

127, 172–173 
basic  463 
common-size  251 
compilations  775–786,  

795–816, 861–864 
compliance  493–499 
condensed  405 
date of  309 
definition (AR 60-90)   

776–777 
definition (AU-C 200)  2 
evidence supporting 

assertions  153 
financial reporting 

framework generally 
accepted in another country  
519–523 

forming an opinion  405–418 
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fraud  37–65 
general purpose  405 
going concern aspects  333 
historical  697 
income statements  262, 832 
internal audit function   
379–391 

internal control over financial 
reporting  705–728, 899–919 

IT and internal control  118 
laws and regulations  67–72 
materiality and audit risk  
127, 172–173 

materially misleading  866 
material misstatements  107, 
421, 425–426, 427–429 

misstatement evaluation  
174–175, 176 

other information in 
documents  451–454 

prior period  850, 852–860 
prior year  239 
reviews  775–780, 786–809, 
816–833 

risks of material 
misstatement  107 

special purpose frameworks  
469–479 

specific elements/accounts/ 
items  481–491 

specified elements/accounts/ 
items  835–840 

submission of  777 
subsequent events/discovered 
facts  309, 313–315, 318 

supplementary information  
455–461 

unaudited  574 
firm, definition  18 
first year audits  450 
flow-of-transaction tests  263 
focus groups  147, 150–151 
forecasts 

see also financial 
forecasts/projections 

comfort letters  543, 555–556 
formatting changes, ASB 

Clarity Project  982 
forming an opinion on financial 

statements (AU-C 700)   
405–418 

see also reporting on 
financial statements 

fraud 
see also fraud (AU-C 240) 
definition  37 

interim financial information  
587 

material misstatement   
949–953 

fraud (AU-C 240)  37–65 
actions/communications 
when discovered  52–54 

analytical procedures 
evaluation  52 

antifraud programs/controls  
54–55 

basic requirement  37 
brainstorming  38 
communications to 
management  47–48 

description/characteristics of  
48–49 

documentation  48 
effective date/applicability  
37 

evidence evaluations  45–47 
financial statement audits  
37–65 

identifying fraudulent entries  
60 

identifying risks  38–42,  
49–51 

illustrations  55–65 
indictors of fraud  60–61 
management override of 
controls  42, 43–45, 61–65 

management responsibilities  
48 

objectives  37 
obtaining information  38–41 
professional skepticism  38 
risk assessment  42–45 
risk factors  37, 40–41, 49, 
55–59 

fraud risk 
audit results  966 
financial statement audits  
42–45 

risks of material 
misstatement  941, 950–951, 
952–953, 957 

fraud risk factors 
definition (AU-C 240)  37 
definition (PCAOB 12)  941 
financial statement audits  
37, 40–41, 49, 55–59 

related parties  299–300 

G 

Generally Accepted Accounting 
Principles (GAAP) 

comparative financial 
statements  849, 852–853, 
857–858 

financial statement 
compilations  814–816 

financial statement reviews  
820 

modifications to opinions  
424 

Generally Accepted Auditing 
Standards (GAAS)  1–8,  
17–23, 482, 490–491, 993–994 

Generally Accepted Government 
Auditing Standards (GAGAS)  
606 

see also Government 
Auditing Standards 

general purpose financial 
statements, definition  405 

general use of prospective 
financial statements, definition  
665 

going concern aspects 
audit committee 
communications  977 

financial statement 
compilations  784, 799 

financial statement reviews  
792–793, 799 

interim financial information  
582, 602–603 

going concern, entity continuing 
as (AU-C 570)  323–337 

application procedures  327 
auditor’s report  333–334 
auditor’s responsibilities   
324 

borrowing money  330–331 
checklist  334–337 
disposal of assets  329–330 
documentation  326 
effective date/applicability  
323 

financial information   
324–325 

financial statement effects  
333 

illustrations  334–337 
inadequate disclosure  325 
indications of problems  328 
management forecasts   
331–333 

management plans  328–331 
objectives  324 
ownership equity increase  
331 
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procedures required  324, 
327 

reducing/delaying 
expenditure  331 

reissuing audit report  326 
restructuring debt  330–331 
substantial doubt  325, 327, 
333 

governance see those charged 
with governance 

Government Auditing Standards  
606, 641 

government program, definition  
606 

governmental audit requirement, 
definition  606 

grantor, definition  606 
group, definition  362 
group audit, definition  362 
group audit opinion, definition  

362 
group engagement partner, 

definition  362 
group engagement team, 

definition  362 
group financial statements 

see also group financial 
statements (AU-C 600) 

letters for underwriters  537 
group financial statements (AU-

C 600)  359–378 
assessed risks  365 
auditor’s report  371–377 
communication with others  
365 

component auditors  359, 
362, 364, 369–371, 377–378 

confirmation letter  377–378 
consolidation process   
367–368 

definition  362 
documentation  365 
effective date/applicability  
359 

engagement acceptance/ 
continuance  363 

group-wide controls  362, 
366–367 

illustrations  365–378 
information sources  378 
materiality  364 
material misstatement   
368–369 

matters in letter of 
instruction  369–371 

objectives  363 

responsibilities  363 
risk assessment  364, 365 
summary of changes   
359–361 

technical alert  360 
understanding group and 
environments  366–368 

group management, definition  
362 

guides  178, 400–401, 991–992 

H 

haphazard sampling  265 
hedging activities  187 
historical financial information, 

definition  2 
historical financial statements  

697 
house counsel, use of  213–214 
hypothetical assumption, 

definition  665 
hypothetical transaction, 

definition  526 

I 

identification of risk  941–954 
illegal acts  587 

see also fraud 
impairment losses  186 
improper revenue recognition  

41–42 
income, comprehensive  798–799 
income statements  262, 832 
income tax  819–820, 824 
inconsistency, definition  451 
inconsistent information  674 
independence  5, 7, 657 
independent auditors 

see also independent auditors 
(AU-C 200) 

group financial statements  
371–377 

internal audit function   
382–383, 388 

quality control  19 
requirements of  19 
written representations   

343–344 
independent auditors (AU-C 

200)  1–8 
auditor’s responsibilities  8 
conduct of audit  1–8 
effective date/applicability  1 
GAAS, in accordance with  

1–8 

management responsibilities  
7 

objectives  4 
overall objectives  1–8 
professional requirements  5–7 

independent auditor’s report 
see also modifications to 

opinions 
emphasis-of-matter 

paragraphs  437–445 
other-matter paragraphs  

437–445 
industry, relevant  942 
industry comparisons  248 
information 

see also financial 
information; other 
information; supplementary 
information 

audit committee 
communications  975–976 

company-provided  970 
comparative  405, 672 
inconsistent  674 
risks of material 

misstatement  946–948 
sources  185–186, 378, 613 
summary financial 

statements  504 
understanding internal 

control  104–105 
information technology (IT)  

