1) The engagement letter should include information regarding 
inherent limitations of an audit
the applicable financial reporting framework 
the expected form and content of reports 
2) The nature and extent of the audit work to be performed on a particular engagement depend largely upon the  Effectiveness of the client’s internal control

3) The fact that some matters are important to the fair presentation of financial statements while other are not is recognized by the concept of materiality 


4) A common rule of thumb related to a financial statement base used by auditors is: 1% of total equity

5) Tolerable misstatement ______________ performance materiality. May be the same amount or lower than


6) Even a small misstatement, such as a misstatement that affects a client's loan covenants, may be considered a(n) ______________ misstatement to the financial statements. Material

7) Systems portion of the audit - procedures to assess the effectiveness of the internal controls


8) Substantive test portion of the audit-tests of financial statement account balances

9) Overall audit strategy-defines audit scope, reporting objectives, timing etc.


10) Relevant assertions include:
-existence or occurrence
-valuation or allocation
-completeness

11)  Fraudulent financial reporting-material misstatement of financial statements by management with the intent to mislead financial statement users

12) Missappropriation of assets-theft of client assets by an employee or officer of the organization


13) Inherent risk-risk of material misstatement of an assertion about an account without considering internal controls
14) During the audit the client's staff may prepare a(n):
-analysis of accounts written off
-trail balance
-aging of accounts receivable

15) Some tests of controls provide substantive evidence about an account or class of transactions. These procedures are referred to as dual purpose  test

16) An audit procedure that serves as a test of controls and a substantive test of the details of the transactions that occurred during the year is know as a dual-purpose procedure.


17) (1) incentive or pressure, (2) opportunity and (3) attitude to rationalize the act are the three fundamental of the fraud risk triangle

18) Inquiries of predecessor auditors are almed at obtaining information on 
Disagreements with management ; integrity of management; reason for change in auditors 

19) Silver corporation is seeking a new auditor due to a disagreement with the current firm regarding a financial statement disclosure. Silver is looking for a new auditor who will provide a clean opinion on the statement . This is known as Shopping for accounting principles 




