INDEX

acceptance see engagement
acceptance
access control risk, tests 896
accountant’s reports, financial
forecasts and projections
633-634
accountant’s responsibilities,
Securities Act 1933 filings
543-544
accounting considerations, related
parties 278
accounting estimates 265-276
application techniques
271-276
biases that could result in fraud
38
changes 425
circumstances identification
266-267, 272
client’s responsibilities 271
communication 270
conformity 267-268
definition 265
disclosures 267-268, 270
documentation 271
fair value 273-274
fundamental requirements
266-271
illustrations 276
qualitative aspects 70
reasonableness 267, 272-274
significant assumptions 269,
275
specialist engagements 268
testing 268-269, 274-27€
valuation models 269, 275-276
accounting policies and practices
69-70, 91, 901-902,
911-912
accounting principle
changes 424, 858
public companies 880
accounting records 165
accounting and review
engagements
see also Statements on
Standards for Accounting
and Review Services
financial statement preparation
743-750
general principles 735-741
accounts receivable 208-211,
213-217
accumulation of misstatements
244, 900-901
activity-level control testing
133-134

additional borrowing restrictions
311
adequacy, specialists legal
opinions 376-377
adjustment, procedures and fraud
risk assessment 37,
43-45
adverse opinions
compliance engagements
704
financial forecasts and
projections 634, 642
financial statements 435
internal controls 684685,
850
modifications 399, 405-406
other-matter paragraphs 435
separate reports 436
summary financial statements
481-483
supplementary informatiaa <35,
435
aged schedules of accou e
receivable 2C8
aggregation of mi statements 244,
900-90%
agreed-upon prc cedures
engagzsirents 615-626
applica‘ion techniques
321-623
asscrtions 617, 624-626
changing from another form of
appointment 620
claims of creditors 625-626
communication 622
compliance 694-696, 699,
701-702
definition 626
engagement acceptance
617-618, 621-622
financial forecasts and
projections 635-636,
644-645
fundamental requirements
616-620
illustrations 623-626
independence 621
internal auditors 618
interpretations 620-621
proposed acquisitions
624-625
reporting 618-619, 623-626
representation letters 619-620,
622
specified parties 619, 622
standards 616
subject matter 616
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agreements
auditor’s specialists 374,
380-381
requiring compliance reports
468
AICPA see American Institute of
Certified Public
Accountants
alerts that restrict use of written
communication 485-490
all items selected as audit evidence
907-908
American Institute of Certified
Public Accountants
(AICPA), audit and
accounting guide list
929-930
analytical procedures 227-240
application techniques
228-237
common-size financial
statements 232-233
definition 227
documentation 236-237
fraud 39, 45
fundamental requirements
228
general 229
going concern considerations
307
illustrations 237-239
industry comparisons 230
interim financial information
552, 563
obtaining evidence 907
overall conclusions 236
overall reviews 227, 228,
899-900
permanent files 234
ratios 230-231
regression 233-234
review engagements 780,
794-795
risk of material misstatement
885
substantive tests 227, 228,
234-236
trends 231-232
usage 227
variance 232
annual reports, management’s
discussion and analysis
710
antifraud programs and controls
47-48
application controls, test design
133
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application of omitted procedures

334-335

application reporting

financial reporting frameworks

497-502

application techniques
501-502

documentation 501-502

fundamental requirements
499-500

illustrations 502

standards 500

application techniques

accounting estimates 271-276

agreed-upon procedures
engagements 621-623

analytical procedures 228-237

audit documentation 24-25

audit evidence 167

auditor’s specialists 378-380

comfort letters 515

communication, those charged
with governance
68-69

compliance 61-63, 582-583,
699-701

entities using service
organizations 155-158

external confirmations
207-221

financial reporting framework
reports 501-502

forming opinions 388

fraud inquiries 42-48

going concern considerations
307-314

interim financial information
561-564

internal audit usage 364-368

internal control issues 75-78

inventory observation
183-188

material weaknesses previously
identified 831

materiality 118-119

misstatements 163—164

modification of opinions
400401

omitted procedures 335-337

procedures in response to
assessed risks 128-149

pro forma financial information
660-661

related parties 283285

reporting 388

reporting frameworks generally
accepted in another country
493

required supplementary
information 440

restricted-use reports 487

sampling 244-264

Index

securities and derivatives
176-180
subsequent events and facts
discovered 296-298
understanding the entity and its
environment 98—114
written representations
323-324
applied criteria, summary financial
statements
475, 476, 782-783
appropriateness (of audit evidence)
165, 166
evaluation 902-903
guidelines 905-906
supplemental information
918
arm’s-length transactions 277, 924
assertion-level risks 96, 866,
888-889
assertions
agreed-upon procedures
engagements 617,
624-626
arm’s-length transactions 924
audit evidence 906
definition 591
financial statements 908
management of a service
organization 731 -733
public company auii risk
866
risk of materiar misstatement
88R-%LD
suppeiting evidence 141-149
assessca visks
group financial statements 343
procedural performance
121-150
assessment
controls at service organizations
715-716
internal auditors 367
risk of material misstatements
96, 922-924
assessments involving the entity
application techniques
196-200
audit evidence 193-199
fundamental requirements
193-196
illustrations 200-202
interim financial information
200, 553
asset-backed securitizations, due
diligence 620-621
assets
disposal plans 309-310
misappropriation 4445,
51-52
assignment of engagement teams
17, 20

AT see Statements on Standards
for Attestation
Engagements

attest engagements 591-614

agreed-upon procedures
engagements 615-626
application techniques
621-623
compliance 694-696, 699,
701-702
fundamental requirements
616-620
illustrations 623-626
interpretations 620-621
client-prepared documents
containing attest reports
602-603
compliance 691-704
agreed-upon procedures
624-696, 699, 701-702
avplication techniques
€99-701
tundamental requirements
693-699
general requirements
693-694
illustrations 701-704
planning 699, 700
practitioner’s reports
695-696, 698-699
procedures 697-698
prohibited engagements
693
reporting modifications 699,
703-704
defense industry ethics and
conduct 604
definition 591
documentation 600-601
establishing an understanding
601
examination reports 598-599,
607-612
financial forecasts and
projections 627-654
agreed-upon procedures
635-636, 644-645
appendices 645-653
compilation 628, 631-632,
638-639, 646-648
documents 636-638
examination 633-635,
640-642, 648-653
fundamental requirements
630-638
general requirements
630-631
illustrations 638—653
modification of opinions
634-635
standard reports 638-641
standards 631-632, 633



attest engagements (Continued )

fundamental requirements
593-604
hierarchies of statements
589-590
illustrations 607-614
integrated audits 667-690
internal controls 606, 667-690
interpretations 590, 604—606
management’s discussion and
analysis 705-711
other publications 590
professional requirements in
statements 587
pro forma financial information
655-666
application techniques
660-661
fundamental requirements
656-659
illustrations 661-666
reporting 656, 658-659,
661-666
quality control standards
relationship 600
representation letters 601-602
review reports 599-600,
613-614
service organization’s controls
713-733
solvency 604
standards 594-600
subsequent events 603-604
tests of controls 606
XBRL instance documents
605-606

attestation standards 594-600
attorneys

refusal of response 199
resignations 199

attributes

fraud risks 35
sampling 247

AU-C see Clarified Statements on

Auditing Standards

audiences, audit documentation 22
audit committee communications

270, 886-888, 909-914,
924-925

audit documentation 21-30

see also documentation

application techniques 24-25

basic requirements 818-820

deficiencies 28

definitions 21, 817

engagement completion 820

form, content and extent
22-23

fundamental requirements
818-822

illustrations 27-30

internal auditors 366

Index

interpretations 24
omitted procedures 821
other requirements 8§22
ownership and confidentiality
23-24
predecessor auditors 822
preparation 25-26
Public Company Accounting
Oversight Board standards
817-822
quality 26-27
regulatory review 24
retention 821-822
revisions 23
subsequent changes 821-822
audit engagements see
engagements
audit evidence 165-202,
905-908
application techniques 167
appropriateness 165, 166,
905-906
client-prepared documents
906
contingencies 193—-199
definition 1, 165
examples that may supror:
specific assertians in
financial statemaits
141-149
financial stai¢mout assertions
906
inconsistency and reliability
905:906, 908
insutficiency 400-401
inwerpretations 167-168
1ventory observation
183-192
investments in securities and
derivatives 169-183
legal interpretations to support
assertion of isolation
criterion for transfers of
financial assets 375-378
litigation, claims, and
assessments involving the
entity 193-202
management’s assertions over
internal controls 671
obtaining 166-167, 906-907
procedures for obtaining
906-907
relevance 905-906
segment reporting 202
specific considerations for
selected items 169-202
sufficiency 127, 165, 166,
905-906
supplemental information 918
audit file, definition 21
audit guides, auditor’s specialists
380
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audit plans 82, 83, 869
see also planning
audit procedures 121-150
see also analytical procedures;
procedures; substantive
procedures
application controls 133-134
application techniques
128-149
assessed risk investigations
121-150
automated procedures
133-134
design 129-131
differences to reviews 776
focus groups 139
fundamental requirements
122-128
further procedures 123-124
going concern considerations
504, 307-308
1quiries 136-139
interim dates 128-129
internal control operations
131-136
materiality 874-875
observation 141
obtaining evidence 906-907
overall responses 122—123
quality reviews 862-863
reconciliations 141
results evaluation 141
risk of material misstatement
892-897
sample sizes 134-136
shared activities 133-134
statistical sampling 135-136
supplemental information 916
tests of controls 121, 124-126
transaction tests 135, 140
types of tests 136-141
audit results evaluation 899-903
audit risk 1
materiality 115-117
misstatement evaluation 160
model 88-89
public companies 865-866
audit sampling 241-264,
907-908
see also sampling
audit strategy
audit committee communication
911
planning 81-82, 83-84,
868-869
public companies 868-869, 877,
880-881
audited financial statements
accompanying interim financial
information 561
quality reviews 862-863
auditing, overall objectives 1-8
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auditors
communication with those
charged with governance
65-70
definition 1
going concern responsibilities
303-304
noncompliance detection
59-60
presumptively mandatory
requirements 5
related party communications
921
relationship with small
nonpublic clients
323-324
responses to risk of material
misstatements 891-897
responsibilities 4, 7
unconditional requirements 5
auditor’s reports
see also reporting
material weaknesses previously
identified 828-830
quality reviews 862—-863
references to PCAOB standards
813-816
auditor’s specialists
adequacy of opinions 376-377
application techniques
378-380
audit guide reference 380
CPA firm employees 379
data testing 379
decision to use 376
definition 373
engagement letters 380—381
fundamental requirements
373-375
illustrations 380-382
interpretations 375-378
qualification 373-374
relation to client 374, 378-379
reporting effects 375
restricted use legal opinions
377-378
statements of independence
381-382
usage of work 373-382
automated controls/procedures
benchmarking 853-854
examinations 681
internal controls 681
test design 133-134
awareness letters, Securities Act
1933 filings 543, 544, 546

balance sheets, sampling 244
basic reports, compilation
engagements 755
basic requirements
audit documentation 818-820

