Auditing
Developments

11t Edition

Steven C. Fustolo



Table of Contents

Chapter 1 — Auditing Issues Surrounding the Current Economic Environment

ANd POSt-COVID-19 ...t s man e e s 1
Learning ODBJECIIVES. .. .eieieiiiieiiiiieeeiieee e ettt e estteeessbreeessstreeeessasseeessssseeessssseeesssssesesssssseeesssseeennsseeens 1
G418 (0 Te LT3 (o) DO T RPN 1
Implications of the Current Economic Environment for Auditors ...........ccocceerviiinieiiiiiiiniiienieeeee 1
State of the U.S. Economy in 2024—Impact 0n AUAItOTS ........ccccvverrrerieeeiiiieeeeriieeesieeeeeereee e 2
Accounting Issues Related to the Post-COVID-19 Economic Climate...........ccocceeerieernieeniieenieeeneeene 3
Post-COVID-19 Accounting and Disclosure Issues for Auditors to Consider............ccoeeeerieeenneennne 4
Auditing Engagement [ssues—Post-COVID-19.........cocciiiiiiiiiiiiiiiie ettt ereee e 16
REMOLE AUGILING ...eeeeiiiieeiiiie e eiiee et te et ee e ettt e e sttt e e s ettt e e e sstbeeesssseeessnsaaeesesnsseeessnsseeessnsseeens 16
Accounts Receivable COnfirmations ...........ccooeieiieiiiiieniiie ettt rtee ettt e s 17
Physical INVentory ODSEIVALIONS ........cccvvieiiiieeeeiiieeeeeriieeeeiteeeereeeesebreeeessssreesssseeeesnssseeesnsseeeens 17
The Future of REMOte AUAITING ......cccccviiiiiiiiieeiiiee e eeitee et ee e eieee e ereeeeesetreeesnraeeesnbaeeessseseeas 18
Fraud and Internal Control in the Post-COVID-19 Environment.............c.ccceeevveeerenrerreencieeesnnnnenns 19
Going Concern and COVID-19.. . ouiiiiiiiiie ettt e e et e e s e e e e snbree s snbaeeesensreeeas 20
OVErVIEW——GOINZ CONCEIT ..eeeeueviiieeiiiieeeeiieeeeeirteeesstreeessstseeessssreeesssssseeessssseessssseeessssseeesssssssees 20
GAAP Requirements—GOoIiNg CONCEIM .. ......ueierrrrireeriieeeesiirreeeiereeeesssreeessssaeeessssseesssssseesssssseees 20
Auditing Engagement Requirements—Going CONCEIMN...........cccuvreereuiieeeriireeeeeriieeeeeireeeeeereeesennens 21
One-Year Going Concern Window and COVID-19.........cccocoiiiiiiiiiiiiiiiiine et 21
Going Concern Mitigating Factors in the 2024 Economic Climate .............ccoveeeenieenieeennieenieenne 22
Using a Financial Support Letter to Mitigate Substantial Doubt of Going Concern..............ccc.ee.... 23
REVIEW QUESTIONS ... .uvviiiiiieeeiiiiiee ettt e ettt e e e e e e e e et e e e e e e e e eeeaaaseeeeeeeeeeesassrneeeaeeeannsarseeens 25
REVIEW ANISWETS.....ceutiiiitie ittt ettt et ettt ettt ettt e bt e e bt e e sat e e e bt e e sebee e smteeenbeesabeeesnteesbeeenas 27
Chapter 2 — Client and Employee Fraud............cccccooonnsnsssnnnsssnsnsssnnns s ssssssssnnnes 31
Learning ODJECIIVES. .. ueiieiiiiieeiiiiieeiiiteeeerettteeerttteeestteeesssbeeeeessseeeesssseeessssaeesasssesessssssseessnssseessnssees 31
INETOAUCTION ..ttt ettt ettt ettt e et e et e ettt e e bt e e sabeeeabteesabeeeamteesanteeans 31
2024 Report to the Nations on Occupational Fraud and AbUSE ...........ccceveevriiieeeriiiieeeniiee e 32
B TS0 il 2 14 T PRSP 42
Small Business (Private Company) Fraud ...........ccoociiiiiriiiieiiiiiee et eeieee e sinee s eneee e srnee e ssnreee s 52
Fraudulent DiSDUISEMEINTS. .......ccoiiiiiiiiiiiie ettt ettt et e ettt et e s sbeeenneeeeas 52
Fraud Involving Cash RECEIPLS .......ieeiiiiiiiiiiiiee ittt ettt ee et e et ee e sere e e e snbaeeesnnsnnee s 53
Evaluating an Entity’s Fraud ENVITONMENL...........c.ceeeviiiieiiiiiiee e ciiee e sieee e eireee e ereee e sereeeseenes 55
Signs That Fraud May Be Present .........ccccviiiiiiiiiiiiiiiee ettt eieee e eriiee e saree e eiveeessnnneeesenns 57
How to Reduce Time Theft........ooooiiiiiiiiiiie ettt e 60
Employee Background Checks and Credit REpOItS..........covvcviiiiiriiiiieiiiiiiee et 60
The Auditor's Role in Dealing with Fraud ...........ccccoooiiiiiiiiiiiiiie e 61
The Auditor's Role in Dealing with Fraud—AU-C 240 Requirements ...........cc.cceeeveeerieeenieeeneeenns 61
SPECIFIC FTatd [SSUCS .....uvviieiiiiiieiiiie et iee e etite e ettt e e ettt e e e sttt e e stteeeessesaeeessssaaeessnssseeesssseeesnnsseeens 67
INVENLOTY FTaUd [SSUCS .....ccoviiiiiiiiiieeiiiiie e ciite ettt ettt e ettt e s et e e estbe e e s e tbeeesenssaeeeesnsseeesanssneens 67
Revenue Fraud ISSUES .........coioiiiiiiiiiiiiiee ettt ettt ettt e e et 69
Overstated and Understated Assets and Liabilities...........eeevecviirerriiieeiiiiie e 74
Manipulating Estimates, Allowances and ACCTUALS ..........ccoocviiieiiiiiieeiiiiee e 75
Fraud Through Money Laundering ............ccccveeriiiieiiiiiieeiiiiieeercieeessireeeesireeeeesnreeesssreeessnnseeesessnnns 76
Audit Requirements—Money Laundering............ccccuvieiriiiieeniiiiieeiiieeeeieeeesieeeesnveeesenneesssnnes 76
ANG-FTaud MEASUTES ....ccoueiiiiiiiiiie ittt ettt s bt e sae e st sat e sbt e e e bt e sabeeesaeeesabeees 77
Post Madoff and the Single AUdItor ISSUE ........cccviiiiiiiiieiiiiie e e 79
FTX Fraud and Crypto Currencies in AUAILS .........ceeereviieeriiiieeeiiiieeiriieeesieeeessreeeessssnneessnnneessssnees 81