117–119, 144, 946–947 
inherent risk 

compliance attestation  730, 
736 

definition (AT 601)  730 
definition (PCAOB 8)  929 
derivatives  189–191 
noncompliance  607 
risks of material 

misstatement  4 
securities  189–191 

initial audit engagements   
237–244 

inquiries 
financial statement reviews  

821–826 
fraud  39–40, 950–951 
internal control operating 

effectiveness tests  147 
of lawyers  208–217 
litigation/claims/assessments  

208–217 
of personnel  147 
predecessor auditors  12 
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inside counsel, use of  213–214 
insurance companies  213, 651 
insured depository institutions 

(IDIs)  720–721 
intangible assets  824 
interim dates  139–140 
interim financial information 

see also interim financial 
information (AU-C 930) 

comfort letters  542, 565 
engagement quality review  

927–928 
filings with US SEC  572, 

574 
litigation/claims/assessments  

214 
references to PCAOB 

standards  876 
subsequent events/discovered 

facts  574 
interim financial information 

(AU-C 930)  577–603 
additional guidance  592–593 
analytical procedures   
580–581, 591–592 

audit committee  585–586 
with audited financial 
statements  589–590 

auditor’s review report   
587–590, 597–603 

client representation about 
auditor’s review  589 

comparative information  
598–599, 600–601 

coordination of review with 
audit  582–583 

date/addressee of auditor’s 
report  587 

definition  577 
description of  587 
documentation  585 
effective date/applicability  
577 

engagement letter  590–591 
evaluating results of interim 
review  584–585 

going concern aspects  582, 
602–603 

illustrations  593–603 
inquiries  581–582 
interim review procedures  
582 

internal control  578–580, 
583 

knowledge of entity’s 
business  578–580 

litigation/claims/assessments  
582 

management  583–584,  
586–587 

modification of review 
report  588–589, 601–603 

objectives  578 
other information  592 
presentation  589 
referencing other auditor’s 

report  588 
review procedures  578–587 
review reports  587–590, 

597–603 
subsequent discovery of facts  

592 
successor auditors  592 
those charged with 

governance  586–587 
timing of review  582–583 
understanding with client  

578 
written representations   

583–584 
internal audit function 

see also internal audit 
function (AU-C 610) 

definition (AT 801)  753 
definition (AU-C 610)  379 
service organization controls  

753, 757–758 
internal audit function (AU-C 

610)  379–391 
assisting independent 

auditor  382–383, 388 
AU-C status  379 
basic requirements  381 
competence of auditor   

381–382, 385–386 
coordination of work  387 
definition  379 
documentation review  384, 

387 
effective date/applicability  

379 
effectiveness of auditor’s 

work  382, 387–388 
efficient use of auditor’s 

work  385 
extent of effect of auditor’s 

work  386–387 
financial statements   

379–391 
flow chart of requirements  

391 
illustrations  388–391 

objectives  380–381 
objectivity of auditor   

381–382, 385–386 
obtaining understanding of  

384–385 
organization charts  385 
procedures  382 
relevance of auditor’s work  

385 
sufficiency of evidence  382 
use of auditor’s work   

383–384, 385, 388–390 
internal auditors  379, 654 
internal control 

see also communicating 
internal control related 
matters; deficiencies in 
internal control; internal 
control... 

accounting estimates  290 
attest engagements  641 
comfort letters  541–542 
compliance audits  605–607, 

611–612, 616–617 
control objectives example  

123–124 
definition  97 
design of  105–109 
information and 

communication  104–105 
interim financial information  

578–580, 583 
IT  117–119 
material weakness and 

compliance  606 
risk assessment  103 
risk-based/top-down 

approach  114–117 
risks of material 

misstatement  97, 102–109, 
114–119, 944–945, 947–948, 
960 

understanding 
entity/environment  97, 
102–109, 114–119 

understanding of  102–105 
internal control operating 

effectiveness tests  142–153 
confirming control design  

147–149 
design of tests  142–144 
evaluating results  153 
extent of tests  145–146 
focus groups  147, 150–151 
identifying exceptions   

149–150 
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inquiry of personnel  147 
IT application controls  144 
observations  152 
qualifications of employees  
150 

reconciliations  152 
sample sizes  145–147 
shared activities  144–145 
statistical sampling 
principles  146–147 

transaction testing  146,  
151–152 

types of tests  147–153 
internal control over compliance  

606–607, 730, 741 
internal control over financial 

reporting 
see also internal control over 
financial reporting (AT 
501); internal control over 
financial reporting 
(PCAOB 5) 

audit results  967 
risks of material 
misstatement  944–945 

internal control over financial 
reporting (AT 501)  705–728 

automated controls  720 
control environment  711 
deficiencies  706, 715–716, 

727–728 
definition  706 
effective date/applicability  

705 
engagement acceptance  709 
entity-level controls  711 
examination integrated with 

audit  705–728 
forming an opinion  714–715 
fundamental requirements  

708–716 
illustrations  721–728 
interim controls testing  714 
interpretations  720–721 
management assertions  706, 

709, 722–723 
management report  728 
management representations  

714–715 
management responsibilities  

714–715 
material weakness  706, 715, 

716, 727–728 
misstatement sources  712 
multiple location entities  

719 

objectives  706–708 
opinions  714–715, 721–727 
outsourced services  719–720 
planning engagement   

710–712 
reporting process  711 
reporting requirements   

716–718 
report modifications  718 
risk assessment  709–710 
significant accounts/ 

disclosures  706, 712 
subsequent events  718–719 
subsequent year’s control 

testing  714 
substantive procedures  720 
testing controls  712–714 
timing/extent of controls 

tests  711 
types of controls tests  711 
using work of others  710 

internal control over financial 
reporting (PCAOB 5)   
899–919 

audit of financial statements, 
use of  907–908 

audit integrated with 
financial statement audit  
899–919 

auditor’s report  912–915 
benchmarking automated 

controls  916–917 
communications  911 
deficiencies  899–900,  

908–910 
effective date/applicability  

899 
extent of tests of controls  

908 
filings under federal 

securities statutes  914 
forming an opinion  910 
illustrations  917–919 
material weakness  900,  

909–910, 913 
misstatement sources  905 
multiple location scoping 

decisions  915 
objectives  900–901 
planning the audit  901 
report date  912 
report modifications   

913–914 
risk assessment  901–902 
risk of control ineffectiveness  

906–907 

roll-forward procedures  908 
selection of controls  902–905 
service organizations, use of  
916 

significant accounts/ 
disclosures  900, 904–905 

special considerations for 
subsequent year audits  908 

subsequent events  914–915 
testing controls  906–908 
using work of others  902 
written representations   
910–911 