Index

audit procedures 122
financial statement consistency
858
material weaknesses previously
identified 823-824
related parties 280
understanding the entity and its
environment 8§9-92
basis of accounting
compilation engagements
766770
review engagements 797-799,
803-804
special purpose financial
statements 443, 446-453
summary financial statements
478
benchmarking
automated controls 853-854
materiality 118-119
biases
accounting estimates 38
audit evaluation 901-902
block sampling 246
borrowings, going concern
considerations 310-3 11
business combinations, pro forn a
financial informatior 66+
business risks, public companies
877, 880-881

capsule financia! 1:tormation,
comfort lecers 504, 512,
531-522

carve-out.iaethod, subservice
¢rzanization reporting 713,
730

cash basis accounts 443,
446-447

causes, misstatements 159-160

certified public accounting (CPA)
firms, auditor’s specialists
379

changes in accounting estimates
425

changes in accounting principle
424, 858

changes in classifications 425, 859

changes during audits, audit
planning 870

changes in engagement
arrangements 620, 761,
778

changes of opinions see
modification of opinions

changes in presentation of cash
flows 425

changes in principle inseparable
from changes in estimates
424

changes in reporting entity
424

characteristics
fraud 42-43
substantive procedures 126—127
tests of controls 124-126
checklists
changes from audit/review to
review/compilation
engagement 778
compilation engagements
761-763
going concern considerations
314-317
internal audit usage 369-371
related parties 285-288
review engagements 775
claims
application techniques
196-200
audit evidence 193-202
of creditors 625-626
fundainental requirements
193-196
ill'istrations 200-202
mterim financial information
200, 553
Clarified Statements on Auditing
Standards (AU-C)
AU-C 200 1-8
AU-C 210 9-14
AU-C 220 15-20
AU-C 230 21-30
AU-C 240 31-58
AU-C 250 59-64
AU-C 260 65-70
AU-C 265 71-80
AU-C 300 81-86
AU-C 315 87-114
AU-C 320 115-120
AU-C 330 121-150
AU-C 402 151-158
AU-C 450 159-164
AU-C 500 165-168
AU-C 501 169-202
AU-C 505 203-218
AU-C 510 219-226
AU-C 520 227-240
AU-C 530 241264
AU-C 540 265-276
AU-C 550 277-288
AU-C 560 289-302
AU-C 570 303-318
AU-C 580 319-332
AU-C 585 333-337
AU-C 600 339-358
AU-C 610 359-372
AU-C 620 373-382
AU-C 700 383-395
AU-C 705 397-414
AU-C 706 415-422
AU-C 708 423-425
AU-C 720 427-429
AU-C 725 431436



AU-C 730 437-442
AU-C 800 443454
AU-C 805 455466
AU-C 806 467474
AU-C 810 475484
AU-C 905 485490
AU-C 910 491-496
AU-C 915 497-502
AU-C 920 503-541
AU-C 925 543-547
AU-C 930 549-574
AU-C 935 575-586
cross-references 927-928
classification changes 425, 859
client-prepared documents
audit evidence 906
compliance engagements 694
containing attest reports
603-604
financial forecasts and
projections 637-638
interim financial information
reports 560-561
risk of material misstatements
884
clients
see also public companies;
understanding the entity
and its environment
audit documentation preparation
26
going concern considerations
303-318
responsibilities, accounting
estimates 271
understanding their business
100-104
using service organizations
151-158
without lawyers 197
closest reasonable estimates-14]
collateral
fair value determination 173-174
going concern considerations
310
combined communications,
restricted-use reports 487
combined reports, compliance and
internal controls 580,
584-586
comfort letters 503-541
1933 Act offerings 516-518
application techniques 515
capsule financial information
504, 512, 531-532
concluding paragraphs 515
decreases in specified financial
statement items 533
definition 504
drafts 506-507
emphasis-of-matter paragraphs
530

Index

engagement acceptance 506

financial forecasts 512513,
525-526

format and contents 508-510

fundamental requirements
508-515

group financial statements 507,
530

illustrations 515-541

independence 509-510

interim financial information
511, 534-537

internal controls 511

introductory paragraphs
508-509

management’s discussion and
analysis reviews 540-541

negative assurance 504, 509,
511, 523-525

non-1933 Act offerings
519-521

pro forma financial information
512, 523-525

reaffirmations 523

representation letters 506

requesting parties 504-507,
537-540

SEC compliance 519

securities offerings 595, 510,
530-531

shelf registtofions 507

short-form(repistration filing
incorperating previous
8-K filing by reference
521-522

tudrequent changes 513

subsequently discovered matters
515

tables, statistics and other
financial information
513-515, 526-529

unaudited interim financial
information 511

without legal opinion or
representations requested
537-540

common scope restrictions,

modifications of opinions
400401

common-size financial statements,

analytical procedures
232-233

communication

accounting estimates 270

agreed-upon procedures
engagements 622

audit committees 909-914

audit planning 84

compilation engagements
760-761

controls at service organizations
723

937

deficiencies in internal controls
677, 688—689
emphasis-of-matter/other-matter
paragraphs 417
fraud 40-41, 46-57, 558
group financial statements
343-344, 348-349
illegal acts 558
integrated audits 848-849
interim financial information
554-556, 557-558,
564-566
internal control matters 71-80
application techniques
75-78
content 73-74
design deficiencies 7677
failures in operation of
77-78
fundamental requirements
12-74
illustrations 78-79
interpretations 74-75
management responses
74
timing 73
material weaknesses 677,
688-689
misstatements 160
review engagements 778-779,
780-782
subsequent events and facts
discovered 298
those charged with governance
65-70
application techniques
68-69
interim financial information
557-558
matters to be communicated
67-68
qualitative aspects 69—70
significant findings 67-68, 69
underwriters 503-541

communication systems,

understanding 93-94,
882-883

company objectives, public

companies 877, 880-881

comparative financial statements

changes of opinions 386
compilation reports 769-772
definition 383

fundamental requirements

386-388
reporting illustrations 389-395
review reports 801-802,
805-806

comparisons

with industry 230
with national economic data 230
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competence

engagement teams 20
internal auditors 367

compilation engagements

751-772, 807-812

acceptance and continuance
752753

changes to 761

checklist 761-763

communication 760-761,
763-769

comparative financial statements
769

departures from financial
reporting frameworks 756,
772

documentation 754755

engagement letters 753,
763-769

establishing an understanding
753

fundamental requirements
752-761, 807-809

going concern considerations
757-758

illustrations 761-772, 810-812

independence 752, 771

performance requirements
753-754

pro forma financial information
807-812

prospective financial statements
628, 631-632, 638-639,
646648

reporting 755-761

required supplementary
information 759-760

special purpose frameworks
756, 766-771

subsequent events and facts
discovered 758-759

tax basis accounts 766770

technical alert 751-752

third party restrictions 757

compilation reports 755-761,
769772

comparative financial statements
769-772

departures from financial
reporting frameworks 756,
772

emphasis-of-matter paragraphs
757

going concern considerations
757-758

pro forma financial information
811-812

required supplementary
information 759-760

restrictions 757

special purpose frameworks
756, 766771

Index

subsequent events and facts
discovered 758-759
supplementary information 759

compiled historical financial

statements, pro forma 660

completeness

derivatives assertions 171, 182

interim financial information
555

management representations
320, 555

compliance

see also noncompliance
agreed-upon procedures
engagements 694—-696, 699
agreements requiring reports
468
attest engagements 691-704
agreed-upon procedures
694-696, 699, 701-702
application techniques
699-701
engagement performance
conditions 696-697
fundamental requirements
693-699
general requirements 695—°94
illustrations 701-704
materiality 701
planning 699, 7CV
practitioner’s.‘ep uits
695-696 675-699
procedur=s 6% /-698
prohibiice engagements 693
reparing modifications 699,
703-704
audiis 575-586
application techniques
582-583
combined reports 580,
584-586
documentation 581
fundamental requirements
577-582
illustrations 583-586
management’s responsibilities
577
material noncompliance risks
576, 583
procedures 582
process flow 578-579
reissuance of reports 582
reporting requirements
579-581
separate reports 581
sources of information 582
contractual agreements 467-474
fundamental requirements
468-469
illustrations 469-473
financial reporting frameworks
497-502

foreign auditing standards 492
regulatory requirements
467-474
fundamental requirements
468-469
illustrations 469-473
restricted-use reports 489-490
SEC requirements 510
separate reports 468—473
sources of information 582
component auditors
confirmation letters 356357
group financial statements 340,
342-343
review engagement reports
including their work 806
components
interim financial information
570-571
special-nurpose financial
siatements 444445
standard reports 384386,
444-445
concluding paragraphs, comfort
letters 515
conclusions
going concern considerations
304-305
initial engagements 221
condensed comparative interim
financial information
569-570
condensed financial statements
383
confidence intervals, statistical
sampling 256263
confidence levels, statistical
sampling 135
confidence limits, calculation
257-264
confidentiality, audit
documentation 23-24
confirmation checklists, external
confirmations 212-215
confirmation letters, component
auditors 356-357
confirmations, obtaining evidence
907
conformity, accounting estimates
267-268
consistency
audit evidence 905-906, 908
client-prepared forecasts and
projections 637
financial statements 423425
material misstatements
425, 859
public companies 857-860
consolidations, group financial
statements 346347
content of audit documentation
22-23



contentious or difficult matters,
audit committee
communication 913
context of an audit, materiality 873
contingencies
application techniques 196-200
audit evidence 193-202
fundamental requirements
193-196
illustrations 200-202
interim financial information
200
continuing assessments
material weakness 823-836
application techniques 831
control objectives 823,
824-825, 827-828, 831
fundamental requirements
823-831
illustrations 832-835
continuing engagements
compilation engagements
752-753
controls at service organizations
715
engagements performed in
accordance with SSARSs
737-738
group financial statements
342
material weaknesses previously
identified 832-833,
834-835
preparation engagements 746
review engagements 776777
risk of material misstatements
884
understanding the entity and its
environment 103-104
contractual agreements
compliance 467-474
fundamental requirements
468-469
illustrations 469-473
requests for assurance 468
restricted-use reports 489-490
contractual basis accounts 443,
451-453
control environment
examinations 673
risk of material misstatement
882
understanding the entity and its
environment 92
control objectives, material
weakness 823, 824-825,
827-828, 831
control risk
compliance engagements
697
interim dates 129
material misstatement 3

Index

securities and derivatives
investment assertions
178-179
controls see internal controls
convenience-timed tests 128
coordination
interim financial information
reviews 554
internal auditors 368
required supplementary
information procedures 440
corrected misstatements, audit
committee communication
913
correction of material
misstatements, financial
statement consistency
evaluation 859
corroborating independent
estimates, development 269
CPA see certified public
accounting firms
criteria assessment, controls at
service organizations
715-716
cross-references between standaras
927-928
current period, definitinr 425

data, auditor’s specia'ists 379
debts, going cutice i
consideraiions 310-311
decisions to us= auditor’s
specialists 376
decisions o use internal audits
360-362
decreases in specified financial
statement items, comfort
letters 533
defense industry, attest
engagements 604
deficiencies
audit documentation 28
internal controls 71, 72, 7678,
843-847
delays, expenditures, going
concern considerations 311
departures from
financial reporting frameworks
compilation engagements
756, 772
interim financial information
572-573
modifications of opinions 401
review engagements 786, 805
relevant requirements 23
standard reports, audit
committee communication
913
derivative instruments
audit design 170-171
audit evidence 169-183
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completeness assertion 171, 182
control risks 178-179
fair value 172-173
fundamental requirements
170-176
illustrations 181-183
impairment losses 171, 174
inherent risks 177-178
management’s ability and intent
175-176
service organization using
entities 179-180
unrealized appreciation or
depreciation 174-175
valuation 171-175
design
audit procedures 129-131
external confirmation requests
205
investment audit procedures
170-171
laenagement representations
letters 321-322, 324-326
review procedures 779-780
design deficiencies, internal
controls 76-77, 843,
845-846
design effectiveness, internal
controls 894
detection risk 1
audit risk model 88
public company audit risk 866
statistical sampling 255
determination
benchmarks 118-119
direct assistance from internal
audits 363-364
importance of omitted
procedures 336-337
internal audit qualification
362-363
overall materiality 873-874
related parties 283
severity of deficiency 72
type of engagement 744—745
development, corroborating
independent estimates 269
differences of opinion, quality
control 19
difficult or contentious matters,
communication 913
difficulties encountered performing
audits 914
direct assistance, internal audit
usage 360, 363-364
direction of engagement teams
18-19
disagreements with management
914
disclaimers of opinions
financial forecasts and
projections 634-635, 642
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disclaimers of opinions
(Continued)
going concern considerations
314
internal controls 685-686
modifications of opinions 400,
408-410, 412413
other information 429
pro forma financial information
666
supplementary information
435-436
disclosures
see also reporting
accounting estimates 267-268,
270
conformity 267-268
going concern considerations
305, 306, 313-314
inadequate, modification of
opinions 399, 403405
internal control examinations
673-674
management representations
321, 555-556
materiality 874
noncompliance 63
overall reviews 902
public companies 880
risk of material misstatement
888-889
Securities Act 1933 filings
544-547
subsequently discovered facts
294, 298
discovery sampling 253
disposals, assets, going concern
considerations 309-310
distribution, restricted-use reports
486
documentation
see also audit documentation
accounting estimates 271
analytical procedures 236-237
application of financial reporting
framework reports 501-502
attest engagements 600-601
audit committee communication
912-914
client-prepared containing attest
reports 602—-603
compilation engagements
754755
compliance audits 581
controls at service organizations
718-719
financial forecasts and
projections 636-638
financial statement preparation
747
fraud potential 41-42
general client matters 820