FTX Collapse and Exposure to U.S. AUIOTS .......ccoiiiiiiiiiiiieiiiie ittt 81



Table of Contents

FTX AUditors EXPOSEA ....cccuvviiiiiiiiieiiiiiee ettt ettt sttt e s et ee e ettt e e s stbeeesenssaeesssnssaeessnssneens 81
SEC Increases Scrutiny of Cryptocurrency Company AUditS...........ceecvvereerereeeeriurrreeriieeeesineeesnnns 81
FASB Cryptocurrencies Project—ASU 2023-08: Intangibles—Goodwill and Other—Crypto
Assets (Subtopic 350-60): Accounting for and Disclosure of Crypto ASSetS..........cccoveevevveeennnnnn. 82
General RUIes—ASU 2023-08 .....cooiiiiiiiieiiee ettt ettt e et e ettt e ettt e s e e 82
REVIEW QUESTIONS......vviiiiiiieeeiiiiee ettt e e ettt e e e e e e e et a e e e e e e e e eeeataaeeeeeeeeeseeassaeeeaaeeeannnareeeens 84
REVIEW ATISWETS.....ceuttiiitie ettt ettt ettt ettt ettt e et e e b et e sa bt e e bt e e sebeeeemteeenteesabeeeambeesabeeenas 86
Chapter 3 — Accounting Risk Considerations for 2023 — 2024 Audits...........cccceeeumunnnnnnnnes 89
Learning ODJECIIVES. .. uvieeruiiieiriiiieeriiieeeerettteeesttteeesareeesesbeeeeessseeeessssaeessssaeesssssesesssnssseessnssseessnssees &9
Specific ACCOUNTING RISKS ......uiiiiiiiiie ittt e e st e e s sstae e e s s sntseeesennsaeens &9
Risks of Inadequate LIQUIAILY ........eveeieiiieiiiiieeeeiiieeceieee et ee e et e e et ee e sireeeeseteaeesnnbaeesensnnneens &9
Ratios to Consider in Evaluating Liquidity..........cccceveiroiiieiriiieieeriiiee e eeireee e eeeesireeesseneee s &9
Risks of Collectability of Accounts Receivable...........ccccveivciiiiiiiiiiiiiiiicc e &9
Risks of Inventory Writedowns and ObSOIESCENCE ..........eeeeveuriieeriiieeeiiiiieeeeireeesiieeeesreeeeeeeraeees 90
Risk of IMPAIrMENt OF ASSELS....ccuvvieereiriieeiiiieeeiiitieeerereeeessreeeeesbreessseraeeessssreessnsseeesssssaeesssnssseens 91
Risk of Unrealized Losses Debt and Equity INVEStMENts ...........cccccvererriiireiriiiieeniieeeeriieeeeveeens 93
Risk of Having Underfunded Pension Plans............ccccccoiviiviiiiii it 94
Impact of New Mortality Tables on Defined Benefit Plans..........cccccceiiiiiiiiiiniiiniiiiie e 96
Risk of Information System Cyber-Attacks and Internal Control............cccoccevevieeniieiiiieeniieinieens 97
Risk of Unrecorded Sales Tax Liabilities Due to Wayfair Decision...........ccccccvvveeveveeeeiicieeeennnennn 98
REVIEW QUESTIONS ... .uvviiiiiieeeiiiiiee ettt e ettt e e e e e e e e et e e e e e e e e eeeaaaseeeeeeeeeeesassrneeeaeeeannsarseeens 99
REVIEW ANISWETS.....ceiutiieiitie ittt ettt ettt ettt et ettt e ettt e e et e sttt e sat e e s bt e e ssbee e embeeenteesabeeennteesabeeas 100
Chapter 4 — Special Considerations for Auditors ..........ccccmiiiiiiiiccccc e 103