International Financial 
Reporting Standards (IFRSs)  
799–802 

interpretive publications  2, 6 
inventory  51, 196–206, 822 
inventory observation 

audit evidence  196–206 
checklists  202–205 
custodians  197–198 
illustrations  202–206 
outside inventory-taking 
firms  201–202 

physical inventory  198,  
200–201 

public warehouse holdings  
197, 206 

steps in  198 
investments  182–196, 822–823 
items, see also specific 

elements/accounts/items; 
specified elements/accounts/ 
items 

J 

judgment  3, 128–129 

K 

key factors, definition  665 
key-item tests  263 
knowledge, special  189, 934 
known questioned costs, 

definition  606 

L 

laws and regulations (AU-C 
250)  67–72 

audit procedures  68–69, 70 
audit report  69 
auditor responsibilities  68 
communications  69–72 
effective date/applicability  

67 
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in financial statement audits  
67–72 

noncompliance  67, 69, 70–71 
objectives  67 

lawyers, inquiry of  208–217 
letters 

see also comfort letters; 
engagement letters; 
representation letters; 
written representations 

acknowledgment  242–244, 
867–868 

confirmation  377–378 
of instruction  369–371 

letters for underwriters (AU-C 
920)  533–570 

see also comfort letters 
applicability  533–534 
application techniques  546 
communications with 
underwriter  536–537 

draft comfort letter  537 
effective date  533 
engagement acceptance  536 
format/content of comfort 
letters  538–541 

group financial statements  
537 

illustrations  546–570 
information other than 
audited financial statements  
541–545 

issuing letters under other 
standards  538 

objectives  536 
other matters  545–546 
other requesting parties  
533–570 

reports to other parties  536 
representation letters  536, 
549–552, 566–569 

shelf registration  538 
leverage ratios  249 
liabilities  824–825, 831–832 
likely questioned costs, 

definition  606 
limited use of prospective 

financial statements, definition  
665 

linear regression  251-252 
liquidity ratios  248-249 
litigation, claims and 

assessments  207–217 
accounting considerations  

207–208 

attorney refuses to respond  
214 

audit evidence  207–217 
audit procedures  208 
client without lawyer  211–212 
house/inside counsel  213–214 
illustrations  215–217 
inquiry of lawyers  208–217 
interim financial information  

214, 582 
lawyers on board of 

directors  212 
litigation with insurance 

company  213 
litigation not investigated by 

lawyer  213 
resignation of attorney  214 

litigation services  639, 797–798 
long-term liabilities  824 

M 

management 
see also those charged with 

governance 
definition (AR 60-90)  777 
definition (AU-C 200)  2 
definition (AU-C 260)  73 
interim financial information  

586–587 
senior  900 

management ability/intent   
188–189 

management assertions 
compliance attestation   

742–743 
definition  706 
internal control over 

financial reporting  706, 
709, 722–723 

service organization controls  
772–774 

management bias, definition  
283 

management disagreements  978 
management forecasts  331–333 
management override of controls  

42, 43–45, 61–65 
management plans  328–331 
management point estimate, 

definition  283 
management report  890 
management representations 

compliance attestation   
731–732 

financial statement reviews  
833 

internal control over 
financial reporting  714–715 

material weakness  889–890 
written representations   
339–340, 351–352 

management responsibilities 
auditor’s responsibilities  7 
compliance audits  608 
fair value accounting 
estimates  293 

internal control over 
financial reporting  714–715 

management specialists 
see also specialists 
audit evidence  177, 178 
definition (AU-C 500)  177 
definition (AU-C 620)  393 

Management’s Discussion and 
Analysis (MD&A)  745–752 

accepting engagements   
746–747 

definition  745 
effective date/applicability  

745 
examinations  746–747,  

748–750 
illustrations  748–752 
objectives  746 
performance  747, 748 
reporting  747, 748 
review  747–748, 750–752 
summary  745–752 

material accounting estimates  
284–285 

material misstatement of fact  
674–675 

material misstatements 
see also misstatement...; risks 

of material misstatement... 
audit risk  930 
consistency of financial 

statements  449, 923 
emphasis-of-matter 

paragraphs  443–445 
financial statements  107, 

421, 425–426, 427–429 
group financial statements  

368–369 
misstatement evaluation  

174–175 
opening balances  239 
prior year financial 

statements  239 
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qualified opinions  421,  
425–426, 443–445 

material noncompliance 
see also noncompliance 
compliance attestation   
742–743 

compliance audits  606, 607, 
614 

definitions  606, 607 
risk of  607, 614 

material weakness 
see also material weakness 
(PCAOB 4) 

communicating internal 
control related matters  81, 
82–83, 86–90 

definition (AT 501)  706 
definition(AU-C 265)  81 
definition (PCAOB 5)  900 
interim financial information  
587 

internal control over 
compliance  606 

internal control over financial 
reporting  706, 715, 716, 
727–728, 900, 909–910, 913 

material weakness (PCAOB 4)  
885–898 

auditor’s report  890–893 
basic requirement  886 
continuing to exist  885–898 
control objectives/assertions  
885, 894 

effective date/applicability  
885 

evaluating if still exists  888 
evaluation framework   
886–887 

illustrations  895–898 
management report  890 
management representations  
889–890 

objectives  885 
performing the engagement  
887–888 

previously reported  885–898 
quarterly disclosures  894 
report date  893 
reporting on  885–898 
scope limitations  889 
subsequent events  893–894 
using work of others  888–889 

materiality 
see also materiality (PCAOB 
11) 

audit risk  125–126, 127, 
172–173 

compliance attestation   
739–740, 742–743 

component materiality  362 
financial statement 
compilations/reviews   
779–780 

group financial statements  
364 

specific elements/accounts/ 
items  483 

written representations  342, 
344, 978 

materiality (PCAOB 11)   
937–939 

as audit progresses  938–939 
consideration of  937–939 
in context of audit  937 
effective date/applicability  
937 

establishing appropriate 
levels of  938 

multilocation engagements  
938 

objectives  937 
planning/performing audit  
125–129, 937–939 

tolerable misstatement  938 
materiality in planning/ 
performing audit (AU-C 320)  
125–129 

audit risk  125–126, 127 
documentation  128 
effective date/applicability  
125 

materiality benchmarks  129 
objectives  125–126 
planning materiality   
127–128 

preliminary judgments   
128–129 

materially misleading financial 
statements  866 

misappropriation of assets  49, 
51, 58–59 

misstatement evaluation (AU-C 
450)  171–176 

audit findings  173–174 
audit risk  171 
closest reasonable estimate  
173–174 

communication to 
management  173 

documentation  175 

effective date/applicability  
171 

financial statements   
174–175, 176 

general requirements  172 
identified during audit   
171–176 

materiality  171 
material misstatement   
174–175 

nature and causes  171–172 
objectives  171–172 
prior period misstatements  
176 