Index

going concern considerations
305-306
group financial statements 344
interim financial information
557
internal audit usage 359-360,
364
misstatements 162-163
nonstatistical sampling 248-249
other information 427-429
performance materiality 117
procedures in response to
assessed risks 128
Public Company Accounting
Oversight Board standards
817-822
quality reviews 863-864
review engagements 782-783
risk identification and
understanding 98
specific matters 820
substantive tests, sampling 252
dollar value evaluation 258
drafts, comfort letters 506-507
dual dating, auditor’s reports 292
dual-purpose tests, risk of materic:
misstatement 891, 897
due diligence, asset-backcd
securitizations 620~ €21

economic dependerice velated
parties 254
economic issues, vnderstanding the
enfity aad its environment
9
effectiverness
contiols at service organizations
716-717
internal auditors 368
efficiency, internal auditors
366-367
elements of quality control 18
elements of reports, agreed-upon
procedures engagements
618-619
eliminations, going concern
explanatory paragraphs 305
emphasis-of-matter paragraphs
415-422
comfort letters 530
communication 417
compilation reports 757
financial forecasts and
projections 635
fundamental requirements 416
illustrations 417-422
interim financial information
573-574
review engagements 774, 784
special purpose financial
statements 445
employees

inquiries, risk of material
misstatements 886-888
qualifications and suitability for
inquiries 138
engagement acceptance
agreed-upon procedures
engagements 617-618
application of financial reporting
framework reporting 501
attest engagements 601
auditing engagement 10—11
comfort letters 506
compilation engagements
752-753, 763-769
controls at service organizations
715
engagements performed in
accordance with SSARSs
737-738
interira financial information
550, 562-563
irternal controls examinations
671
management’s discussion and
analysis 706707
preparation engagements 746
quality control 19
review engagements 776777,
795-799
risk of material misstatements
884
summary financial statements
476
engagement completion
documents, audit
documentation 820
engagement letters 10, 12-14
agreed-upon procedures
engagements 621-622
auditor’s specialists 374,
380-381
compilation engagements 753,
763-769
engagements performed in
accordance with SSARSs
735
interim financial information
562-563
preparation engagements
pro forma financial information
compilation engagements
810-811
review engagements 795-799
engagement objectives
pro forma financial information
656-657
Statements on Standards for
Accounting and Review
Services 735
engagement partners
audit planning 867



supervisory responsibilities 871
engagement performance
compliance engagements
696-697
quality control 18-20
engagement quality reviewers,
qualifications 861-862
engagement teams
competence 20
consideration of fraud 32,
885-886
quality control 15-16, 17, 20
quality reviews 861-864
related party communications
921
risks of material misstatement
885-886
supervision 871-872
engagements
see also agreed-upon procedures
engagements; attest
engagements; compilation
engagements; review
engagements
application of financial reporting
framework reporting 499—
501
audit committee communication
910-914
changes in type of activity 620,
761, 778
determining the type 744-745
general principles for accounting
and review services
735-741
materiality 874-875
preparation only 743-750
prohibited compliance
attestations 693
quality reviews 861-864
summary financial statem=nts
475-484
supervision 871-872
terms of 9-14, 342, 746
entities using service organizations
151-158
application techniques 155-158
fundamental requirements
153-154
service auditor reports 155-158
type 1 reports 151, 155
type 2 reports 151, 155
the entity see clients; public
companies; understanding
the entity and its
environment
entity-level controls, examinations
673
environment of the entity see
understanding the entity
and its environment
equal-probability sampling

Index

confidence limits 257-258
variables evaluation 258-264
equivalence representations,
related parties 282
establishing an understanding
compilation engagements 753
review engagements 777
estimates
accounting 265-276
audit committee communication
911-912
fraud consideration 38, 44
estimation risk 255
estimation uncertainty 265,
268-269, 274-276
ethics, culture of 48
evergreen letters 735
examination
automated controls 681
control environments 673
entity-level controls 673
integrated audits 667-690,
837-856
fundamental requirements
670-678, 839-854
illustrations 682—689;
854-855
public companies 837556
prospective financiai statements
633-635, 640-542, 648—
653
examination. ep:ts
attest engagements 598-599,
617612
menagement’s discussion and
analysis 706707, 708709
exvanded procedures, related
parties 282
expected error rate of the
population 135
expected misstatements,
substantive tests 251
expenditures, going concern
considerations 311
experienced auditor, definition 21
extensions of review procedures,
interim financial
information 554
extent
activity-level control testing 134
audit documentation 22-23
effect of internal auditors 367
evidence in compliance
engagements 697
further procedures 124
interim financial information
procedures 563
inventory observation 183—-184
risks of material misstatement
responses 8§92—-893, 895,
897
substantive procedures 127, 897

941

tests of controls 126, 675, 895
external confirmations 203-218

accounts receivable 208211,
213-217

application techniques 207-212

confirmation checklists 212-215

control 204, 206-207, 215-216

evaluation 210-211

fundamental requirements
203-207

illustrations 212-218

management refusals 204

negative confirmation requests
203, 206, 208, 216

nondelivery 211

nonresponses 203, 206, 211

oral responses 204

positive confirmation requests
203, 215-216

preparation 205, 209

rrnar o year end 207

1equest design 205

iesponses not expected 211-212

sending 209-210

subsequent payments 216-217

transaction confirmation 217

external factors, understanding the

entity and its environment
91, 110, 879

failure in operation of internal
control 77-78
fair value
accounting estimates 273-274
collateral usage 173-174
securities and derivatives
172-173
feasibility studies, financial
forecasts and projections
635, 643-644
Federal Deposit Insurance
Corporation Improvement
Act (2010), internal
controls reporting 682
Federal Securities Statutes
see also US Securities and
Exchange Commission
(SEC) registrants
filings under, internal controls
851
fieldwork standards, attestations
595-596
financial forecasts and projections
627-654
agreed-upon procedures
635-636, 644-645
appendices 645-653
comfort letters 512-513,
525-526
compilation 628, 631-632,
638-639, 646-648
definition 628
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financial forecasts and projections

(Continued)
documents 636-638
examination 633-635, 640-642,
648-653
fundamental requirements
630-638
general requirements 630-631
illustrations 638-653
modification of opinions
634-635
standard reports 638—641
standards 631-632, 633

financial reporting

see also internal controls
frameworks

application reporting 497-502

application techniques
501-502
departures from 401,
572-573, 756, 772, 786,
805
documentation 501-502
fundamental requirements
499-500
illustrations 502
single financial statements
and specific elements,
accounts or items 456
standards 500
IT effects 107-108
process examinations 673
risk of material misstatement
881-882

financial statement-level risks

assessment 96

going concern considerations
313

materiality and audit risk
116-117, 160

misstatement evaluation 160

public company audit risk 596

financial statements 383-395

see also interim financial
information
accompanying interim financial
information 561
adverse opinions 435
agreed-upon procedures
engagement reporting 623
assertions 906
compilation engagements
751-772
acceptance and continuance
752753
checklist 761-763
communication 760-761,
763-769
departures from financial
reporting frameworks 756,
772
documentation 754-755

Index

engagement letters 753,
763-769
establishing an understanding
753
fundamental requirements
752-761
going concern considerations
757-758
illustrations 761-772
independence 752, 771
performance requirements
753-754
reporting 755-761
required supplementary
information 759-760
special purpose frameworks
756, 766-771
subsequent events and facts
discovered 758-759
supplementary information
759
tax basis accounts 766—770
third party restrictions 757
consideration of fraud 31-58
consistency 423-425, 857-860
evidence that may support
specific assertions 14'—:49
going concern consideiat ons
304
integrated audits 66 /- G50,
837-856
fundament=1 12guirements
670-678, 239-854
illustravors 682—-689,
254355
irte: pretations 682
puolic companies 837-856
reporting requirements
678-681
management representations 320
materiality 873-874
misstatement evaluation
162-163
preparation
acceptance and continuance
746
compilation engagements
751-772
documentation 747
engagement letters 747-749
illustrations 747-749
independence 746
no assurance statements 747
quality control 746
requirements 745-747
Statements on Standards for
Accounting and Review
Services 743-750
terms of engagement 746
presentation evaluation 902
qualified opinions, other-matter
paragraphs 434-435

qualitative aspects 70
reporting frameworks generally
accepted in another country
491-496
application techniques 493
fundamental requirements
492
illustrations 493-495
review engagements 773-806
acceptance and continuance
776771, 795-799
change to from audit
engagements 778
checklist 775
communication 778-779,
780-782
comparative financial
statements 801-802,
805-806
departures from financial
renorting frameworks 786,
205
adifferences to audits 776
documentation 782783
emphasis-of-matter
paragraphs 774, 784
engagement letters 795-799
establishing an understanding
777
fundamental requirements
774-788
going concern considerations
785
illustrations 788-806
independence 776
inquiries 780-781, 789-794
interim financial information
804
limitations 777
materiality 776
objectives and limitations 773
other-matter paragraphs 774
performance requirements
779-781
procedure design and
performance 779-780
reporting 783-788
representation letters 799-801
required supplementary
information 787-788
restrictions on report usage
785
single year financial
statements 802-804
special purpose frameworks
774,777, 784
subsequent events and facts
discovered 786
supplementary information
786787
tax basis accounts 797-799,
803-804



technical alerts 774
written representations
781-782
special purpose frameworks
443-454, 756, 766771,
774,777, 784
supplementary information
431-436
fundamental requirements
431-433
illustrations 434-436
interpretations 433
first year audits
see also initial engagements
financial statement consistency
425
flow-of-transactions tests 245
focus groups, test design 139
foreign auditing standards,
compliance 492
foreign countries see reporting
frameworks generally
accepted in another country
form of audit documentation
22-23
form of communication
audit committees 914
those charged with governance
67
forming opinions 383-395
application techniques 388
fundamental requirements
384
illustrations 389-395
internal controls 676-677, 847
interpretations 388
form of opinions, summary
financial statements 477
form of reports
interim financial informatio=
559
pro forma financial informadon
658-659
fraud
accounting estimate biases 38
analytical procedure evaluation
39, 45
antifraud programs and controls
47-48
application techniques 4248
at or near completion of
fieldwork 40
characteristics 42-43
circumstances that may indicate
the possibility of 53-54
communication 40-41, 46-57,
558
consideration in financial
statements 31-58,
885-886, 889, 893
definition 31, 4243
documentation 41-42