Learning ODJECIIVES. .. .uveeieuirieeiiiieeeiiieeeesettteeestteeessrreeeessbreeeeessssaeessssseeesssseeesssssseeessssseeesssssseensnns 103
Attempting to Limit AUditor’s Liability ......cccveeeirciiieiiiiiieeeciie ettt stae e e e aneee s 103
Criticism of Auditors Who Do Not Detect Fraud...........cccooevviiiiiiiiiiiiiiiiieeeiiee et 103
Impact of Going Concern Report ModifiCations..........cc.eveereuiiieeriiieeeeriieeesieeeeeieeessreeeeeeenreeeenes 105
Historical Impact of Going Concern Report Modifications............cccceeevevieeeniniiieenniieeesieee e 105
Impact of Inflation and Higher Interest Rates on the Going-Concern Evaluation in 2023
ANA 2024 ... ettt ettt ettt ettt e st e e seneenbe e e e 106
Retaliation Against Auditors Who Issue Adverse OPInionS ..........ccveeeervvereereveeesenireeeessonreeesssneeennnns 107
RESTALEIMEGIIES ......eeieiieiiiie ittt ettt e st e sttt e e sttt e e sabeeeesabaeeesnaas 107
REVIEW QUESTIONS ... uuvviiiiiieeeeiiiieeee e e e ettt e e e e ettt e e e e e e e e e ttaeeeeeeeeeeeataaeeeeeaaeeeeeassseeeeaaeeeansees 109
REVIEW ATNISWETS. ... utiieiiiie ettt ettt ettt ettt ettt e ettt e it e e sttt e sat e e s bt e e esbee e embee e nteesabeeennteesabeeas 110
Chapter 5 — Key Focus Areas for Auditors in Volatile Times..........ccccceeeinneennnnnnnnnnnnnnnnns 111
Learning ODJECIIVES. .. .eieiiurrieeiiiiieeeiiteeeeseitteeeetteeessrteeessstaeeeeesssseeessssseeesssseeesssssseesssssseeesssssseesanes 111
G418 (0 Ta LT3 () F USROS 111
Working Capital RALIOS.......c.vuviiieiiiieeiiiiie e eiieeesitee et ee e sree e e s et eeesetaeeesntbaeesssaaeessnssseesnnnsens 111
Other CoVerage RaAtios........uuiiiiciiiieiiiiie ettt ettt e sttt e ettt e s et eessabeeesstbaeessnnseeesesnssaeesensseeens 111
AIIMAN Z SCOTE ..ttt ettt sttt ettt e et e e bt e sab et e bt e e s eateeebeeesmteeeaeeesane 112
Be Aware of Client Pressures to Reverse Allowance and Reserve Accounts...........cccceeeveeveeeennnen. 112
Watch Out for Round-Trip TranSactions ............eceveeeereuieeeriirieeersieeeesreeeessrreeesssssseesssssseesssnnnes 112
Look for Games Being Played with EXPENSes ..........cccvvciiiiiiiiiiiieiiiiie e 113
Check for “Slush-Fund” Reserves and “Rainy Day” Funds and Distorted Estimates..................... 113
Auditors May Wish to Assist Clients in Tightening Operations ...........cccecevveeeereveeeeersvreesssineeesnnns 114
Watch Out for Related-Party TransSactions ...........ccveeevevieeeiiiiieieeiiiiieesiiieeessireeessennreesssssneessnnnnns 115
REVIEW QUESTIONS ... uuvviiiiiieeeeiiiieeee e e e ettt e e e e ettt e e e e e e e e e ttaeeeeeeeeeeeataaeeeeeaaeeeeeassseeeeaaeeeansees 118
REVIEW ATNISWETS.....ceutiieiiiie ettt ettt ettt ettt ettt e ettt e et e e sabe e e sat e e s bt e e sabee e embeeeabteesabeeennteesabeeas 119

