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iiésﬁon 3 (12 marks)

'Pet Shop Ltd. is a large retail outlet with ten full time employees in additiop to the owner. Ypu dropped by on
your way home one day to organize the audit planning process for the coming year, and l:]OllCCd brand new
terminals at the cashier’s desk. One of the employees was having fun zapping inventory 1tems. The owner
teased hirn about the new laser scanning devices and told him to get to work to see which items ne?dgd to be
ordered. It turns out that Pet Shop Ltd. has implemented a new point of sale computer system that 1s integrate
with invenitory. The last time you-were there to buy dog food (gbout three months ago) there were old comput
terminals that were totalled ard rec rde\% manually in the sales journal.

Required: [ U 27
List the four phases of the yugit. Eef each phase, explain how these new computer systems might affect the
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Name

stion 6 (6 marks)

Togictech is a supplier for one of the “big three” North American car companies. During the current year,
Logitech has been negatively affected by the severe downturn in the automotive industry. At the end of the
third quarter (October 31, 2008) the company’s management informed the Board of Directors that the year-enc
results were likely to be poor, and well below the initial expectations for the year. You, CA, are the auditor of

Logitech.

Part A (2 marks)
[n regards to management’s preparation of the financial statements, what would you expect their bias, or

sbjective, to be? Why?
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>art C (2 marks)
Jow would your expectations, as described in part A, affect how you use the Accounts Receivable subledger

.nd Cash Receipts journal to test Accounts Receivable?’ )
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Name

uest-ion S (6 marks)

rt A (2 marks) ‘ (
Discuss the purpose of an audit engagement letter. ad % : "
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Part B (4 marks) ‘ '
Discuss the matters that should be specified in an engagement Ietter.l
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Name

An auditor 1s conducting the audit of the financial statements of a retail department store. The auditor is awar
that he must obtain sufficient appropriate evidence with respect to various audit assertions associated with
managenxent assertions and thus with material financial statement amounts. The following is a list of specific
andii procedures the accountant plans to perform. For each of the five audit procedures listed, describe only 1
primary a udit assertion being tested, and the quality of evidence (high, medium, low) obtained, explaining wk

the evidence is the quality

level you specify.

Audit Procedure Audit Evidence Explanation of Evidence Quality
Assertion Quality
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company’s normal
physical inventory taking,
one month prior to the
year end.
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Examine receiving reports
dated prior to the year end
which have not been
matched to vendor’s
Invoices.
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Examine audited financial
statements of several
foreign companies in
which the client owns
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