Index

evaluation of conditions relating
to assessment of risk 902

evidence evaluation 39-40

illustrations 48-57

information gathering 32-35

interim financial information
558

management override 35,
37-38, 54-57

material misstatements 39, 40,
44-45, 889, 893

misappropriation of assets
44-45,51-52

modification of procedures 37,
43-45

required actions/
communications 4647

responses to assessment 36-39

revenue recognition 35, 44,
48-51

risk assessment 36

risk factors 31, 34-35, 42-43,
48-52

risk identification 35, 43, 53-57;
885-886, 889

senior management complicit
46-47

significant unusual ransactions
38-39

fundamental requiceracits

accounting cetiaes 266271

agreed-upon piocedures
engage:aents 616-620

analvtica procedures 228

apphcauon of financial reporting
framework reporting 497—
502

attest engagements 593-604

audit committee communication
910-914

audit documentation 818-822

audit evidence 905-908

auditor’s specialists work usage
373-375

audit procedures 122—128

audit results evaluation 899-903

comparative financial statements
386-388

compilation engagements
752-761, 807-809

compliance 577-582

controls at service organizations
714-723

emphasis-of-matter paragraphs
416

engagement quality reviews
861-864

engagements performed in
accordance with SSARSs
736-738

entities using service
organizations 153-154

943

external confirmations 203-207

financial statement consistency
423-425, 858-859

financial statement preparation
745-747

forming an opinion 384

going concern considerations
303-306

group financial statements
341-344

integrated audits 670-678,
839-854

interim financial information
550-561

internal audit usage 362-364

inventory observation 183

investments in securities and
derivatives 170-176

litigation, claims, and
assessments involving the
entity 193-196

1nenagement’s discussion and
analysis 706708

material weaknesses previously
identified 823-831

misstatement evaluation
160-163

modification of opinions
398-400

omitted procedures 334-335

other information 428429

other-matter paragraphs
416417

pro forma financial information
656-659, 807-809

public company audit risk
865-866

related parties 278-283,
920-925

reporting frameworks generally
accepted in another country
492

required supplementary
information 438-439

review engagements 774—788

risk of material misstatements
878-890, 891-897

sampling 242-245

Securities Act 1933 filings
543-547

segment reporting, audit
evidence 202

single financial statements and
specific elements, accounts
or items 456457

special purpose financial
statements 444445

standard reports 384-386

subsequent events and facts
discovered 290-296

summary financial statements
476478
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fundamental requirements
(Continued)
supplementary information
431-433
written representations 319-322

GAAS hierarchy 5, 931-932
general analytical procedures 229
general procedures for related
parties 281
general purpose financial
statements 383, 390-391
general purpose frameworks,
definition 383
general standards, attestations
589-590, 594-595
going concern considerations
303-318
application techniques 307-314
asset disposal plans 309-310
audit committee communication
913
borrowings 310-311
checklist 314-317
compilation engagements
757-1758
disclaimer of opinions 314
disclosures 305, 306, 313-314
documentation 305-306
eliminations of explanatory
paragraphs 305
expenditure delays or reductions
311
financial statement-level risks
313
fundamental requirements
303-306
illustrations 314-317
inadequate disclosures 305, 314
increases in ownership equity
311
indications of problems
308-309
interim financial information
554
interpretations 306-307
management forecasts 312-313
managements plans 309
procedures 304, 307-308
reasonable periods of time 303,
307
reporting effects 313-314
review engagements 785
substantial doubt 304-305,
307
governmental agent multiple-
employer pension plans
168
governmental pension plans in
group financial statements
344
group engagement teams 339-358

Index

communication 343-344,
348-349

component auditors 340,
342-343

consolidations 346-347

definition 341

documentation 344

fundamental requirements
341-344

group-wide controls 341,
345-346

illustrations 345-347

interpretations 344

letters of instruction 348-349

material misstatements 347-348

practice pointer 341-342

reporting 350-355

responsibilities 342

group financial statements

339-358

assessed risks 343

comfort letters 507, 530

communication 343-344,
348-349

component auditors 340,
342-343

consolidations 346-347

documentation 344

fundamental requirenren‘s
341-344

group-wide contfoi: 541,
345-346

illustrations 342-357

interprefaviors 344

materiality 340, 343

materia! misstatements
347-348

practice pointer 341-342

reporting 350-355

responsibilities 342

risk assessment standards 342

sources of information 357

terms of engagement 342

guidelines for appropriateness and

sufficiency of evidence
905-906

haphazard sampling 246
hierarchies
GAAS 5, 931-932
Statements on Standards for
Attestation Engagements
589-590
honesty, culture of 48
house counsel, litigation, claims,
and assessments involving
the entity 199

identification
controls, investments 170
fraud risks 35, 43, 53-57,
885-886, 889

material accounting estimate
needs 266-267, 272
noncompliance 59-64
related party transactions
283-284
risk of material misstatements,
related parties 922-924
significant risks 97-98
identified related party procedures
281-282
illegal acts, interim financial
information 558
impairment losses, securities and
derivatives 171, 174
importance of omitted procedures,
determination 336-337
improper revenue recognition
presumption, fraud
inquiries 35
inability to apply omitted
procedures 335
inaktiliey to obtain information on
income tax accruals
167-168
inadequate disclosures
going concern considerations
305, 314
interim financial information
573
modification of opinions 399,
403-405
inclusive method, subservice
organization reporting 713,
730
income statement sampling 244
income tax, inability to obtain
accruals information
167-168
incomplete presentations,
illustrations 464-465
inconsistency
see also consistency
audit evidence 908
client-prepared documents for
financial forecasts and
projections 637
definition 427
incorrect acceptance/rejection,
substantive tests 250-251
increases in ownership equity,
going concern
considerations 311
independence 6, 7-8
agreed-upon procedures
engagements 621
auditor’s specialists 374,
378-379, 381-382
comfort letters 509-510
compilation engagements 752,
771
lack of and opinion modification
399



preparation engagements 746
quality control 17
review engagements 776
independent auditors, overall
objectives 1-8
independent auditor’s reports
emphasis-of-matter paragraphs
415-422
modification of opinions
397-414
application techniques
400401
fundamental requirements
398-400
illustrations 402413
other-matter paragraphs
415-422
independent estimate corroboration
269
indications of problems, going
concern considerations
308-309
indicators of material weakness 72,
846-847
industry comparisons 230
industry issues 99-100, 779, 879
information gathering
see also external confirmations;
inquiries; obtaining
evidence
fraud 32-35
group financial statements
357
information technology (IT)
application control tests 133
effects on internal controls
106-108
financial reporting effects
107-108
public companies systems
882-883
understanding the entity and its
environment 93-94,
106-108
inherent risk
compliance engagements 697
material misstatement 3
securities and derivatives
177-178
initial engagements 11, 219-226
audit planning 870
conclusions 221
financial statement consistency
425
fundamental requirements
220-221
illustrations 222-225
interim financial information
551-552
planning 82-83
prior period material
misstatements 221

Index

inquiries
see also external confirmations
audit procedures 136—139
focus groups 139
interim financial information
552-554
internal audit usage 365-366
litigation, claims, and
assessments involving the
entity 194-198
obtaining evidence 907
predecessor auditors 12
related parties 920-921
review engagements 780-781,
789-794
risk of material misstatements
886888
inside counsel, litigation, claims,
and assessments involving
the entity 199
insufficiency see sufficiency (of
audit evidence)
insurance companies, litigation
199
integrated audits 667-690,
837-856
see also financial statepier*s;
internal controis
attest engagement; 667-690
fundamental requicinents
670-675%, 395854
illustrations €52—689, 854—-855
interpretations 682
materioiity 873
public companies 837-856
1eporting requirements 678-681
integrity 67
interim dates, testing 128-129
interim financial information
549-574
accompanying audited financial
statements 561
additional guidance 564
analytical procedures 552,
563
application techniques 561-564
client representations 560-561
comfort letters 511, 534-537
communication 557-558
components 570-571
condensed comparative
information review reports
569-570
definition 549
documentation 557
emphasis-of-matter paragraphs
573-574
engagement acceptance 550,
562-563
engagement letters 562-563
engagement quality reviews
861-864

945

extensions of review procedures
554

form of reports 559

fraud and illegal acts 558

fundamental requirements
550-561

going concern considerations
307, 554

illustrations 564-574

inquiries 552-554

internal controls 550-552, 555,
675

lack of appropriate responses by
management 558

litigation, claims and
assessments 553

management representations
554-556, 558, 564-566

management’s discussion and
analysis 711

rcditications to reports 560,
572-573

public companies, references to
PCAOB standards 816

references to PCAOB standards
816

reporting 557, 558-561,
566-574

representation letters 566—568

required procedures 552-553

results evaluation 556-557

review engagements 804

Securities Act 1933 filings
544

subsequently discovered facts
563

successor auditors 564, 571-572

understanding the entity and its
environment 550-552

internal auditors/audit usage

359-372

agreed-upon procedures
engagements 618

application techniques 364-368

checklist 369-371

competence and objectivity 367

controls at service organizations
717-718

coordination 368

decisions to use 360-362

direct assistance qualification
360, 363-364

documentation 359-360, 364

effectiveness evaluation 368

extent of effect 367

fraud inquiries 33

fundamental requirements
362-364

illustrations 368-371

inquiries 33, 365-366

internal controls 364-365, 672,
840
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internal auditors/audit usage
(Continued)
material weaknesses previously
identified 826
obtained evidence qualification
362-363
relevance and efficiency
366-367
risk assessments 365
substantive procedures 365
testing effectiveness 368
understanding the entity and its
environment 365-366
internal communications,
noncompliance 61, 63
internal controls
adverse opinions 684-685
attest engagements 606
audit evaluation 903
benchmarking automated
controls 853-854
comfort letters 511
communication 71-80
application techniques 75-78
content 73-74
design deficiencies 7677
failures in operation of 77-78
fundamental requirements
72-74
illustrations 78-79
interpretations 74-75
management responses 74
timing 73
deficiencies 71, 72, 76-78,
677-678, 843-847
design effectiveness 894
determination of severity of
deficiency 72
disclaimers of opinions 685-686
engagement acceptance 671
evaluating design 95-98
external confirmation requests
204, 206-207, 215-216
Federal Deposit Insurance
Corporation Improvement
Act 682

forming opinions 676-677
integrated audits 667-690,
837-856
fundamental requirements
670-678, 839-854
illustrations 682—689,
854-855
interpretations 682
public companies 837-856
reporting requirements
678-681
interim financial information
550-552, 555, 675
internal auditors/audit usage
364-365, 672, 840
investments 170

