Chapter 5

True or False

1.
T
 6.
F
11.
F
16.
T
21.
T


2.
T
 7.
T
12.
F
17.
F
22.
T

3.
F
 8.
F
13.
T
18.
F
23.
F

4.
F
 9.
F
14.
F
19.
F 
24.
F

5.
T
10.
T
15.
F
20.
F
25.
F

Completion Statements

	1
sufficient 

2.
inversely

3.
inherent; control    

4.
Tests of controls: substantive procedures
5.
analytical procedures  

6.
confirmation                         

7.
competence; assumptions  

8.
  representation letter


	9.
standards of field work

10. working trial balance

11. lead schedules

12. permanent file

13. adjusting entries

14. changes

15. tick marks




Multiple Choice
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13.
d
16.     a


2.
b
5.
c
8.
b
11.
a
14.
b

3.
b
6.
c
9.
a
12.
a
15.
b

Solutions to Exercises

1.

1.
g
5.        f




2.
d
6.        c



3.
b
7.        e



4.
a

2.
a.
Analytical procedures are evaluations of financial information made by study of expected relationships between financial and nonfinancial data.


b.
In planning analytical procedures can:



(1)
provide a better understanding of the client's business, and



(2)      identify balances that are more likely to contain material misstatements.
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Chapter 6

True or False
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Completion Statements

1.
audit committee; employees; officers

2.
fraudulent financial reporting; misappropriation of assets.  

3.
inherent risk; control risk; detection risk 

4.
audit plan; audit program; time budget

5.
tests of controls; substantive procedures (tests)

6.
interim date; risk  

7.
direct confirmation; vouching

8.
substantive; evidence

9.
representations; management

10.
cutoff

Multiple Choice

1.
b
4.
a
7.
c
10.
d
13.
b
16.
a

2.
d
5.
a
8.
c
11.
d
14.
b

3.
c
6.
d
9.
d
12.
c
15.
d

Solutions to Exercises

1.      a.
B

         b.
D

         c.
E

         d.
A

2.     a.
A, B, D

        b.
A, C, D

        c.
E
        d.
A, B, D

        e.
C
CHAPTER 7

True or False
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Completion Statements




Multiple Choice
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d
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a
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d
16.
d

2.
b
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a
8.
b
11.
c
14.
d
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d
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c
9.
c
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d
15.
a

Solutions to Exercises

1.
Characteristics of a company's control environment (only four required):


a.
integrity and ethical values


b.
commitment to competence


c.
board of directors or audit committee


d.
management philosophy and operating style


e.
organizational structure


f.
human resource policies and procedures


g.
assignment of authority and responsibility

2.
a.
Internal control questionnaire—a series of inquiries about the internal control structure; no answers generally indicate weaknesses.


b.
Internal control flowchart—a diagram symbolic representation of a system or series of procedures.


c.
Walk-through of the system—tracing one or more transactions through a system to verify the understanding of the system.


d.
Management letter—a letter to management from the auditors communicating suggestions for improvements in the client's internal control structure.
