Audit Risk Assessment Made Easy

TABLE OF CONTENTS

Introduction .. cerneeenern OO RRURNS 4 |
Part One: Risk Assessment Procedures ......................................... 1
Chapter 1 - Mission Possible: Finding Material Misstatements....o.vwseeersasen 2
Chapter 2 - Client ACCEPIANCe ... evuriverrearireerersereeressensessassenirssasssssssess 10
Chapter 3 - Material Misstatements ........veeeerevscrsorerersinsrsssssssrsssssesss 12
Chapter 4 - Gaining an Understanding of the Entity and Its Environment .. 18
Chapter 5 - Entity-Level Controls..mmmommossinsesnssesesseressssns 22
Chapter 6 - Activity-Level CORrols vcummmerrirmureseessssessssessssssesssssssseses 32
Chapter 7 - WalktHroughs ....uececerevereemerceneresisesseerssessssssssassessssssassass 36
Chapter 8 - Override of COBIOIS .cuvmcuruivermereriscnerensssiscsersesrisssssrssesntensenns 46
Chapter 9 - Okay Guys, Aty Fraud Here? ........ccourevevveeeersvnrnsssossnnsnsinsnses 52
Chapter 10 - Preliminary Analytical Procequres....ueremmrassrvsivmsemsssessoses 60
Chapter 11 - The Close Process...crormemniesrsiessssessissssesnasssssrsressssessssens 68
Chapter 12 - IT s not ET «vuvveeereenenns et bt s e s 72
Part Two: Assessing the Risks of Material Misstatement .........77
Chapter 13 - The Audit Risk MOAeL ..uvvreresrsrereerirevseerssenseninsessesesssssssssess 78
Chapter 14 - Relevant ASSertions ...omenereovmresserssessssmssssesesssssssssess 82
Chapter 15 - IHerent Risk cvceceeeceserecsesenssserssssnssssassssssssessssssssssosssseses 90
Chapter 16 - Control Risk... verrererane s srensissenseressesnessensnraseaysssseras JO
Chapter 17 - Risks ofMatertal MiSSEATEMENT «cveeeecerereerers s srerecnssrenane 104
Part Three: Responses to Risks of Material Misstatement .... 109
Chapter 18 - Audit Strategy and Plan ...o..eccveeeesesessnsnenssessnesssssesaes 110
Chapter 19 - Test 0f Details occcceererenmrcersesnscresseresssssressssessersssssssenes 116
Chapter 20 - Substantive ARGIVHES «.ovvevereessreeercnrircereresesmsessesessessassesanses 120
Chapter 21 - Test 0f COREIOLS cvurureerererseesssrmsieertranirsrsssssssessssassessessssss 130
Chapter 22 - Three Audit Planning Mistakes.v..uomuecesssesssssreesersissarerses 136
CONCIUSION......cr e aaenees 142