Index

IT effects 106-108
management override 35,
37-38, 54-57
management reports 689
management’s assertions 671
material weakness
adverse opinions 850
application techniques 831
communication 677, 688—-689
continuing assessments
823-836
control objectives 823,
824-825, 827-828, 831
fundamental requirements
823-831
illustrations 832-835
indicators 678, 846847
multiple location entities 852
operating effectiveness 8§94
report modifications 679-680,
850-851
risk assessments 671
risk-based, top-down evaluation
104-106
risk of material misstatement
881-882, 883, 889-820
roll-forward procedures 845
service organizations 713-723,
852-853
acceptance and coLniuance
715
communicacn 723
criteria siitacility 715-716
documeutation 718-719
fundamental requirements
T44-723
Ilustrations 723-733
internal audits 717-718
obtaining evidence 716-717
report preparation 719-733
subsequent events 718
subservice organizations 714,
730-731
type 1 reports 726-728, 733
type 2 reports 719-726, 732
understanding the entity and
its environment 716
written representations 718
significant accounts and
disclosures 673-674, 842
subsequent events 851-852
subsequent years 845
substantive procedures 681
tests 121, 124-126, 674-675
design 131-136
public companies 884,
893-897
top-down selection approach
840-843
understanding the entity and its
environment 92-98,
104-108, 112-114

unqualified opinions 682-684,
686-688
using others work 672

internal factors, understanding the

entity and its environment
91-92, 111-112

interpretive publications 2, 6
introductory paragraphs, comfort

letters 508-509

inventories

fraud responses 44
held by third parties 184
observation 183-192
application techniques
183-188
external firms 188
fundamental requirements 183
illustrations 188-192
steps 184-186
taking stock 186—187

investraents

aidi® evidence 169-183
sev.urities and derivatives
application techniques
176-180
audit design 170-171
audit evidence 169-183
control risks 178-179
fair value 172-173
hedging activities 175
illustrations 181-183
inherent risks 177-178
management’s ability and
intent 175-176
service organization using
entities 179-180
substantive procedures 171,
181-183
unrealized appreciation or
depreciation 174-175
valuation 171-175
valuation on investee’s
financial results 171-172
unrealized appreciation or
depreciation 174-175

iron curtain approach, prior period
misstatements 163—164
IT see information technology
items examined 100% 243
items of financial statements
455-466
auditor’s report 457
decreases in, comfort letters 533
fundamental requirements
456-457
illustrations 461-465
incomplete presentations
464-465
interpretations 458
materiality and scope 456457
special purpose frameworks
462-463



judgment 3, 4

key-item tests 245
known misstatements
accumulation 244, 900-901
communication 160
financial statement evaluation
163

lack of appropriate responses,
interim financial
information 558
lack of independence, modification
of opinions 399
language, restricted-use reports
486
law, noncompliance 59-64
lawyers, litigation, claims, and
assessments involving the
entity 194-199
legal interpretations to support
assertion of isolation
criterion for transfers of
financial assets 375-378
length of remaining period, interim
dates 129
letters
see also comfort letters;
engagement letters;
inquiries; written
representations
agreed-upon procedures
engagements 619-620
engagement 10, 12-14
external confirmations 203-218
of instruction to group
engagement teams 348-349
underwriters 503-541
likely misstatements
communication 160
financial statement evaluznan
163
limitations
engagements performed in
accordance with SSARSs
735
litigation, claims, and
assessments involving the
entity 196
restricted-use reports 486
review engagements 773, 777
linear regression procedures
233-234
litigation
application techniques 196-200
audit evidence 193-202
emphasis-of-matter paragraphs
418-419, 421-422
fundamental requirements
193-196
illustrations 200-202
insurance companies 199

Index

interim financial information
200, 553
LLF see lower limit factors
lower limit factors (LLF),
sampling 257-264
management
communication with
possible fraud 40-41
review engagements 778-779
consultations with other
accountants 913
controls at service organizations
714
disagreements with 914
external confirmation refusals
204
interim financial information
communications 554-556,
558, 564-566
involved in fraud 4647
misstatement communication
160
management bias, audit evaluation
901-902
management estimates, fraud
responses 44
management forecasts, goine
concern consiGaraticiis
312-313
management inquirics
fraud 33
review engag=ments 780-781,
789754
risk ot 12aterial misstatements
850—888
management override, fraud risk
35, 37-38, 54-57
management reports, internal
controls 689
management representations
compliance attestations 693-694
interim financial information
554-556, 564-566
materiality 321-322, 324
material weaknesses previously
identified 827
obtaining 320-321, 324-326
reliance on 319-320
request not provided 322
review engagements 780-781
signatures 322
supplemental information
916-917
tailoring the letter 321
management responsibilities
accounting estimates 271-272
compliance audits 577
fraud 42
preparation engagements 748
management’s ability and intent,
securities and derivatives
175-176

947

management’s assertions
controls at service organizations
731-733
internal controls 671
unqualified opinions 682-684
management’s discussion and
analysis (MD&A) 705-711
annual reports 710
comfort letters 540-541
definition 705
examination reports 706707,
708-709
fundamental requirements
706-708
illustrations 708-711
review reports 707-708,
710-711
management’s plans, going
concern considerations 309
management’s reports, material
weaknesses previously
identified 827-828
management’s responses, internal
control issues 74
management’s specialists 165,
166, 373
material accounting estimates,
circumstance identification
266-267, 272
material departures, required
supplementary information
guidelines 441
material inconsistencies, other
information 428-429
material misstatements
see also risk of material
misstatement
assessing entity risk 96
assessing fraud risk 39, 885-886
audit committee communication
913
emphasis-of-matter paragraphs
421-422
financial forecasts and
projections 638
financial statements 162,
347-348, 425, 859
group financial statements
347-348
inquiries 886-888
internal control issues 75-76,
881-882, 889-890
modification of opinions 399,
402403, 405406
other information 429
public companies 866, 877-890
responses to potential fraud 40,
44-45
revision of assessments 890
risk identification and
assessment 888—-890
supplemental information 918
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material noncompliance risks 576,
583
material weakness 71
continuing assessments 823-836
application techniques 831
control objectives 823,
824-825, 827-828, 831
fundamental requirements
823-831
illustrations 832-835
internal controls 72, 76-79
adverse opinions 850
communication 677, 688—-689
indicators 678, 846847
public companies 850
materiality 115-120
application techniques 118-119
audit risk 115-117
benchmarks 118-119
compliance engagements 701
disclosures 874
financial statements 116117,
456-457, 873-874
fundamental requirements 116
group financial statements 340,
343
levels, public companies 874
management representations
321-322, 324
misstatement evaluation 160
overall determination 873-874
performance 115
public company audits 873—-876
review engagements 776
single financial statements and
specific elements, accounts
or items 456457
MD&A see management’s
discussion and analysis
misappropriation of assets 4445
51-52
see also fraud
misstatements
see also material misstatements
accumulation and evaluation
900-901
aggregation 244
application techniques 163-164
audit committee communication
913
closest reasonable estimates 161
communication to management
160
definition 159
documentation 162—163
emphasis-of-matter paragraphs
421-422
evaluation 159-164
of fact 427
financial statement consistency
425, 859
interim date detection 128—129

Index

internal control examinations
674
modification of opinions 399,
402-403, 405-406
nature and causes 159-160
prior periods 163-164
projections 244
qualitative characteristics
161-162
tolerable 242, 251, 874
models, securities and derivatives
fair value 173
modifications
compliance engagement reports
699, 703-704
interim financial information
reports 560, 572-573
internal control reports 679-680,
850-851
opinions
adverse 399, 405-406
application techniques
400-401
comparative financial
statements 386
definition 397
disclaimer of opinion 4C0.
408-410, 412-412
financial forecasts and
projections 634—533
financial reportiny rramework
departurss <'Ci
fundamental requirements
398489
illusttations 402-413
itadequate disclosures 399,
103405
independent auditor’s reports
397-414
insufficiency of appropriate
evidence 400401,
406-410
material misstatements 399,
402-403, 405-406
other-matter paragraphs
419-421
qualified 398-399, 402405,
406-407, 410-411
restrictions imposed by clients
401
procedures and fraud risk
assessment 37, 43—-45
pro forma financial information
reports 659
service organization control
reports 728-730
standard reports, financial
forecasts and projections
635
monitoring
control activities 883
quality control 16, 20

understanding the entity and its
environment 94-95
most recent year historical
financial statements, pro
forma financial information
660
multiple-employer pension plans,
audit evidence 168
multiple location entities
audit planning 869
internal controls 680, 852
materiality of audits 874

national economic data, analytical
comparisons 230
nature of
the client 91, 879-880
further procedures 123
misstatements 159-160
risks of material misstatement
responses 892-893, 894,
296-897
suustantive procedures 896897
tests of controls 125, 844, 894
regative assurance
comfort letters 504, 509, 511,
523-525
management’s discussion and
analysis 706
negative confirmation requests
203, 206, 208, 216
new clients of the client 100-103
no assurance statements,
preparation engagements
747
no-charge transactions, related
parties 284
non-1933 Act offerings, comfort
letters 519-521
nonaudit clients, pro forma
financial information 660
noncompliance
see also compliance
application techniques 61-63
auditors responsibility 59-60
consideration of withdrawal 63
definition 59
detection and consideration
59-64
evaluation 62-63
internal communications 61, 63
procedures 60
reporting requirements 63
responses 60-61, 62
nondelivery
external confirmation requests 211
management representations 322
nonpublic clients 323-324, 336
nonresponses
external confirmation requests
203, 206, 211
management representations 322



nonreview clients, pro forma
financial information 660
nonsampling risk, definition
241
nonsampling techniques 244-245
nonstatistical sampling 245-252
documentation 248-249
evaluation 248, 251
selection techniques 246247
substantive tests 249-252
tests of controls 247-249

objectivity 6-7, 367
observation
audit procedures 141
inventories 183-192
application techniques
183-188
external firms 188
fundamental requirements
183
illustrations 188-192
steps 184—186
taking stock 186-187
obtaining evidence 907
obtaining an understanding see
understanding the entity
and its environment
obtaining evidence
see also information gathering
audit committee communication
911
controls at service organizations
716-717
internal audit usage 362-363
management representations
320-321, 324-326
procedures 166-167, 906-907
tests of controls 8§94
omissions, required suppleme:tasv
information 440441
omitted procedures
after report date 333-337
application of 334-335
application techniques 335-337
audit documentation 821
consideration after report date
333-337
definition 333
determination of importance
336-337
fundamental requirements
334-335
illustrations 337
inability to apply 335
urgency of resolution 335-336
opening balances 219-226
conclusions 221
definition 219
fundamental requirements
220-221
illustrations 222-225

Index

prior period material
misstatements 221
open invoice systems, external
confirmations 217
operating effectiveness, internal
controls 8§94
operational failures
see also material weakness
internal controls 71, 72, 76-78,
843-844
opinions
adverse
compliance engagements 704
financial forecasts and
projections 634, 642
financial statements 435
internal controls 684685,
850
modifications 399, 405-406
other-matter paragraphs 435
separate reports 436
summary financial statements
481-483
supplementary information
433, 435
disclaimers
going concern consicer: tions
314
other informaticn 29
other-matter naiagraphs 435
separate 120015 436
forming 3%3- 595
fundamer.:al requirements
34
interual controls over
financial reporting 847
interpretations 388
modifications
adverse 399, 405-406
application techniques
400-401
disclaimer of opinion 400,
408-410, 412-413
financial forecasts and
projections 634-635
financial reporting framework
departures 401
fundamental requirements
398-400
illustrations 402—413
inadequate disclosures 399,
403-405
independent auditor’s reports
397414
insufficiency of appropriate
evidence 400401,
406-410
lack of independence 399
material misstatements 399,
402-403, 405-406
other-matter paragraphs
419-421
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qualified 398-399, 402405,
406-407, 410411
restrictions imposed by clients
401
summary financial statements 477
oral communication
audit documentation 27
external confirmations 204
interim financial information
558
organization charts, internal
auditors 366
other information 427-429
client-prepared documents
containing attest reports
602-603
comfort letters 513-515,
526-529
other-matter paragraphs 415-422
communication 417
fundamental requirements
416417
itlustrations 419421
other information disclaimers
429
review engagements 774
special purpose financial
statements 445
supplementary information for
whole of financial
statements 434435
others within the organization
fraud inquiries 33-34
material weaknesses previously
identified 826
outside matters, agreed-upon
procedures engagements
620
outsourced services
see also service organizations;
service organization using
entities
internal control examinations
680-681
overall conclusions, analytical
procedures 236
overall materiality determination
873-874
overall objectives, independent
auditors 1-8
overall responses
assessed risk investigations
122-123
fraud risk 36-37
overall reviews 899-903
overall strategy, planning 81,
83-84
oversight processes, fraud control
development 48
ownership
audit documentation 23-24
increases in equity 311
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partial presentations, financial
forecasts and projections
629, 631
parties to be notified, subsequent
events and facts discovered
298
PCAOB see Public Company
Accounting Oversight
Board standards
pension plans 168, 344
performance
application of financial reporting
framework reports 499-500
compilation engagements
753-754
difficulties encountered 914
engagement teams 18—19
management’s discussion and
analysis 707-708
materiality 115, 117-119
measures evaluation 881
pro forma financial information
compilation 808-809
review engagements 779-781
periodic inventory systems
observation 184
permanent files, analytical
procedures 234
pervasive, definition 397
planned scope, communication 68
planning 81-86
application of financial reporting
framework reports 499-500
audit plans 82, 83, 869
communication 82, 84
compilation engagements 646
compliance engagements 699,
700
initial audits 82-83
integrated audits 839
interim financial informatior.
reviews 551
internal controls examinations
672-674
overall strategy 81-82, 83-84
performance materiality
117-119
physical inventory observations
184-185
preliminary engagement
activities 81, 85
prospective financial
information 646, 649
public company audits 867-870
resources 85-86
risk of material misstatements
884
specialized skills 82
those charged with governance
82
point estimates, statistical sampling
256-263