il



Table of Contents

Chapter 6 — Lessons From Litigation ...........cccceiiiiiiiiiiini s 121
Learning ODJECIIVES. .. .uieeieuriieeiiiieeeiiteeeeeetieeeestteeessraeeessstaeeeeasssseeessssseeesssseeesssssseesssssseeesssssseessnns 121
G418 (0 Te LT 5 () H OO TUROPSP 121
Common Pitfalls for ACCOUNTANES ........c.eiiiiiiiitiieiiie ettt et e sttt e e e e 122
Top Ten Actions to Minimize the Risk of Being Sued..........cccceoveiiiiiiiiiiiiiiiie e 124

Recommendation: Tightening Up Engagement Letters—Litigation—Friendly Clauses ................ 124
Recommendation: Watch Out for Bad CLEnts..........c.ccoiuiiiiiiiiiiiiiiii e 126
Recommendation: Protect the Privity Defense Against Third Parties.........cccoveeeriieeneeinieeennen. 128
Recommendation: Make Sure You Have a Workpaper Retention Policy ........ccccceevevveeevcieeennnee, 131
Recommendation: Tighten Up WOTKPAPETS.......ccccviieiiiiiieeiiiieeeeiieeecieee e sreee e eieeee e eseaeeeeeees 132
REVIEW QUESTION ... ettt e e ettt e e e e e e ettt e e e e e e e eeettaaeeeeaeeeeseeearseeeeaeeeeaanees 134
REVIEW ATNISWETS.....ceutiieiiiie ittt ettt ettt ettt ettt e et e e sab et e sat e e s b et e ssbee e emtee e bteesabeeennteesabeeas 135

Chapter 7 — Auditing Engagements and Practice ISsues..........ccccooocemnennnnnnnnnnnnnnnnnnnnnnns 137
Learning ODJECLIVES. .. .uieeiuriieeiiiiieeeiiteeeereiiteeeetteeessraeeessssaeeeeasssseeessssseeesssseeesssssseeessssseeesssssseensnns 137
Efficient Engagements—Reduce Time, Make More Money Without Increasing Risk....................... 137