qualitative characteristics  
174 

misstatement of fact, definition  
451 

misstatements 
see also material 
misstatements; tolerable 
misstatement 

audit committee 
communications  978 

audit results  964–965 
audit sampling  262, 272–273 
communicating internal 
control related matters   
85–86 

definition (AU-C 200)  3 
definitions (AU-C 450)  171 
internal control over 
financial reporting  712, 905 

sources  712, 905 
modifications to opinions (AU-C 

705)  419–436 
see also opinions 
adverse opinions  422,  
427–429 

basic/general requirements  
420 

definition  419 
departure from GAAP  424 
disclaimer of opinion  422, 
431–433, 435–436 

effective date/applicability  
419 

illustrations  424–436 
inadequate disclosure  421, 
426–427 

in independent auditor’s 
report  419–436 

objectives  419 
qualified opinions  420–421, 
425–427, 429–430, 433–435 
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scope limitation  422–424 
sufficient evidence  429–433 
unmodified opinions   
433–436 

monitoring, definition  18 
multilocation engagements   

933–934 
multiple location entities  719 

N 

national economic data  248 
negative assurance, definition  

534 
negative confirmation requests  

219, 223, 225 
network, definition  18 
network firm, definition  18 
noncompliance 

see also compliance... 
audit risk  605 
compliance audits  605, 606, 
607, 614 

compliance illustrations  
495–499 

definition  67 
detection risk of  606 
laws and regulations in audit  
67, 69, 70–71 

material  606, 607, 614,  
742–743 

risks of material  607, 614 
nonissuer, definition  777 
nonpublic clients  343–344 
nonpublic companies  356 
nonresponse  219, 223, 228 
nonsampling risk, definition  259 
nonstatistical audit sampling  

264–271 
documentation  267, 270–271 
selection methods  264–265 
substantive tests  268–271 
tests of controls  265–267 

nonstatistical sampling, 
definition  260 

notes payable  824 

O 

objectivity, definition  900 
objectivity of internal auditor  

381–382, 385–386 
obligations  141, 154–160 

see also rights and 
obligations 

observation  152, 196–206 

OCBOA see other 
comprehensive bases of 
accounting 

occurrence  140, 142, 154–160, 
194 

omitted procedures (AU-C 585)  
353–358 

after report release date  
353–358 

application of  355 
definition  353 
distinction from AU-C 560  
354 

documentation  357 
effective date/applicability  
353 

illustrations  357–358 
importance of  355, 356–357 
inability to apply  355 
nonpublic companies  356 
no substitutes  354 
objectives  354 
professional disagreements  
353 

public companies  356 
subsequent events/discovered 
facts  354 

urgency of resolution  356 
opening balances (AU-C 510)  

237–244 
applicability  237 
definition  238 
effective date  237 
illustrations  240–244 
initial engagements  237–244 
objectives  238 
reaudit engagements  237–244 

operating effectiveness 
internal control  142–153 
service organization controls  

756–757 
tests of  165 
type 2 report  162, 754,  

764–767, 769, 770, 772–773 
operation deficiency, definition  

900 
“opinion shopping”  527 
opinions 

see also adverse opinions; 
disclaimer of opinion; 
modifications to opinions ; 
qualified opinions; 
unmodified opinions 

comparative financial 
statements  408–409 

compliance attestation   
741–742 

forming an opinion on 
financial statements   
405–418 

internal control over financial 
reporting  714–715, 721–727, 
910 

material weakness  895–898 
prospective financial 
statements  670–671 

service organization controls  
765, 768, 769–772 

summary financial 
statements  503, 505–509 

supplementary information  
458, 459–460 

oral communication  586 
see also communication... 

ordinary audit, objective of  4 
organization charts  385 
organization-wide audit, 

definition  607 
other auditing publications  3, 6 
other comprehensive bases of 

accounting (OCBOA)  470, 
777 

other information 
see also other information 

(AU-C 720) 
attest engagements  637–638 
audit committee 

communications  977 
comfort letters  541–545, 

556–560 
interim financial information  

592 
service organization controls  

758 
other information (AU-C 720)  

451–454 
AU 550  451, 452 
definition  451–452 
documents containing 

audited financial statements  
451–454 

effective date/applicability  
451 

fundamental requirements  
452–453 

illustrations  454 
objectives of AU 550  452 
objectives of AU-C 720   

452 
summary of changes  451 
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other-matter paragraphs 
see also other-matter 

paragraphs (AU-C 706) 
other information  454 
supplementary information  

459–460 
other-matter paragraphs (AU-C 

706)  437–445 
definition  437 
effective date/applicability  
437 

fundamental requirements  
438–439 

illustrations  440–445 
objectives  437–438 

outcome of accounting estimate, 
definition  283 

outsourced services  719–720 
ownership of documentation  28 
ownership equity  331 

P 

paragraphs see emphasis-of-
matter paragraphs; other-
matter paragraphs 

partial presentations  665,  
667–668 

partners  17, 18, 362, 931 
pass-through entity, definition  

607 
personal financial plans   

869–871 
personal financial statements 

(AR 600)  869–871 
alternative report required  
870 

effective date/applicability  
869 

exemption  870 
illustrations  870–871 
interpretations  870 
marking on each page  870 
objectives  869 
in personal financial plans  
869–871 

reporting  869–871 
personnel, definition  18 
personnel management  21 
pervasive, definition  419 
physical inventory  198, 200–201 
planning an audit 

see also audit planning; 
planning an audit  
(AU-C 300) 

internal control over 
financial reporting  901 

materiality  125–129 
special purpose frameworks  

470 
planning an audit (AU-C 300)  

91–96 
audit plans  92, 93–94 
audit strategies  91–92, 93–96 
effective date/applicability  

91 
objectives  91 
preliminary activities  91 
specialized skills  92 

planning engagements  683, 
686–687, 710–712, 738–739 

plans  92–94, 869–871, 933 
point estimate, 

auditor/management  283 
policies and practices  20, 974 
population, audit sampling  259, 

268, 269, 274 
positive confirmation request, 

definition  219 
preconditions for audit  9–11 
predecessor accountant, 

definition  865 
predecessor/successor 

accountant communications 
(AR 400)  865–868 

effective date/applicability  
865 

engagement acceptance 
inquiries  866 

general requirements  866 
illustrations  867–868 
interpretations  867 
materially misleading 

financial statements  866 
objectives  865 
successor acknowledgment 

letter  867–868 
working papers, access to  

866 
predecessor auditors 

comparative financial 
statements  409–410,  
849–850, 853–854, 858–859 

definition  238 
filings with US SEC  572 
inquiries of  12 
subsequent events  310,  

