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Potential Risk Factors Facing Walmart
Walmart’s income statement is affected by potential risk factors and compliance issues with the GAAP. The income statement shows that sales increased from 2019 to 2020, with a 2.90% and 1.86% sales growth respectively. The gross income growth was positive although there was a decline from 2.05% in 2019 to 0.20% in 2020. The net income growth increased significantly from -32.37% in 2019 to 123.10% in 2020 (Wall Street Journal). There was a positive growth income growth from 2016 to 2020. The company’s income statement shows that there is a positive trend in net sales and revenues. There was an irregular trend in the SGA growth between 2016 to 2020, implying that there was irregular expenditure. Another area where there are irregular changes is the unusual expenses. There were dips in the non-operating income between 2016 to 2019. These jumps and dips should be investigated to improve the business. The risk factors associated with these jumps and dips are discussed below. 
i. Treatment of the cashflow. GAAP principles dictate that companies should have existing records of income on the accrual basis. Revenues and expenses in the company should first be earned before recognition. This approach will ensure that revenues and expenses are not recognized after paying liabilities or receiving cash. 
ii. Material misstatements is another risk factor that affects the income statement. The financial information in the statement should be prepared using the accepted accounting policies. Using accepted policies will ensure that decision-making of the public is effective. 
iii. Management of revenues from different sources is another risk factor in Walmart. It is essential for the company to recognize revenue allocated for different obligations. 
Walmart faces risk factors and compliance issues with GAAP in the balance sheet. Major risks in organizations are associated with revenues and cash handling. Generation of cash and expenditure cause majority of fraud cases in companies. Cash fraud is a risk factor because petty cash in companies is the most misused liquid cash. This risk can be addressed by setting a limit on the cash that the business should have in circulation at any given moment. Revenue records can be easily manipulated, leading to inflation of sales, filing of low amounts of invoices. This risk can be alleviated by taking into account daily revenues and ensuring that they are consistent with annual records. 
Walmart should document a couple of risks, including procedural, systemic, and compliance risks. Procedural risks are those that the company can face because of failing to comply with the set procedures designed to protect the assets of the organization. Systemic risks are those that arise from the presence of ineffective internal controls. These risks can affect the competitive advantages of a firm, expose the firm to hackers, and manipulation of information. Compliance risks are those that are linked to failure to adhere to international standards addressing accounting and financial information. 
Compared to the previous data, it can be identified that Walmart has improved significantly in the last five years. In 2016, the company had $199581 million in assets. This value increased to $219295 million in 2019 and $236495 million in 2020. The company’s debt to equity ratio has remained consistent over the past ten years. The ratio was 1.92 in July 2020. Short-term borrowings decreased from $5225 million in 2019 to $575 million in 2020. Long-term debt due within a year increased significantly from $1876 million in 2019 to $5362 million in 2020. Although Walmart portrays an excellent performance, it is important to put into consideration the identified risks. 
The population for this audit was sales, current and non-current assets, long-term debt, and expenses. These values were selected because they are included in the high-risk transactions. The sampling technique used in this case is based on the level of risk associated with the transaction. This approach will ensure that there is no under or over-auditing. Based on the population, the most preferable audit testing procedures are examination, inquiry, and observation. 
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