Staffing PrODICIMS ......eiiiiiiiie ettt et e e st eeesbeeeesssbaeeeenntraeeensaaeesnnnraeens 137
Efficiency Auditing Takes the Pressure Off Staffing ISSUes .........ccoocueeriiiiiieiiiiiiieiceeeee, 137
Implementing Efficiency AUItiNgG.......c..eeevriuiiieiriiiie ettt et ee e ee e e eeesereeesenraeesenenes 138
Practice Issues Relating to AUItING.........ccccvveeireiiiieeiiiieieeciiteeeieeeeeieee e s reeessteeeessntreeesssnneeesnnes 143
Engagement Letter.......c..uuiiiiiiiiiiiieee e e e e e e e e e e e et eaaeeean 143
IIIVEIIEOTIES ..ttt ettt ettt et e ettt e sttt e bt e st e e ettt e emt e e ebee e st eeebteesabeeas 144
Confirmation PrOCEAUIES ........cciiuiiiiiiiiiiiieiiee ettt ettt st e et e e eaeee e 149
AUIENG CASN..iiiiiiiiieiiiie ettt e ettt e e s ettt eeeeteeeessbaeeesstaeeesssssaeesanssaeensnsseeennnns 149
Auditing Cash-Basis Financial Statements .............cccvieiriiiieiniiiireeriieeesieeeeereeeseireeesssnneeesnns 151
| T | B ST S TSRS 151
Unusual RepOTting [SSUES........cceioiiiiiiiiiieeiiieiieesiiiee e et ee e ettt e e setteeeessstreeessssreeesssssaeessnnsseessnnsses 153
Issuing Comfort Letters to Client Lenders...........cccvviiviiiieiiiiiiie e cieeeesieeeeeervee e eeraee e e 154
Management Representations—Prior Periods Audited by Predecessor Auditor............ccceevveeneen. 157
Signing and Dating Audit Reports—Naming the City and State of the Auditor...........c.ccceeveeenne 158
REVIEW QUESTION .....uiiiiiiiiie ettt e e ettt e e e e e e ettt e e e e e e e eeettaaaeeeaeeeesaeeasseeeeaeeeeannees 159
REVIEW ATNISWETS. ... utiieiiiie ittt ettt ettt et ettt e ettt e et e sttt e sat e e s bt e e ssbeeeembeeenteesabeeennteesnbeeas 161

Chapter 8 — Special Audit Engagement Considerations..............ccccoeccmmmnnnnnnnnnnnnnnnnnnnnnnnns 163
Learning ODJECIIVES. .. .uieiiuriieeiiieeeeiiteeeereitteeeetteeessrteeessssaeeeeesssseeessssseeesssseeesssssseeessssseeesssssseensnns 163
Communicating Internal Control Related Matters Identified—AU-C 265........cccccceeiiiiiiiiinieeenieenns 163

What Are the RUIES?.....coiiiiiiiieie ettt e et e e 163
DIETINTEIONS. -ttt ettt ettt e eb e et e ettt e st e e bt e sab e e e e abe e e emteeebeeesabeeeabaeesabeeas 163
Examples of Types 0f DEfICIENCIES ......uvvviiiriiiieiiiiieeerciiiie et e et eeesree e s ereeeeseraeesensraeessnnnes 164
Existence of Compensating CONtIOlS...........ccviieireiiieiriiiiieeriieeeeieeeeereeeseerreeeesereeesesraeessenes 165
Communication of Other Deficiencies in Internal Control to Management ................cccccvveeennnen... 167
No Material Weakness COMMUNICAIONS. ....ccouuieiiereiiieriieeniiteerieeeniteesbeeesiteesbeeesieeesteeenaeee s 167
Watch Out for the DOL and Audits of Employee Benefit Plans............cccccooveiiiiiiiiiiiiiiniiee e, 169
DOL Report: Assessing the Quality of Employee Benefit Plan Audits..........cccocceeviiiinieiiniecennen. 171
Why Do Individuals Cheat and Commit Fraud? ..........ccccccoeeiiiiiriiiiiei e 173
The RemOTSE FACLOT.......cciiiiiiiiiiiiiee et ettt ettt e st et e e 174
Signing at the Beginning of a Document—Decreasing Dishonest Self Reports...........ccocceeevieennncenes 175
Study—Impact on Honesty Based on Document Location of Signature...........cc.ccceeveeerieeeineennne 175
Auditing Standards Board (ASB) AZenda...........cccuiiiiiiiiiiiiiiiiiie ettt s 181
PCAOB and SEC Approve Naming Engagement Partners in Audit Engagements .............ccccceeennee.. 182
REVIEW QUESTIONS ... uuvviiiiiieeeeiiiieeee e e e ettt e e e e ettt e e e e e e e e e ttaeeeeeeeeeeeataaeeeeeaaeeeeeassseeeeaaeeeansees 183
REVIEW ATNISWETS.....ceutiieiiiie ettt ettt ettt ettt ettt e ettt e et e e sabe e e sat e e s bt e e sabee e embeeeabteesabeeennteesabeeas 185