Index

pooling of interests, pro forma
financial information 664
populations
sampling 241
statistical sampling 252-255
substantive tests 249, 250
positive confirmation requests,
external confirmations 203,
215-216
practitioner’s reports
compliance engagements
695-696, 698-699
financial forecasts and
projections 632, 636637,
643-645
precision of expectations,
substantive analytical tests
236
preconditions for an audit 9,
10-11, 444
predecessor auditors
audit documentation 822
audit planning 870
definition 220
inquiries 12
material weaknesses previcusiy
identified 826
report not presented on
comparative finzacia!
statements 387—266
Securities Act 1932 iilings 544
preliminary engsgeriient activities
general plaaning 81, 85
public corpanies 867-868
related. vardes 283
preparaiicn
andii documentation 25-26
external confirmation requests
205, 209
financial statements 743-750,
751-772
service audit reports 719-723
preparation engagements 743-750
acceptance and continuance
746
documentation 747
engagement letters 747-749
illustrations 747-749
independence 746
no assurance statements 747
quality control 746
technical alert 743-744
terms 746
preplanning, inventory
observations 185
presentation
cash flows 425
financial statement evaluation
902
overall reviews 902
pro forma financial information
660

presumptively mandatory
requirements
of auditors 5
statements for attest
engagements 587
principles
engagements performed in
accordance with SSARSs
735-741
statistical sampling 135-136
prior periods
external confirmation requests
207
material misstatements 163-164,
221
material weakness identified
823-836
updates 91, 419-421
procedures
agreec-upon procedures
engagements 619, 622
anaical 227-240
application techniques 228-237
common-size financial
statements 232-233
documentation 236237
fraud 39, 45
fundamental requirements
228
general 229
going concern considerations
307
illustrations 237-239
industry comparisons 230
interim financial information
552, 563
obtaining evidence 907
overall conclusions 236
overall reviews 227, 228,
899-900
permanent files 234
ratios 230-231
regression 233-234
review engagements 780,
794-795
risk of material misstatement
885
substantive tests 227, 228,
234-236
trends 231-232
usage 227
variance 232
application controls 133-134
application techniques 128-149
assessed risk investigations
121-150
automated procedures 133-134
compilation of prospective
financial statements 646648
compliance engagements
578-579, 582, 697-698,
700-701



design 129-131
differences to reviews 776
examination of prospective
financial statements
649-653
focus groups 139
fundamental requirements
122-128
further procedures 123-124
going concern considerations
304, 307-308
inquiries 136—139
interim dates 128-129
interim financial information
128-129, 552-553, 563
internal control operations
131-136
materiality 874-875
material weaknesses previously
identified 824-826
noncompliance detection 61-62
observation 141
obtaining evidence 166—-167,
906-907
overall responses 122—123
pro forma financial information
657
quality reviews 862—863
reconciliations 141
required supplementary
information 438
restrictions for agreed-upon
procedures engagements
619
results evaluation 141
risk of material misstatement
892-897
sample sizes 134-136
shared activities 133-134
statistical sampling 135-13%,
255-256
subsequent events 291
substantive
analytical procedures 227,
228, 234-236
characteristics 126-127
documentation sampling 252
internal audit usage 365
internal controls 681
nonstatistical sampling
249-252
public company audit risk
866
risk of material misstatement
896-897
sample sizes 243, 250
securities and derivatives
investments 171, 181-183
statistical evaluation 256
statistical sampling 255-256
summary financial statements
476

Index

supplemental information 916
tests of controls 121, 124—-126
transaction tests 135, 140
types of tests 136-141
process examinations, financial
reporting 673
professional disagreements,
omitted procedures 333
professional judgment 3, 4
professional requirements,
statements for attest
engagements 587
professional skepticism 3, 4, 6-7,
31-32, 891
proficiency
compilation of prospective
financial statements 646
examination of prospective
financial statements 648—649
pro forma financial information
application techniques 660-661
attestations 655-666
comfort letters 512, 523-525
compilation engagements
807-812
conditions for reporting 65&
engagement objectives 03°—657
fundamental requir¢aznts
656-659, 807-CH9
illustrations 661—¢53, 810-812
modified report: 639
nonaudit ana nonreview clients
660
perfenaice requirements
S03-809
prevedures 657
reporting 656, 658-659,
661-666, 807-809,
811-812
understanding the entity and its
environment 808
prohibited engagements,
compliance attestations 693
projections 627-654
see also prospective financial
information
agreed-upon procedures
635-636, 644-645
appendices 645-653
compiling prospective financial
statements 628, 631-632,
638-639, 646-648
definition 628
documents 636-638
examining prospective financial
statements 633-635,
640-642, 648-653
fundamental requirements
630-638
general requirements 630-631
illustrations 638—653
misstatements 244
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modification of opinions
634-635
standard reports 638—641
standards 631-632, 633
proposed acquisitions, agreed-upon
procedures reporting
624-625
propriety of assumptions, pro
forma financial information
665-666
prospective financial information
see also projections
attest engagements 627-654
compilation 628, 631-632,
638-639, 646-648
examination 633-635, 640-642,
648-653
going concern considerations
304
provision of direct assistance,
1nternal audit usage
363-364
prvlic companies
accounting principles and
related disclosures 880
audit committee communication
909-914
audit documentation 817-822
audit evidence 905-908
auditor’s responses to risk of
material misstatements
891-897
audit planning 867-870
audit result evaluation 899-903
audit risk 865-866
audit supervision 871-872
communication systems
882-883
engagement quality reviews
861-864
financial statement consistency
857-860
information systems 882-883
integrated audits 837-856
interim reports, references to
PCAOB standards 816
materiality of audits 873-876
material weakness, continuing
assessments 823-836
nature of the client 879-880
objectives, strategy and business
risks 877, 880-881
omitted procedures 335-336
performance measures
evaluation 881
related parties 281, 919-925
risk assessment processes
882
risk of material misstatement
877-897
standard reports, references to
PCAOB standards 815-816
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public companies (Continued )
supplemental information
915-918
terms of engagement 910-911
Public Company Accounting
Oversight Board (PCAOB)
standards 813-926
PCAOB 1 813-816
PCAOB 3 817-822
PCAOB 4 823-836
PCAOB 5 837-856
PCAOB 6 857-860
PCAOB 7 861-864
PCAOB 8 865-866
PCAOB 9 867-870
PCAOB 10 871-872
PCAOB 11 873-876
PCAOB 12 877-890
PCAOB 13 891-897
PCAOB 14 899-903
PCAOB 15 905-908
PCAOB 16 909-914
PCAOB 17 915-918
PCAOB 18 919-925
publications
AICPA guides 929-930
GAAS hierarchy 931-932

qualification
auditor’s specialists 373-374
engagement quality reviewers
861-862
qualified opinions
controls at service organizations
728-730
emphasis-of-matter paragraphs
421-422
financial forecasts and
projections 634, 641
material weaknesses previously:
identified 826
modification 398-399, 402-405,
406-407, 410411
other-matter paragraphs
434-435
pro forma financial information
664-666
scope limitations 398-399,
400-401
separate reports 435—436
qualified reports, historical
financial statements
660-661
qualitative aspects
accounting practices 69-70,
901-902
misstatements 161-162
sampling 244
quality of audit documentation
26-27
quality control 15-20
application techniques 17-18

Index

attest engagements relationship
600

elements 18

engagement performance 18-20,
736-737

preparation engagements 746

public companies 861-864

standards 16-17

quarterly disclosures, material

weaknesses previously
identified 831

random number sampling 246
rates of error, statistical sampling
135
ratio analysis, procedures 230-231
reaffirmations, comfort letters 523
reasonable periods of time, going
concern considerations
303, 307
reasonableness, accounting
estimates 267, 272-274
reaudit engagements 11, 219-226
conclusions 221
definition 220
fundamental requirements
220-221
illustrations 222-225
prior period material
misstatements 22 i
recalculations, obi=ining evidence
907
reclassifications, 1:nancial
stateimient consistency 425,
ese
recogriien
management representations 321
interim financial information
555-556
reconciliations, testing 141
recurring audits 9, 11, 19
see also continuing . . .
reductions in expenditures, going
concern considerations
311
refusal of response, attorneys,
litigation, claims, and
assessments involving the
entity 199
regression analysis, procedures
233-234
regulatory basis accounting 443,
448-451
regulatory requirements
compliance 467-474
fundamental requirements
468-469
illustrations 469473
noncompliance 59—-64
reviews 24
understanding the entity and its
environment 879

reissuance of reports
comparative financial statements
386-387
compliance audits 582
eliminations of explanatory
going concern paragraphs
305
subsequent events and facts
discovered 292-294,
295-296
related accounts, audit
documentation 26
related disclosures, accounting
estimate testing 268-269,
274-276
related matters, qualitative aspects
70
related parties 277288
accounting considerations 278
application techniques 283-285
arm’s-'ength assertions 277, 924
a’idit committee
communications 924-925
auditor’s specialists 374, 378-379
audit procedures 279-283
audit team communication 921
basic approach 280
checklist 285-288
definition 277
determining existence 283
economic dependence 284
equivalence representations 282
expanded procedures 282
fundamental requirements
278-283, 920-925
general procedures 281
identified 281-282
illustrations 285-288
inquiries 920-921
no-charge transactions 284
obtaining an understanding
920
preliminary evaluation 283
public companies 281, 919-925
risk assessments 920
risk of material misstatement
922
significant risks 922-924
specific procedures 280-281
technical alerts 919
transactions 281-282, 283-284,
922-924
written representations 284-285
relevance
audit evidence 905-906
internal auditors 366
reliability of audit evidence
905-906, 908
reperformance, obtaining evidence
907
reportable conditions, interim
financial information 557



report dares, internal controls over
financial reporting 849
report release date, definition 21
reporting
see also disclosures; reports
agreed-upon procedures
engagements 618-619,
623-626
application techniques 388
auditor’s specialists 375
compilation engagements
755-761
compliance audits 579-581,
582, 583-586
contractual/regulatory
compliance 468-473
controls at service organizations
719-733
dual dating 292
financial statements 383-395
fraud 46-57, 558
going concern status 313-314
group financial statements
350-355
illustrations 389-395
initial engagements 221
integrated audits 678-681
interim financial information
558-561, 566-574
internal controls 678-681,
719-733, 849-851
interpretations 388
management’s discussion and
analysis 707, 708
modification of opinions
397-414
modifications, compliance
engagements 699, 703-704
noncompliance 63
noncompliance detection 6
objective planning 84
pro forma financial informadon
656, 658—659, 661-666,
807-809, 811-812
quality reviews 861-864
references to PCAOB standards
813-816
reporting frameworks generally
accepted in another country
492
required supplementary
information 438-439
review engagements 783—788
single financial statements and
specific elements, accounts
or items 457
standards 500, 596-598
summary financial statements
477478
supplemental information
917-918
reporting entity changes 424