315–316, 572 
subsequently discovered 

facts  310, 315–316 

premise, definition  3 
prepaid expenses  822 
preprinted reports  862 
prescribed forms (AR 300)   

861–864 
compilation reports in   

861–864 
definition  861 
disclosure departures  862 
effective date/applicability  

861 
general requirements  862 
illustrations  863–864 
interpretations  862 
measurement departures  862 
objectives  861 
preprinted accountant’s 

report  862 
presentation 

audit procedures  142,  
154–160 

financial forecasts/ 
projections  665, 667–668 

partial  665, 667–668 
pro forma financial 
information  696 

preventive control 
definition (AT 501)  706 
definition (PCAOB 5)  900 

prior period financial statements  
850, 852–860 

prior period misstatements  176 
prior year financial statements  

239 
probability  276–282 
professional disagreements  353 
professional judgment, definition  

3 
professional skepticism 

auditor’s responsibilities  5, 7 
definition (AU-C 200)  3 
definition (PCAOB 13)  955 
fraud in financial statements  
38 

professional standards, 
definition  18 

proficiency  683, 686 
profitability ratios  249-250 
pro forma financial information 

see also pro forma financial 
information (AR 120); pro 
forma financial information 
(AT 401) 

comfort letters  542–543, 
554–555 
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pro forma financial information 
(AR 120)  841–846 

compilations  841–846 
effective date/applicability  
841 

engagement letter  844–845 
illustrations  844–846 
objectives  841 
performance requirements  
842–843 

reporting obligations   
841–842 

reporting requirements  843 
understanding with entity  
842 

pro forma financial information 
(AT 401)  691–703 

accountant’s objectives  692 
conditions for reporting  692 
definition  691 
effective date/applicability  
691 

engagement objectives   
692–693 

examination of information  
692–693, 697–702 

form of report  694–696 
historical financial 
statements  697 

illustrations  697–703 
nonaudit/nonreview clients  
696 

objectives  691–692 
presentation  696 
procedures  693–694 
reporting on  691–703 
report modification  696 
review  693, 698–699 
use of  692 

program-specific audit, 
definition  607 

projections see financial 
forecasts/projections 

property and equipment  823 
prospective financial statements  

668–673, 676, 678 
accountant’s report  669–670 
agreed-upon procedures  
672–673 

compilation of  664, 668–669, 
683–686 

definitions  664–665 
examination of  664, 669–672 
examination part of larger 
engagement  672 

general use of  665 

limited use of  665 
part of examination made by 

another accountant  671 
practitioner’s opinion 

modified  670–671 
practitioner’s reports   

668–669, 673 
standard examination report 

modified  671–672 
standards  668, 669 
training in compilation  683 

publications 
attest engagements  622 
GAAS hierarchy  993–994 
interpretive  2, 6 
other auditing  3, 6 

public companies  201–202, 356 
Public Company Accounting 

Oversight Board (PCAOB) 
standards (PCAOB 1)  873–876 

see also individual standards 
effective date/applicability  

873 
fundamental requirements  

873 
illustrations  876 
interpretations  875 
other PCAOB guidance  

874–875 
other staff guidance  875 
references in auditors’ 

reports  873–876 
Staff Audit Practice Alerts  

874 
staff questions/answers   

874–875 
public warehouse holdings  197, 

206 

Q 

qualifications 
auditor’s specialist  394 
employees  150 
engagement quality 

reviewers  925–926 
qualified costs  606, 607 
qualified opinions 

see also opinions 
attest engagements  644–645 
emphasis-of-matter 

paragraphs  443–445 
financial forecasts/ 

projections  671, 678 
modifications to opinions  

420–421, 425–427, 429–430, 
433–435 

modified service auditor’s 
report  769–771 

supplementary information  
459, 460 

unqualified opinions   
721–723, 725–727, 918–919 

qualitative aspects 
accounting practices  78–79, 

965–966 
audit documentation  31 
audit sampling  262 

quality control for engagement 
(AU-C 220)  17–23 

acceptance/continuance of 
engagements  22–23 

administration of  23 
due professional care  19–20 
effective date/applicability  
17 

elements of  20–21 
in accordance with GAAS  
17–23 

objectives  19 
policies/procedures  20 
standards of control  19 
supervision  21–23 

quality control standards  19, 
635 

quality reviews  925–928 
quarterly disclosures  894 
questioned costs, definition  607 

R 

random number sampling  265 
range, auditor  283 
ratio analysis  247–248, 248–250 
reasonable assurance,  

definition  3 
reasonable period of time, 

definition  323 
reasonableness  3, 23, 285,  

291–292, 323 
reaudit  237–244 
receivables  822 
reclassifications  449 
reconciliations  152 
recurring audit, definition  9 
regression analysis  251–252 
regulatory aspects 

see also laws and regulations 
compliance  493–499 
financial statement audits  
67–72 

risks of material 
misstatement  942 
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special purpose frameworks  
469, 475–478 

reissued reports 
auditors’ reports  313–314, 
315–316 

audit reports  326 
compliance reports  612–613 
definition  847 
predecessor auditors’ reports  
409–410 

related parties (AU-C 550)  
297–308 

accounting considerations  
298–299 

audit procedures  299–303 
checklist  305–308 
definition  297 
determining existence of  304 
effective date/applicability  
297 

equivalence representations  
303 

identified related parties  302 
illustration  305–308 
objectives  297–298 
public company procedures  
201–202 

risk evaluation  303 
specifically designed 
procedures  303 

transactions  302, 303–305 
written representations  305 

relevance of audit evidence  970 
relevant assertions 

definition (AT 501)  706 
definition (AU-C 315)  97 
definition (PCAOB 5)  900 
material misstatements  952 
significant accounts/ 
disclosures  952 

relevant ethical requirements, 
definition  18 

reliability of audit evidence  970 
report on management’s 

description of service 
organization’s system and 
suitability of design of controls 
(type 1 report)  161, 753–754, 
767–769, 773–774 

report on management’s 
description of service 
organization’s system and 
suitability of design and 
operating effectiveness of 
controls (type 2 report)  162, 

