Auditing ACC0048 Review Assignment
In order to get you ready for the test on February 15, 2011 and due to the fact that I will be in Toronto on Algonquin related business, I am assigning the following homework in lieu of classes on February 10th or 11th (depending on which section you are in).  Please note that this does mean that there will be no classes on the 10th and 11th respectively.
Using your textbook (yes you will actually have to open it!) please answer the following questions:

Chapter 1:

1. What is business risk? Define in your own words.

2. What is information risk? Define in your own words.

3. What is audit risk – and what are the three risks that comprise audit risk?

4. Sarbanes-Oxley Act (2002) (SOX) was introduced as a result of the large scale bankruptcies occurring in the USA.  From the text book and your class room notes explain in some detail what measures were taken by the Act to ensure that corporate fraud would be detected and or prevented.  Please be specific –e.g., SOX requires that all public accountants maintain competence and current in their fields of practice and each PA is required to achieve a minimum amount of  education each year, i.e., attending courses, seminars and by teaching in the field.
5. The textbook discusses several types of auditors and their function.  Please read over pages 14 to 17 and become comfortable with the various types of auditors and their functions.

Chapter 2:

1. Generally Accepted Auditing Standards (GAAS):

a. What is the overall objective of a financial statement audit?
b. What does the General Standard require?
c. What does the Examination Standard require?
d. Finally, what does the Reporting standard require?
2. Why is it important to have an understanding of the client’s business in order to conduct an audit?
3. What is meant by the term materiality and how does audit risk affect audit materiality?
4. Why is it important that an auditor assess a client’s system of internal controls?
5. What is meant by the term “sufficient and appropriate” audit evidence?
Chapter 3:
1. What are the three levels of assurance provided by a public accountant? (i.e., positive confirmation – audit etc.)

2. What type of opinion is given in the auditor’s report when there is a GAAP departure?  How would this opinion change if the GAAP departure was so pervasive that it tainted many financial statement accounts and the overall presentation of the financial statements?
3. What type of opinion is given when there is a scope limitation in the audit?

4. What does it mean to be associated with a set of financial statements?

5. What happens if there is a going concern (remember this principle from your accounting class?)?

6. In the Auditor’s report what is the purpose of the management responsibility paragraph?  What is the purpose of the auditor’s responsibility paragraph?

Chapter 4:
1. The most important concept for an external auditor is that they serve the public interest.  What is meant by this statement?

2. Independence and Objectivity are two interrelated terms and essential to an auditor.  How does an auditor ensure his or her independence and therefore likely his or her independence? (Hint read over prohibited activities on pages 106 to 110).

3. An auditor must conduct his audit with competence and due care –explain what this means.
4. Confidentiality is the principle that public accountants must not disclose any information regarding their client’s business.  Read page 111 for the rules of confidentiality affecting Public Accountants (PA).
5. What is a public accountant? See page 105 for the definition of what a public accountant is (and in the footnotes to the page for how the Institute of Chartered Accountants define a PA).

6. Are PA’s allowed to advertise?  If so are there any constraints against them?