Index

reporting frameworks generally
accepted in another country
491-496
application techniques 493
fundamental requirements 492
illustrations 493-495
reports
reissuance due to subsequent
events and facts discovered
292-294, 295-296
required to be restricted
485-486
reports on managements
description of a service
organization’s system and
the suitability of the design
of controls (type 1 reports)
151, 155, 726728, 733
reports on managements
description of a service
organization’s system and
the suitability of the design
and operating effectiveness
of controls (type 2 reports)
151-152, 155, 719-72¢;
732
representation letters
see also written repies entations
agreed-upon procedures
engagemerits 519-620, 622
attest engaganeiis 601-602
comfort lefters506
interim ‘inai:cial information
506568
review engagements 799-801
request design, external
confirmations 205
requesting parties, comfort letters
504-507
requests for assurance, contractual
agreements 468
required information presented,
accounting estimates 270
required procedures see procedures
required supplementary
information 437-442
application techniques 440
compilation engagements
759-760
definition 437
fundamental requirements
438-439
illustrations 440-442
material departures 441
omissions 440441
procedural coordination
440
review engagements 787-788
specified procedures not
completed 441442
unresolved doubts 442
requirements
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compliance information sources
582
financial reporting frameworks
497-502
internal controls communication
72-74
monitoring 20
professional statements for attest
engagements 587
resignations, attorneys 199
resolution, omitted procedures
335-336
resources, planning 85-86
respondents, external confirmation
requests 205-206
responses not expected, external
confirmations 211-212
responses to material
misstatements, fraud
potential 40, 4445
responses to noncompliance
60-61, 62
responsibilities
accounting estimates 271-272
auditors 4, 7
engagement partners 867, 871
group financial statements 342
management, preparation
engagements 748
Securities Act 1933 filings
543-544
restricted use legal opinions,
auditor’s specialists
377-378
restricted-use reports 485-490
application techniques 487
combined communications 487
compliance 489-490
illustrations 487-490
language 486
limiting distribution 486
review engagements 785
separate reports 487
specified parties 486
restrictions
additional borrowings 311
agreed-upon procedures
engagements 619
compilation reports 757
imposed by clients leading to
modification of opinions
401
use of summary financial
statements 478
restructuring of debts 310-311
results
audit committee communication
911-914
evaluation 19, 141, 161-162,
366, 899-903
fraud consideration 34
internal audit reviews 366
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retention of audit documentation
821-822

revenue recognition, fraud
responses 35, 44, 48-51

review engagements 773-806

attest engagements 599-600,
613-614
management’s discussion and
analysis 707-708, 710-711
revisions

acceptance and continuance
776771, 795-799

analytical procedures 780,
794-795

change to from audit
engagements 778

checklist 775

communication 778-779,
780-782

comparative financial statements
801-802, 805-806

departures from financial
reporting frameworks 786,
805

differences to audits 776

documentation 782-783

emphasis-of-matter paragraphs
774, 784

engagement letters 795-799

establishing an understanding
777

fundamental requirements
774-788

going concern considerations
785

illustrations 788-806

independence 776

inquiries 780-781, 789-794

interim financial information
804

limitations 777

materiality 776

objectives and limitations 773

other-matter paragraphs 774

performance requirements
779-781

procedure design and
performance 779-780

quality reviews 863

reporting 783-788

representation letters 799-801

required supplementary
information 787-788

restrictions on report usage 785

single year financial statements
802-804

special purpose frameworks
774,777, 784

subsequent events and facts
discovered 786

supplementary information
786787

tax basis accounts 797-799,
803-804

technical alerts 774

written representations 781-782

review reports

audit documentation 23

engagement terms 12

other information 428-429

risk of material misstatements
890

risk assessments

assertion-level 96

audit risk model 88—89

companies processes 882

confidence limits 255-256

detection 88, 255

estimation, statistical sampling
255

financial statement-level 96

fraud 31, 34-35, 4243, 48-52

integrated audits 839-840

internal audit usage 365

internal controls 73, 96-97, 671,
881-882, 889-890

material noncompliance 576,
583

related parties 920

sampling 241, 251-252

standards for group financial
statements 347

understanding the cuiity and its
environment 39-90, 93,
109-112

risk-based.app:oaches, tests of

coutrols 104-106, 131-133

risk-besed, top-down evaluation of

nternal controls 104—-106

1is); of material misstatement

access control risks 896

accounting principles and
disclosures 880

analytical procedures 885

assessment 96

auditor’s responses 891-897

audit risk model 88

client-prepared documents and
prior information 884

consideration of fraud 885-886,
889, 893

definition 3

engagement acceptance 884

fundamental requirements
878-890

identification and assessment
888-890

information and communication
systems 882-883

inquiries 886—888

internal controls 881-882,
889-890

nature, timing and extent of
procedures 892-893

objectives, strategy and business
risks 877, 880-881
overall responses 891-892
public company audit risks 866,
877-890
related parties 922
revision of assessments 890
significant risks 8§92
substantive procedures 896-897
tests of controls 893-896
understanding the entity and its
environment 878-884
risks which substantive procedures
alone do not provide
sufficient appropriate
evidence 98
roll-forward procedures, internal
controls 845
rollover approach, prior period
misstatements 163—-164

samolc sizes
acivity-level control testing 134
statistical sampling 252-255
substantive tests 243, 250
tests of controls 244, 247
sampling 241-264
application techniques 244-264
confidence intervals 256-264
confidence limits 255-256,
257-264
definition 261
discovery sampling 253
dollar value evaluation 258
equal-probability 257264
fundamental requirements
242-245
items examined 100% 243
nonsampling techniques
244-245
nonstatistical 245-252
obtaining evidence 907-908
point estimates 256263
populations 241, 249, 250,
252-255
qualitative aspects 244
risks 241, 251-252, 255-256
selection 243, 246-247, 251
statistical 135-136, 241,
252-264
stratification 242, 243
substantive tests 243
tolerable misstatements 242,
251
tolerable rates of deviation 242
unexamined items 243
units 241, 247, 250
Sarbanes—Oxley Act see Public
Company Accounting
Oversight Board standards
SASs (Statements on Auditing
Standards) see Clarified



Statements on Auditing

Standards

scope limitations/restrictions

compliance engagements 695

material weaknesses previously
identified 826

qualifications, pro forma
financial information
664-665

qualified opinions 398-399,
400-401

securities

audit design 170-171

audit evidence 169-183

comfort letters 505, 510,
530-531

completeness assertion 171, 182

control risks 178-179

fair value 172-173

illustrations, audit evidence
181-183

impairment losses 171, 174

inherent risks 177-178

management’s ability and intent,
audit evidence 175-176

service organization using
entities 179-180

unrealized appreciation or
depreciation 174-175

valuation 171-175

valuation on investee’s financial
results 171-172

Securities Act of 1933 filings

543-547

accountant’s responsibilities
543-544

application techniques 546

comfort letters 516-518

fundamental requirements
543-547

illustrations 547

interim financial information
543, 544, 546

subsequent events 544-546

Index

internal controls 581, 855
supplementary information
435-436
separate restricted-use reports 487
service auditors 152, 155-158
service organization controls
713-733

acceptance and continuance 715

communication 723
criteria suitability 715-716
documentation 718-719
fundamental requirements
714-723
illustrations 723-733
internal audits 717-718
obtaining evidence 716-717
report preparation 719-733
subsequent events 718
subservice organizations 714,
730-731
systems 152
type 1 reports 726728, 733
type 2 reports 719-726, 732
understanding the entity and its
environment 716-717
written representations 715
service organization using er‘ities
151-158
application techniques 155-158
fundamental requicinents
153-124
internal coatiols 852-853
securitics an‘i derivatives
investments 179-180
service auditor reports 155-158
wpe 1 reports 151, 155
type 2 reports 151, 155
severity of deficiency,
determination 72
shared activities, test design
133-134
shelf registrations, comfort letters
507
short-form registration filing

955

communication to those charged
with governance 67-68, 69
documentation 22-23
significant risks
identification 97-98
related parties 922-924
risk of material misstatement
889, 892
significant unusual transactions
38-39,911-912
single financial statements
455-466
auditor’s report 457
fundamental requirements
456-457
illustrations 458-461
interpretations 458
materiality and scope 456457,
874
review engagements 802-804
special purpose frameworks
459-461
skepticism 3, 4, 6-7
small nonpublic clients 323-324
small populations in statistical
sampling 255
solvency, attest engagements 604
sources of information
compliance requirements 582
fair values 172-173
group financial statements 357
sources of misstatements, internal
controls 674, 842843
special considerations
financial statements prepared
with special purpose
frameworks 443—454
group financial statements
339-358
single financial statements and
specific elements, accounts
or items 455466
special purpose frameworks
443-454

subsequently discovered facts incorporating previous 8-K cash basis 443, 446447

545-546 filing by reference, comfort compilation engagements 756,
segment reporting 202 letters 521-522 766-771

selection signatures, management contractual basis 443, 451453
controls to be tested 674, 843 representations 322 definition 443

sampling 243, 907-908
substantive test samples 251
tests of control samples 247

significant accounts
internal controls 673-674, 842
risk of material misstatement

emphasis-of-matter/other-matter
paragraphs 445
financial statements prepared in

sending external confirmation 888-889 accordance with 443-454
requests 209-210 significant assumptions testing fundamental requirements
senior management, involved in 269, 275 444-445
fraud 4647 significant deficiencies in internal illustrations 445-453

separate reports
adverse opinions 436
compliance with contractual or
regulatory agreements
468-473
disclaimers of opinions 436

controls 71, 72, 76-78,
843-847

items or specific elements of
financial statements
significant disclosures for internal 462-463
controls 842 preconditions for an audit
significant factors in planning 85 444
significant findings regulatory basis 443, 448-451
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special purpose frameworks
(Continued)
review engagements 774, 777,
784
single financial statements
459461
standard report components
444-445
tax basis 443, 447-448
specialist engagements 373-382
accounting estimates 268
adequacy of opinions 376-377
application techniques 378-380
audit guide reference 380
audit planning 870
compliance engagements 693
CPA firm employees 379
decisions to use 376
engagement letters 374, 380—
381
fundamental requirements
373-375
illustrations 380-382
interpretations 375-378
qualification 373-374
relation to client 374, 378-379
reporting effects 375
restricted use legal opinions
377-378
securities and derivatives
176-177
statements of independence
381-382
specific assertions
see also assertions
supporting evidence 141-149
specific elements of financial
statements 455-466
auditor’s report 457
fundamental requirements
456-457
illustrations 461-465
incomplete presentations
464-465
interpretations 458
materiality and scope 456457
special purpose frameworks
462-463
specific items selected, audit
evidence 908
specific matters, audit
documentation 820

specific procedures, related parties

280-281
specified parties
agreed-upon procedures
engagements 619, 622
compliance engagements 695
definition 485
restricted-use reports 485, 486
specified procedures not
completed, required