754, 764–767, 769, 770,  
772–773 

reporting 
see also financial reporting 
audit strategies  95 
comparative financial 
statements  847–860, 850 

compliance  493–499,  
610–612 

financial statement 
compilations  782–783 

financial statement reviews  
790–791 

Management’s Discussion 
and Analysis  747, 748 

material weakness  885–898 
opening balances  239–240 
personal financial statements  
869–871 

pro forma financial 
information  691–703,  
841–842, 843 

required supplementary 
information  463–465 

service organization controls  
753–774 

specified elements/accounts/ 
items  835, 837, 840 

summary financial 
statements  501–509 

reporting accountant, definition  
526 

reporting entities  448–449 
reporting on financial 

statements (AU-C 700)  405–
418 

addressees  411 
auditor’s standard report  

407–408 
comparative financial 

statements  405, 408–410, 
411–418 

effective date/applicability  
405 

forming an opinion and  
405–418 

illustrations  411–418 
interpretations  410–411 
objectives  406 

report release date 
definition (AU-C 230)  25 
definition (PCAOB 3)  877 

reports 
see also auditor’s report; 

audit reports; reissued 

reports; review reports; 
written reports 

applicable financial 
reporting framework   
528–529 

comparative financial 
statements  849–850,  
851–860 

on controls placed in 
operation  165 

management report  890 
service auditors  166,  
167–169, 759–774 

tests of operating 
effectiveness  165 

updated  847 
representation letters 

see also written 
representations 

agreed-upon procedures 
engagements  656, 658 

attest engagements  636–637 
comfort letters  549–552, 

566–569 
financial statement reviews  

827–833 
interim financial information  

593–596 
letters for underwriters  536, 

549–552, 566–569 
requesting party, definition  
534–535 

required supplementary 
information (AU-C 730)   
463–468 

see also supplementary 
information... 

coordination with other 
areas  466 

definition  463 
effective date/applicability  

463 
illustrations  466–468 
objectives  464 
omitted/included  465,  

466–467 
prescribed guidelines  463, 

466, 467 
procedures  464 
reporting on  464–466 

responsible parties 
attest engagements  626, 

645–646, 648 
definition (AT 101)  626 
definition (AT 301)  665 
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restricted-use written 
communications (AU-C 905)  
511–517 

adding new specified parties  
512 

alert restricting auditor’s 
communication  511–517 

combined communications  
513, 516–517 

effective date/applicability  
511 

illustrations  513–517 
language of report  512 
limiting report distribution  
513 

objectives  511 
reports requiring restriction  
512 

restructuring debt  330–331 
results see audit results 
retention of auditor  975 
revenue  826 
review 

see also financial statement 
reviews 

MD&A  747–748, 750–752 
SSARSs  990 

review evidence, definition  777 
review reports 

attest engagements  634–635, 
647–649 

comparative financial 
statements  849–850,  
853–854, 856–860 

engagement quality  925–928 
financial statement reviews  

792 
interim financial information  

587–590, 597–603 
rights and obligations  141,  

154–160, 196 
risk see individual types; risk... 
risk alerts, AICPA  993 
risk assessment 

audit procedures  131–160 
compliance attestation  736 
control risk  960 
derivatives  182, 183, 189–191 
fair value accounting 

estimates  293 
fraud  42–45, 966 
group financial statements  

364, 365 
internal control over 

financial reporting   
709–710, 901–902 

procedures  97, 100–101 
risks of material 

misstatement  97–124,  
941–954 

securities  182, 183, 189–191 
risk evaluation, related-party 

transactions  303 
risk factors see fraud risk 

factors 
risk identification  38–42,  

49–51, 107–108, 941–954 
risks of material misstatement 

see also risks of material 
misstatement (AU-C 315); 
risks of material 
misstatement (PCAOB 12); 
risks of material 
misstatement (PCAOB 13) 

audit procedures  131–135 
definition  3–4 
fraud  46 

risks of material misstatement 
(AU-C 315)  97–124 

assessment of  97–124 
basic requirements  99 
client’s industry  110–111 
continuing client’s business  

114 
design of internal control  

106–109 
the economy  110 
effective date/applicability  

97 
the entity and its 

environment  97–124 
illustrations  119–124 
internal control  97, 102–109, 

114–119 
IT and internal control   

117–119 
new client’s business   

111–113 
objectives  98–99 
risk assessment  100–101 

risks of material misstatement 
(PCAOB 12)  941–954 

analytical procedures   
948–949 

appropriateness of 
accounting principles  943 

assessing risks  941–954 
company business risks  944 
company objectives/ 

strategies  944 
company performance 

measures  944 

company risk assessment 
process  946 

controls  945–946, 947, 953 
effective date/applicability  

941 
fraud  949–953 
identifying risks  941–954 
information and 

communication  946–947 
inquiries regarding fraud 

risks  950–951 
internal control  944–945, 

947–948 
internal control over 

financial reporting  944–945 
nature of company  942–943 
objectives  941 
performing procedures   

941–942 
regulatory and other external 

factors  942 
relevance of information  

948 
revision of assessments  954 
risk assessment  941–954 
risk identification  941–954 
significant accounts/ 

disclosures  952 
significant risks  953 
team discussions  949–950 
tests of controls  947–948 
understanding company/ 

environment  942–948 
understanding relevant 

industry  942 
walk-throughs  947 

risks of material misstatement 
(PCAOB 13)  955–962 

auditor’s responses to   
955–962 

control risk assessment  960 
dual-purpose tests  955, 962 
effective date/applicability  

955 
financial statement audits  

957–958 
fraud risks  957 
internal control audit  960 
nature/timing/extent of 

procedures  956–957 
objectives  955 
overall auditor responses  

955–956 
significant risks  957 
substantive controls 960–962 
testing controls  957–960 
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risks of material noncompliance  
607, 614 

roll-forward procedures  908 

S 

sampling  145–147 
see also audit sampling... 

sampling risk  259, 270 
sampling unit  259, 269 
securities  182–196 

audit evidence  182–196 
control risk  182, 191–192 
designing audit procedures  

182–183 
fair value  185–187 
hedging activities  187 
identifying controls  183 
investments in  182–196 
management ability/intent  

188 
risk assessment  189–191 
service organizations   

192–194 
special skills/knowledge  189 
testing controls  183 
valuation  183–187 

Securities Act 1933 (US)  214, 
571–576 

Securities and Exchange 
Commission (SEC) 

compliance with  540–541 
filings under US Securities 
Act 1933  571–576 

fraud in financial statement 
audit  52–54 

letters for underwriters   
540–541 

securities offerings, definition  
535 

segment reporting  217 
selected items, audit evidence  

181–217 
senior management, definition  

900 
service auditor 

definition (AT 801)  754 
definition (AU-C 402)  162 

service auditor’s report 
modified  769–771 
preparation  759–764 
service organizations  166, 
167–169, 753–754, 759–774 

type 1 report  161–162,  
753–754, 761–763, 767–769, 
773–774 

type 2 report  162, 754,  
759–761, 764–767, 769, 770, 
772–773 

service organization controls 
(AT 801)  753–774 

acceptance/continuance  755 
communication 

responsibilities  764 
criteria  753, 755–756 
definition  753 
documentation  759 
effective date/applicability  

753 
evidence regarding controls 

design  756 
evidence regarding controls 

operating effectiveness  
756–757 

evidence regarding systems  
756 

illustrations  764–774 
inclusive method  753,  

771–772 
internal audit function  753, 

757–758 
management  755, 772–774 
objectives  754 
other information  758 
reporting  753–774 
service auditor’s report   