il



Table of Contents

Chapter 9 — Summary of Recent Auditing Standards—SAS Nos. 142 — 145.....................
Learning ODJECIIVES. .. .uieeieuriieeiiiieeeiiteeeeeetieeeestteeessraeeessstaeeeeasssseeessssseeesssseeesssssseesssssseeesssssseessnns
Recent Auditing Standards..............eoecuiiieiroiieeeeiie ettt ee et e e e et e e e sre e e s snbaeessebreaesenrraeeanns
SAS NO. 142: AUt EVIAERCE ........vvveeeieieeeeiiie et eeete e eetete et e e s staee s siraee s setaee s ssbaaeseennaee s

(@10 [=1o1 A< TSP
INETOUCTION .ttt ettt ettt e b e sttt e ettt e st e e bt e e st e e e sbteesaaeees
SCOPE OF SAS NO. 142 1. ittt ettt e e et e e e ettt e e e sabaaeesntsaeessnssaeesessssaeesansseeens
DIETINTHIONS. -ttt ettt ettt sttt et e et e st e e bt e sab e e e s abe e e eateeebeeesabeeebteesabeeas
Requirements 0f SAS INO. 142 ...ttt e e st e e e stb e e e s seraeesensreeesennnnes
SAS No. 143: Auditing Accounting Estimates and Related DisSclOSUFeS ............ccc.coeevuveeeicueeeenennnn.
(010 111 A< TR
INETOAUCTION .ttt ettt e sttt e st e e ettt e st e e bt e e sabeeeanteesaaeees
OVErview OF SAS NO. 143 ettt ettt ettt e et e st e e sae e enneeeeas
Degree of EStimation UNCEITAINLY .......ccvvvierrcuiieeiiiiieeeesiiieeesiieeeessreeessnreeesestseeessssseeesssseeessnssees
Key Concepts Found in SAS NO. 143 ...ttt ettt e e ereeae e eraee s ssraaessnnees
SCOPE OF SAS NO. 143 . ittt ettt e e ettt e e e ttrreeessaraeeesstsaesssnssaeesessssneesansseeens
Requirements 0f SAS INO. 143 .. ..ottt e et e et e e s stbee e s e abaeesennreeesennnnes
SAS No. 144: Amendments to AU-C 501, 540, and 620—Use of Specialists and Use of
Pricing Information Obtained from External Information SOUFCES ................ccvcuveereieiessscunnennns
(010111 A< TR
G418 (0 Ta LT 5 () B OO U PUTS
Requirements 0f SAS INO. 144 .. ...oiiiiiiiie ettt et e et e st e e e stb e e e s saraeesensraeesennnnes
Amendments to AU-C 540, Audit Accounting Estimates and Related Disclosures........................
Amendments to AU-C 620, Using the Work of an Auditor’s Specialist..............cccccoveevevevnciunnennns
SAS No. 145: Understanding the Entity, Its Environment and Assessing Risks of Material
W R 11122 T2 £ P PPPRR
(010 111 A< TR
G418 (0 Ta LT 5 () B OO U PUTS
Requirements 0f SAS INO. 145 ... .ottt et e sttt e e e stb e e e s seraeesensreeesennnnes
Understanding the Entity’s System of Internal Control..............cccooiiiiiiiiiniiiiiiiie e,
Identifying and Assessing the Risks of Material Misstatement ...........coccceevveeenieeniiieenieeenieeeeen.
Evaluating the Audit Evidence Obtained from the Risk Assessment Procedures.............cc.ccc.......
Evaluating Classes of Transactions, Account Balances, and Disclosures That Are Not
Significant but Are Material (The Stand-Back Provision)..........cccceooeeriiiiniiiiniiiiiienicceeee
Revision of RiSK ASSESSIMEIL .....cuuiiiiiiiiiiiiiiiee ettt ettt e st e bt e eeaeeas
Do Tub0 0T 1172 1a (o) s H OO SRS
F N 00153 16 Lo USSR
REVIEW QUESTIONS ... ..uiiiiiiiieeeeiiiieeee e e ettt e e e e ettt e e e e e e e e e ttaeeeeeeeeeeettaaeeeeeaeeeeeeasssseeeaaeeeannnees
REVIEW ANISWETS.....ce ittt ittt ettt ettt ettt et ettt e ettt e a et e s b et e sat e e s bt e e ssbeeeembee e bteesabeeennteesnbeeas

Chapter 10 —- Summary of Recent Auditing Standards— SAS Nos. 146 — 149..................
Learning ODJECIIVES. .. .uieeieuriieeiiiieeeiiteeeeeetieeeestteeessraeeessstaeeeeasssseeessssseeesssseeesssssseesssssseeesssssseessnns
SAS No. 146: Quality Management for an Engagement Conducted in Accordance With GAAS........