Index

supplementary information
441-442
specified requirements, compliance
engagements 692, 695,
701-703
SSAE see Statements on Standards
for Attestation
Engagements
SSARS:Ss see Statements on
Standards for Accounting
and Review Services
staff
Audit Practice Alerts 814
questions and answers 814-815
standard reports
agreed-upon procedures
engagements 623
components, special purpose
financial statements
444-445
departures, audit committee
communication 913
financial forecasts and
projections 638-641
financial statement consistency
423
fundamental requirements
384-386
modifications, financial ‘Crecasts
and projectiors ¢35
public compani=s, icierences to
PCAOB standards 815-816
standards
see also Ciarified Statements on
Audiung Standards; Public
Company Accounting
Oversight Board standards;
Statements on Standards
for Accounting and Review
Services; Statements on
Standards for Attestation
Engagements
agreed-upon procedures
engagements 616
attest engagements 594-600
financial forecasts and
projections 631-632, 633
group financial statement risk
assessments 342
quality control 16-17
risk assessments, group financial
statements 342
stated control objectives, material
weakness 823, 824-825,
827-828
statements, attest engagements,
professional requirements
587
Statements on Auditing Standards
(SASs) see Clarified
Statements on Auditing
Standards

statements of independence,
auditor’s specialists
381-382
Statements on Standards for
Accounting and Review
Services (SSARSs)
735-812
acceptance and continuance
737-738
AR 120 807-812
AR-C 60 735-741
AR-C 70 743-750
AR-C 80 751-772
AR-C 90 773-806
compilation engagements
751-772, 807-812
cross-references 927-928
definitions of terms 738-741
financial statement preparation
743-750
fundainental requirements
736-738
geueral principles 735-741
oojectives and limitations 735
pro forma financial information
807-812
quality control 736-737
review engagements 773-806
Statements on Standards for
Attestation Engagements
(SSAE) 587-733
AT 20 587
AT 50 589-590
AT 101 591-614
AT 201 615-626
AT 301 627-654
AT 401 655-666
AT 501 667-690
AT 601 691-704
AT 701 705-711
AT 801 713-733
cross-references 927-928
hierarchy 589-590
statistical sampling 135-136,
252-264
confidence limits 255-256,
257-264
definition 241
equal-probability 257-264
risk and confidence 255-256
sample sizes 252-255
substantive tests 255-256
statistics in comfort letters
513-515, 526-529
strategy
audit committee communication
911
planning 81-82, 83-84,
868-869
public companies 868869, 877,
880-881
stratification, sampling 242, 243



subject matter, agreed-upon
procedures engagements
616
subsequent changes
audit documentation 821-822
comfort letters 513
subsequent events 289-302
accounting estimate testing 269
application techniques 296-298
attest engagements 603—-604
compilation engagements 758
compliance engagements 695,
698
controls at service organizations
718
definition 289
fundamental requirements
290-296
illustrations 298-301
interim financial information
556
internal controls 680, 851-852
material weaknesses previously
identified 831
parties to be notified 298
procedures 291
reissuance of reports 292-294,
295-296
review engagements 786
Securities Act 1933 filings
544-546
subsequent payments, external
confirmations 216-217
subsequent years
internal controls examinations
675
internal controls over financial
reporting tests 845
subsequently discovered facts
289-296, 298-302
application techniques
296-298
comfort letters 515
compilation engagements
758-759
definition 289
disclosures 298
fundamental requirements
290-296
illustrations 298-301
interim financial information
563
known after report release date
292-294
known before report release date
291-292
parties to be notified 298
reissuance of reports 293-294,
295-296
review engagements 786
Securities Act 1933 filings
545-546

Index

subservice organizations 152, 714,
730-731
substantial doubts, going concern
considerations 304-305,
307
substantive procedures
analytical 227, 228, 234-236
characteristics 126-127
definition 121
documentation sampling 252
internal audit usage 365
internal controls 681
nonstatistical sampling 249-252
public company audit risk 866
risk of material misstatement
896-897
sample sizes 243, 250
securities and derivatives
investments 171, 181-183
statistical sampling 255-256
successor auditors
see also initial engagements;
reaudit engagements
interim financial information
564, 571-572
material weaknesses previcualy
identified 833-834
opening balances 219--226
sufficiency (of audit cviuznce)
127, 165, "6l
audit docunisnioion 22
evaluatior Y0903
guidelinies $175-906
modifications of opinions
400401, 406-410
tupplemental information 918
sutebility of criteria, controls at
service organizations
715-716
summary financial statements
475-484
adverse opinions 481483
applied criteria 475, 476,
782783
definition 475
engagement acceptance 476
form of opinions 477
fundamental requirements
476478
illustrations 478-483
procedures 476
reporting 477-478
unaudited information 478
unmodified opinions 479481
written representations 476
supervision of engagement teams
18-19, 871-872
supplementary information
see also required supplementary
information
adverse opinions 433, 435
audit procedures 916

957

compilation reports 759
definition 431, 915
evaluation of audit results 917
management representations
916-917
other-matter paragraphs
434-435
public companies 915-918
reporting 917-918
review engagements 786—787
separate reports 435436
whole financial statements
431-436
fundamental requirements
431-433
illustrations 434-436
interpretations 433
other-matter paragraphs
434-435
systematic random sampling
246247
<ysiems of quality control 17-18

tables, comfort letters 513-515,
526-529
tax basis accounting
compilation engagements
766-770
review engagements 797-799,
803-804
special purpose financial
statements 443, 447448
technical alerts
compilation engagements
751-752
engagements performed in
accordance with SSARSs
735, 743-744
financial statement preparations
743-744
related parties 919
review engagements 774
terms of engagement 9-14
financial statements with
reporting frameworks
generally accepted in
another country 492
group financial statements 342
preparation engagements 746
public companies 910-911
revision 12
testing
accounting estimates and related
disclosures 268-269,
274-276
auditor’s specialists data 379
interim dates 128-129
internal audit effectiveness 368
transactions 135
types of tests 136—141
tests of controls 124-126, 131-136
see also internal controls
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tests of controls (Continued )
attest engagements 606,
674-675
definition 121
design 131-136
integrated audits 843-845
investments 170
nature of 844
nonstatistical sampling 247-249
public companies 843845, 884
risk of material misstatement
893-896
sample sizes 244, 247
service/subservice organizations
713-733
timing 895-896
top-down selection approach
840-843
third parties
asset-backed securitizations
620-621
holding inventories 184
internal controls 680-681, 840
restrictions, compilation
engagements 757
those charged with governance
auditor’s communication 65-70
communication of possible
fraud 4041
controls at service organizations
714
definition 3
fraud inquiries 33
interim financial information
communications 557-558
planning 82
review engagements 778-779
timing
audit committee communication
914
audits 68-69, 84
communication with those
charged with governance
67
external confirmation requests
207
further procedures 123-124
interim financial information
reviews 554
internal control issues
notification 73
inventory observation 183184
risks of material misstatement
responses 892-893,
895-896, 897
substantive procedures 126127,
897
tests of controls 125-126, 675,
895-896
tolerable misstatements 242, 251,
874
tolerable rates of deviation 242

Index

tolerable rates of error 135
top-down evaluation, internal
controls 104-106
training
compilation of prospective
financial statements 646
examination of prospective
financial statements
648-649
transactions
accounting estimate testing 269
arm’s-length 277, 924
external confirmations 217
related parties 281-282,
283-284, 922-924
testing 135, 140
trend analysis procedures 231-232
type 1 reports (reports on
managements description
of a service organization’s
system and the suitability
of the design of controls)
151, 155, 726-728, 733
type 2 reports (reports on
managements description of
a service organization’s
system and the suitabiiiry ot
the design and opcrating
effectiveness of contiols)
151-152, 155:/13<726,
732

UCL see upper confidence limits
ULF see upper confidence limit
faciors
unaud:ted interim financial
information 511
tnaudited summary financial
statements 478
uncompleted required
supplementary information
procedures 441-442
unconditional requirements
of auditors 5
statements for attest
engagements 587
uncorrected misstatements 159,
913
underlying data, accounting
estimate testing 269
understanding the entity and its
environment 87-114
accounting principles and
disclosures 880
application techniques
98-114
assertion-level risks 96
audit risk model 88-89
business of the client 100-104
client’s business 100-104
control activities 93, 104-108,
883

control environment 92,
104-108, 882
controls at service organizations
716-717
documentation 98
economic issues 99
financial statement-level risks 96
fundamental requirements
89-98
illustrations 108-114
industry issues 99-100
information and communication
93-94
interim financial information
550-552
internal audit usage 365-366
internal control matters 92-98,
104-108, 112-114,
716-717
monitering 883
monitering processes 94-95
ohjenives, strategy and business
risks 877, 880-881
prior period updates 91
pro forma financial information
808
public companies 878-884
related parties 920
review engagements 779
risk assessment 93, 109-112,
882
risk-based, top-down evaluation
of internal controls
104-106
risk of material misstatements
96
significant risk identification
97-98
understanding the industry, review
engagements 779
underwriters
comfort letters 503-541
communication 506
definition 505
unexamined items, sampling 243
unmodified opinions 383, 479481
unqualified opinions, internal
controls 682-684,
686688, 854-855

unrealized appreciation or

depreciation 174-175
unresolved doubts, required
supplementary information
442
unusual transactions 38-39,
911-912

upper confidence limit factors

(ULF) 257264

upper confidence limits (UCL)
257-264

urgency of resolution, omitted
procedures 335-336



usage

analytical procedures 227
internal audits see internal audit
usage

user auditors 152
user entity, definition 152
US Securities and Exchange

Commission (SEC)
registrants
asset-backed securitization due
diligence by third parties
620-621
audit committee communication
909-914
audit evidence 905-908
audit planning 867-870
audit result evaluation 899-903
audit risk 865-866
audit supervision 871-872
compliance comfort letters 510
engagement quality reviews
861-864
financial statement consistency
857-860
integrated audits 837-856
interim reports, references to
PCAOB standards 816
materiality of audits 873-876
Public Company Accounting
Oversight Board standards
813-926
audit documentation 817-822
continuing material weakness
assessments 823-836
references in Auditor’s
reports 813-816

Inde.:

Index

risk of material misstatement
877-897
auditors responses 891-897
Securities Act 1933 filings
543-547
accountant’s responsibilities
543-544
application techniques
546
fundamental requirements
543-547
illustrations 547
interim financial information
543, 544, 546
subsequent events 544-546
subsequently discovered facts
545-546
standard reports, references to
PCAOB standards
815-816
supplemental information
915-918

validity, internal audits 359-372
valuation
model testing 269, 275-27¢
securities and derivatives
171-175
variability, substantive tcst
populations 255
variables, equa!-piouability
samp'ing 258-264
variance analy:is procedures 232
voided doctments 247-248
voluntary information, accounting
estimates 270

959

walk-throughs 883-884
withdrawals, noncompliance

detection 63

working papers see audit

documentation

workpapers see audit

documentation

written representations 319-332

accounting estimate tests
270

alerts that restrict use 485—490

application techniques
323-324

audit information 906-907

controls at service organizations
718

fundamental requirements
319-322

illustrations 324-331

interim financial information
554-556

1vernal controls over financial
reporting 847-848

materiality 321-322, 324

material weaknesses previously
identified 827-830

obtaining 320-321, 324-326

related parties 284-285

reliance on 319-320

request not provided 322

review engagements 781-782

summary financial statements
476

XBRL instance documents

605-606

compiled by Indexing Specialists (UK) Ltd
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