753–754, 759–774 
subsequent events  758–759 
subservice organizations  

754, 771–772 
suitability of criteria  755–756 
those charged with 

governance  755 
understanding systems  756 
written representations  758 

service organization, entity using 
(AU-C 402)  161–169 

effective date/applicability  
161 

fundamental requirements  
163–165 

illustration  167–169 
objectives  162–163 
reports on controls  165 
service auditor’s report  166, 

167–169 
service organizations 

see also service... 
audit evidence  192–194 
definition (AT 801)  754 
definition (AU-C 402)  162 
derivatives  192–194 

internal control over 
financial reporting  916 

securities  192–194 
systems  162, 754, 756 

shared activities  144–145 
shelf registration  538 
short-term notes payable  824 
significant accounts/disclosures 

definition (AT 501)  706 
definition (PCAOB 5)  900 
internal control over 

financial reporting  706, 
712, 900, 904–905 

risks of material 
misstatement  952 

significant component, definition  
362 

significant deficiencies 
see also deficiencies in 

internal control 
communicating internal 

control related matters  81, 
86–89 

definition (AT 501)  706 
definition (AU-C 265)  81 
engagements  925 
interim financial information  

587 
internal control over 

compliance  607 
internal control over 

financial reporting  706, 
715–716, 727–728 

significant engagement 
deficiency, definition  925 

significant findings  28, 878 
significant issues, definition  878 
significant risk 

definition (AU-C 315)  98 
definition (PCAOB 7)  925 
risks of material 

misstatement  953, 957 
significant unusual transactions  
45, 976–977 

single financial statements (AU-
C 805)  481–491 

effective date/applicability  
481 

fundamental requirements  
484 

guidance  481 
illustrations  484–489 
objectives  482 
and specific elements/ 

accounts/items  481–491 
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skepticism see professional 
skepticism 

skills, special  92, 189 
solvency  639 
special considerations 

group financial statements  
359–378 

internal control over 
financial reporting  908 

single financial statements  
481–491 

special purpose frameworks  
469–479 

specified elements/accounts/ 
items  481–491 

special purpose financial 
statements  469, 799 

special purpose frameworks 
see also special purpose 
frameworks (AU-C 800) 

compilation reports in 
prescribed forms  863–864 

single financial statements  
485–487 

specific elements/accounts/ 
items  488–489 

special purpose frameworks 
(AU-C 800)  469–479 

auditor’s standard report  
470–471 

audits prepared in 
accordance with  469–479 

bases of accounting   
469–470, 471–479 

cash basis accounting   
472–473 

contractual basis accounting  
478–479 

definition  469 
effective date/applicability  

469 
illustrations  471–479 
objectives  470 
planning/performing audit  

470 
regulatory basis accounting  

469, 475–478 
tax basis accounting   

473–474 
terms of engagement  470 

special skills/knowledge  92, 
189, 934 

specialists 
see also auditor’s specialist 
agreed-upon procedures 

engagements  654 

compliance attestation  731 
fair value accounting 

estimates  287–288 
management  177, 178, 393 

specific considerations, selected 
items  181–217 

specific elements/accounts/items 
(AU-C 805)  481–491 

auditor’s report  483–484 
examples of  482 
financial reporting  482 
financial statements  481–491 
GAAS applications  482 
guidance  481 
illustrations  484–489 
materiality level  483 
objectives  481 
other services  482 
scope of audit  483 
and single financial 

statements  481–491 
special considerations   

481–491 
specific transaction, definition  

526 
specified elements/accounts/ 

items (AR 110)  835–840 
accountant not independent  

838 
compilations  835–840 
effective date/applicability  

835 
engagement letter  838–839 
of financial statements   

835–840 
illustrations  838–840 
objectives  835 
performance requirements  

837 
reporting obligations  835 
reporting requirements  837 
reports using different bases  

840 
understanding with client  836 

specified parties  511, 512 
staff, definition  18 
Staff Audit Practice Alerts  874 
standardization of 

documentation  29 
standard reports  848–849 

see also auditor’s standard 
report 

standards 
see also accounting standards 
agreed-upon procedures 

engagements  652 

application of requirements  
527–529 

ASB Clarity Project  982 
attestation  621–625,  

628–635 
cross-references to other  

989–990 
financial reporting 

framework generally 
accepted in another country  
520 

GAAS  1–8, 17–23, 482, 
490–491, 993–994 

Government Auditing 
Standards  606, 641 

IFRSs  799–802 
letters for underwriters  538 
professional  18 
prospective financial 

statements  668, 669 
quality control  19, 635 
references to PCAOB 

standards  873–876 
SASs  6, 989 
SSAEs  619–620, 621–625, 

708, 989–990 
SSARSs  990 

stated control objectives, 
definition  885 

statements see financial 
statements; Statements... 

Statements on Auditing 
Standards (SASs)  6, 989 

Statements of Position, Auditing 
and Attestation  992 

Statements on Standards for 
Accounting and Review 
Services (SSARSs)  990 

see also review... 
Statements on Standards for 
Attestation Engagements 
(SSAEs) 

see also attest 
engagements...; Statements 
on Standards for 
Attestation Engagements 
(SSAEs) (AT 20) 

cross-references to  989–990 
internal control  708 

Statements on Standards for 
Attestation Engagements 
(SSAEs) (AT 20)  619–620 

effective date/applicability  
619 

presumptively mandatory 
requirements  619 
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professional requirements  
619–620 

unconditional requirements  
619 

Statements on Standards for 
Attestation Engagements 
(SSAEs) hierarchy (AT 50)  
621–625 

attestation interpretations  
622 

attestation standards  621–622 
effective date/applicability  
621 

other attestation 
publications  622-625 

statistical audit sampling   
271–282 

calculating sample size   
271–274 

confidence limits  274–282 
dollar value evaluation  277 
equal-probability sampling  
276–282 

evaluation of samples  275 
substantive tests  274–275 

statistical sampling, definition  
260 

strategies see audit strategies 
stratification, audit sampling  

260, 261 
subject matter 

agreed-upon procedures 
engagements  653 

attest engagements  626, 
642–648 

definition  626 
submission of financial 

statements, definition  777 
subsequent events 

see also subsequent events 
(AU-C 560); subsequently 
discovered facts... 

attest engagements  638–639 
audited/unaudited financial 

statements  574 
comfort letters  543–544 
compliance attestation  734, 

736 
current auditor  573 
filings with US SEC  572–574 
financial statement 

compilations  784 
financial statement reviews  

793 
interim financial information  

584 

internal control over financial 
reporting  718–719, 914–915 

material weakness  893–894 
predecessor auditors  310, 
315–316, 572 

service organization controls  
758–759 

subsequent events (AU-C 560)  
309–321 

accounting considerations  
310–311 

auditing procedures  311 
checklist  319–321 
definition  309 
effective date/applicability  

