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Audit Report: PepsiCo. 
Part I
Introduction 
Audit risk refers to the type of risk which the auditor usually indicates an inappropriate audit statement or opinion when the company’s financial statements such as leader accounts, income statements, balance sheet etcetera are misstated materially. In other words, audit risk is the function of detection risk and material misstatement risk. Thus, audit risk comprises detection risk and material misstatement risk.
Material misstatement risk is a type of audit risk in which financial statements of a company are misstated materially before auditing. It is made of control risk and inherent risk. On the other hand, detection risk is an audit risk which the auditor performs procedures to reduce material misstatement risk to an acceptable level.
How to mitigate risks on my audit?
a. Controls
Control is a method of risk mitigation that helps detect or prevent errors during the auditing process. There are two components of control: detective controls and preventive controls. Detective controls help to detect and identify undesirable events. Examples are movement review; exception reports as well as the actions the company undertakes on the exception. On the other hand, preventive controls assist the auditor in preventing the occurrence of undesirable events. An example is the segregation of duties and user override restrictions.
b. Due diligence 
The due diligence involves conducting thorough investigations before committing to do something strategy or entering into a contract. Therefore, the auditor should conduct due diligence by checking the company's management, corporate social responsibility, environment, and financial practices to reduce audit risks.
Focus accounts or areas for this audit 
a. Revenue recognition 
Revenue recognition involves assessing required disclosure by the management of the company and its impact on the arrangement, form of the financial statements, and their content of the disclosure.
b. Auditing the organization’s accounting estimates
The auditor is required to evaluate the development of accounting estimates of a company; evaluate the reasonableness of the preparation of the accounting estimates by the organization’s management under the situation; and determining if the accounting estimates were developed and presented according to the Generally Acceptable Accounting Principles(GAAP) and disclosed appropriately.
c. Significant usual transactions of the company and related parties 
The auditor is required to evaluate the organization's accounting for, identification of, and disclosure relationships and significant transactions between the organization and other related parties. Therefore, the auditor must obtain adequate significant audit evidence to evaluate if the transactions and relationships between the company and related parties have been disclosed, accounted for, and identified adequately and presented in the organization's financial statements in conformity with GAAP.

Tests and procedures that you would employ based on your company
 	Auditing procedures refer to the methods, techniques, and processes that auditors use to obtain required appropriate audit evidence to help the auditors express their audit opinion and conclude based on the audit objectives. The procedure the auditor will employ include recalculation, inspection, observation, inquiry, and Computer Assisted Audit Technique(CAAT)
Inquiry: inquiry involves asking the company's accountants, managers, and other vital employees questions to evaluate various relevant information. The auditors usually ask about the recording and presentation organization's appropriate financial transaction and business processes to ensure that the firm is doing everything correctly to avoid material misstatements risks. 
Observation: This involves the auditor observing the conditions, procedures, and tasks of a company. The company's management is required to declare that essential notes or documents containing financial records, cost or organizational records are appropriately stored in a secure lockable drawer.
Inspection of evidence involves testing or determining if the company's management performs manual controls consistently and appropriately documented. The auditor is supposed to carry out an assessment of the organization's backup process or methods and determine if it is being done or regularly to avoid risks. Therefore, the auditor should ascertain if all the relevant forms are appropriately filled on time. The inspection of evidence also involves reviewing written records and documents such as system databases, employee manuals, and visitor logs.
Re-performance or recalculation: an auditor employs re-performance when inspection, observation, and inquiry have significantly failed to offer the requisite guarantee or assurance that the company’s risk control operates appropriately and effectively. This technique is crucial in ascertaining if the automated controls the company is using are operating efficiently and effectively.
The Computer Assisted Audit Techniques(CAAT): CAAT is usually utilized to analyze the immense volumes of company’s financial or accounting data, but the auditor can use it in evaluating and analyzing specific transaction such as the organization income statement, retained earnings statement. There is particular software employed in performing CAAT like Apache Hadoop or IBM Analytics.
The sampling techniques that would be utilized for each of the three accounts or areas
a. Revenue recognition 
General ledger: an audit will use the external revenue technique to evaluate and review PepsiCo's general ledger and assess how it records and presents their sales. The revenue recognition audit components include payment method, delivery date, and information concerning the services and goods sold. The auditor may include Pepsi's revenue recognition or accounting manual procedures and policies during the auditing process. Additionally, the auditor must ensure that the organization's revenue details match the actual sales invoice's details. 