ODbJEctiVe OF SAS NO. 146....oiiiiiiiieieiiie ettt et e e e e e e e s treeeestbaeessssaeesessaeeesenseeens
G418 (0 Ta LT 5 () B OO U PUTS
OVEIVIEW OF SAS NO. 140 ...niiiiiiii ettt ettt ettt ettt e st e et eeenatee e
The Firm’s System of Quality Management and the Role of Engagement Teams.................cc.......
The Engagement Partner’s Responsibilities. .......cccviiiiriiiiireiiiiiiee e ee e e
Amendments to Other SASS DY SAS NO. 146 ....cooooiiiiiiiiiiee et eeeee e erre e e e esrree e
SCOPE OF SAS NO. 146 ....iiiiieeiiiie ettt ettt e e st e e et tbbee e s staeeesstbeeessnsseeesesnssaeesansseeens
DIETINTEIONS. -ttt ettt ettt rb et e ettt e st e e bt e e sab e e e eabe e e emteeebeeesabeeenbaeesnbeeas
Requirements 0f SAS INO. 146 .......oiiiiiiiei ettt ettt e e st ee e e stbeeessabaeesennreeesennnnes



Table of Contents

SAS No. 147: Inquiries of the Predecessor Auditor: Fraud-Noncompliance With Laws and
REGUIALIONS ..ottt et e ettt e e ettt e e et e e e atb et e s ansbeeesessssaeesanssaeesanssaeesansseeenanns
ODbJEctiVe OF SAS NO. 147 .ottt ettt ettt e e et e e e e s ttbeeessbaeessnsaeesenssaeeesesseeens
G418 (0 Ta LT 5 () B OO U PUTS
DIETINTEIONS. -ttt ettt ettt e e e et e et e sttt e bt e e sab e e e e bt e e emteeebeeesabeeebaeesnbeeas
Requirements 0f SAS INO. 147 ...ttt ettt e ettt e e e stbeeesssasaeesennseeesennnses

SAS No. 148: Amendment t0 AU-C SeCtiON 935 .....c.uuveiveeriieeiiieiee et eeeitee e eeteee s eieee s eeenaeessereee s
ODbjectiVe OF SAS NO. 148, ..iiiiiiie ettt ettt e e et e e e e s abeeeestbeeeesssaeesenssaeeeeansseeens
G418 (0 Ta LT 5 () B OO U PUTS
General Amendments to AU-C 935 Appendix Arising From SAS No. 142.......ccoviiiiiiinininenn.
General Amendments to AU-C 935 Appendix Arising From SAS No. 145. ...
Oher REVISTOMS .....eeiuiiiiiiie ettt ettt ettt ettt et e sttt e ettt e eetee sttt e sateeebeee e
Requirements 0f SAS INO. 148 ... ..uiiiiiiiie ettt et e e st e e et e e s s araeesensraeesennnnes

SAS No. 149: Special Considerations—Audits of Group Financial Statements (Including the
Work of Component Auditors and Audits of Referred-to AUAILOrS).............cccevueeeveceeieeeiiiieenenennn.
ODbjectiVe OF SAS NO. 149 ..ii ittt et eb e e e st ee s s abeeeseareeesersbaeaesenrneens
G118 (0 Ta LT3 () B OO UTPUPUTS
Requirements and Key Changes Made by SAS NO. 149 .....coooiiiiiiiiiiiiiiie et

REVIEW QUESTIONS ... .uuvviiiiiieeeiiiiie et e e e ettt e e e e ettt e e e e e e e e e e ttaeeeeeeeeeeeataaaeeeeaaeeeeaasssseeeaaeeeaannees

REVIEW ATNISWETS.....ce ittt ettt ettt ettt ettt ettt ettt ettt e et e e s bt e e sat e e s bt e e sabee e embeeenteesabeeennteesabeeas