309 
illustrations  319–321 
objectives  309–310 
omitted procedures (AU-C 

585)  354 
procedures for becoming 

aware of  317–318 
types of events  316–317 

subsequently discovered facts 
see also subsequent events...; 

subsequently discovered 
facts (AU-C 560) 

audited/unaudited financial 
statements  574 

comfort letters  546 
filings with US SEC  574 
financial statement 

compilations  784–785 
financial statement reviews  

793–794 
interim financial information  

592 
subsequently discovered facts 

(AU-C 560)  309–321 
accounting considerations  
310–311 

definition  309 
effective date/applicability  
309 

known after report release 
date  313–315 

known before report release 
date  312–313 

objectives  309–310 
omitted procedures  354 
parties to be notified   
318–319 

reissuance of predecessor 
report  315–316 

subservice organizations 
definition (AT 801)  754 

definition (AU-C 402)  162 
service organization controls  

754, 771–772 
substantial doubt  325, 327, 333 
substantive controls  960–962 
substantive procedures 

analytical procedures  246 
audit evidence  183, 194–196 
audit procedures  131,  

136–138 
definition  131 
internal control over 

financial reporting  720 
substantive tests 

analytical procedures  246, 
253–254 

audit sampling  261–262, 
268–271, 274–275 

nonstatistical audit sampling  
268–271 

sample size  261–262 
statistical audit sampling  

274–275 
successor accountants 

see also predecessor/ 
successor accountant 
communications 

definition  865 
successor auditors  592 
sufficiency, definition  969 
sufficiency of evidence 

audit evidence  966–967, 
969–970 

definition  177 
general guides  178 
internal audit function  382 
modifications to opinions  

429–433 
suitable qualified external 

person, definition  18 
summary financial statements 

(AU-C 810)  501–509 
auditor association  504 
basis of accounting  504 
dating report  504 
definition  501 
effective date/applicability  

501 
engagement acceptance   

502 
engagements to report on  

501–509 
form of opinion  503 
form of report  503–504 
illustrations  505–509 
objectives  501–502 
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opinions  503, 505–509 
procedures  502 
reporting on  501–509 
restrictions on use  504 
unaudited information  504 
written representations   
502–503 

supervision of audit engagement 
see also supervision of audit 
engagement (PCAOB 10) 

quality control  21–23 
supervision of audit engagement 

(PCAOB 10)  935–936 
effective date/applicability  
935 

objectives  935 
responsibility for  935 
team member supervision  
935–936 

supplementary information 
see also required 
supplementary information; 
supplementary information 
(AU-C 725) 

financial statement 
compilations  785, 806–807 

financial statement reviews  
794–795, 808–809 

supplementary information (AU-
C 725)  455–461 

AU 551  455 
dating auditor’s report  458 
definition  455 
effective date/applicability  

455 
fundamental requirements  

456–458 
illustrations  458–461 
objectives  456 
opinions  458, 459–460 
in relation to financial 

statements as a whole   
455–461 

systematic sampling  265 

T 

taxation 
illustrative review inquiries  

824 
income tax  819–820, 824 
tax basis of accounting  469, 

473–474 
tax returns  796 

technical practice aids, AICPA  
993 

terms of engagement 
see also terms of engagement 

(AU-C 210) 
financial reporting 

framework generally 
accepted in another country  
520 

special purpose frameworks  
470 

terms of engagement (AU-C 
210)  9–15 

effective date/applicability  9 
engagement acceptance   

10–11 
engagement letter  12, 13–15 
objectives  9 
predecessor auditor  

inquiries  12 
revising terms  13–15 

tests of controls 
attest engagements  641 
audit procedures  131,  

134–136, 142–153 
audit sampling  262 
definition (AT 801)  754 
definition (AU-C 330)  131 
design of internal control  

106 
internal control over 

financial reporting   
712–714, 906–908 

nonstatistical audit sampling  
265–267 

risks of material misstatement  
947–948, 957–960 

third parties  777, 783, 810–811 
those charged with governance 

see also management... 
auditor’s communications  

73–79 
definition (AR 60-90)  777 
definition (AU-C 200)  4 
definition (AU-C 260)  73 
interim financial information  

586–587 
planning an audit  93 
service organization controls  

755 
tolerable misstatement 

see also misstatement... 
definition  260 
materiality  938 
misstatement evaluation  172 
nonstatistical audit sampling  

269 

tolerable rate of deviation, 
definition  260 

training  683, 686 
transactions 

hypothetical  526 
related parties  302, 303–305 
significant and unusual  45, 

976–977 
specific  526 
testing  146, 151–152 

trend analysis  248, 250–251 
type 1/2 reports, service 

organizations  161–162,  
753–754, 759–774 

U 

unaudited financial statements  
574 

uncorrected misstatements, 
definition  171 

underwriters 
see also letters for 

underwriters 
definition  535 

unmodified opinions 
see also opinions 
definition  405 
modifications to opinions  

433–436 
summary financial 

statements  503, 505–507 
supplementary information  

459, 460 
unqualified opinions  721–723, 

725–727, 918–919 
see also qualified opinions 

unusual significant transactions  
45, 976–977 

updated report, definition  847 
user auditor 

definition (AT 801)  754 
definition (AU-C 402)  162 

user entity 
definition (AT 801)  754 
definition (AU-C 402)  162 

V 

valuation  141, 154–160, 183–187 
value see fair value... 
variables, evaluation  277–282 
variance analysis  248, 251 

W 

walk-throughs  900, 947 
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working papers  640, 866 
see also audit 

documentation... 
written communications see 

restricted-use written 
communications 

written personal financial plans  
869–871 

written reports  526, 530–531 
written representations 

see also letters...; written 
representations (AU-C 580) 

accounting estimates  285 
audit committee 

communications  978 
interim financial information  

583–584 
internal control over 

financial reporting  910–911 
 

related parties  305 
service organization controls  
758 

summary financial 
statements  502–503 

written representations (AU-C 
580)  339–352 

addressing letter  342 
date of letter  342, 344 
definition  339 
effective date/applicability  
339 

explicitly addressing 
materiality  344 

illustrations  345–352 
management representations  
339–340, 351–352 

materiality considerations  
342, 344 

 

objectives  339 
obtaining  340–341 
other AU-C sections  343 
scope limitations  342–343 
signing letter  342 
small nonpublic clients   

343–344 
tailoring letter  341 
updating letter  342 

X 

XBRL Instance Documents  
640, 646–647 

Y 

“Yellow Book” standards  606 
see also Government Auditing 

Standards 
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