Financial statements: the company’s financial statements such as income statement, balance sheet, is used to review their revenue recognition audit. Therefore, the auditor the specific financial statements against the organization's general ledger to ascertain any variations. Also, the review of the company's past accounting period to show and understand revenue trends.
Accounts receivable: the company’s accounts receivables contains the information concerning the outstanding accounts for sales. Pepsi usually offers credit to its clients and allows them to buy goods and service on the account. Therefore, the account receivables as a section of a leger often contain the clients' unsettled details. Hence, an auditor should review these details to ascertain if the matches with the organization's actual sale invoices.
b. Auditing the company’s accounts estimates 
This involves the identification of the circumstances under which the company’s accounting estimates are needed. To evaluate the organization’s accounting estimates the auditor should obtain adequate appropriate evidence to help in providing a reasonable guarantee that: all the firm’s accounting estimates that constitutes the final financial statements have been properly prepared; the accounting estimates of the company are ascertained to be reasonable under the situation, and the accounting estimates are prepared and presented according to GAAP and disclosed adequately. Hence, the auditor should perform procedures to evaluate the organization's management's process to develop its accounting estimates.
c. Significant unusual transactions of the company and related parties 
This involves inquiring the organization's management and accountants to obtain the information concerning significant unusual transactions and the relationship between the company and the related parties. The auditor should inspect the organization's documents like minutes the company’s board of directors and shareholders’ meetings and legal and bank confirmations acquired for audit procedures.
Type(s) of documentation that would be required as audit evidence 
Audit evidence refers to the type of evidence acquired by an auditor during the auditing the company's financial records or statements and recorded the audit working documents. These audit evidence may include the company's returns to the various regulatory authorities; investment records of the company; the register of shareholders; agreements and contracts with the key directors and management; and correspondence from the company's professional advisers and specific invoices.
The levels of assurance that can be provided on audit reports
The levels of assurance that can be provided by the audit reports include limited assurance and reasonable assurance. The reasonable assurance level is where the auditor provides the final audited statements that conform with the Generally Acceptable Accounting Principles(GAAP) and free from material misstatement. A reasonable level of assurance can have realized by going beyond the inquiry and analytical test in financial statement review and conducting verification and search producers. The auditor also reviews the company's tailor audit programmers, international control systems for the potential materially misstatement risks. On the other hand, a limited level of assurance is obtained when the material misstatement risk is reduced to an acceptable level of engagement situations.
The internal controls of a company can impact the overall business.
Internal control refers to a process affected by the company's governance team, plan management, and other key employees and designed to offer a reasonable level of assurance concerning the realization of the set goals in the liability of the organization's financial reporting. The components of internal control include the company’s physical security, organizational design, and policies. The two areas I will focus on are risk assessment and information and communication.
Part II
PepsiCo’s Audit Report
I. Opinion on PepsiCo’s financial statements 
I have audited PepsiCo’s accompanying consolidated income statement for the financial period ended 31 December 2019 and 2018, the related consolidated financial statements of the company are cash flows, balance sheet, and retained earnings statement, and the related accounting estimates and notes for each of the three fiscal years in the year ended 31 December 2019. In my opinion, the company's consolidated balance sheet, income statement, retained earnings, and cash flows present fairly, in all the respect of materiality, PepsiCo's financial position at 31 December 2019 and 2018. Additionally, the organization's cash flows and operations results for 2017, 2018, and 2019 conforms with the United States' Generally Acceptable Accounting Principles(GAAP).
I also audited PepsiCo's internal control risk assessment and financial reporting on 31 December 2019 in conformity with the United States' Public Company Accounting Oversight Board(PCAOB) standards. Based on the company’s report, I expressed unqualified opinion indicating that the information provided by the PepsiCo’s management was satisfactory. 
The basis of my opinion is that PepsiCo's management is responsible for the preparation, presenting and disclosing their financial statements in accordance with the United States’ acceptable accounting principles and applicable law. My responsibility is to express an opinion on the company’s consolidated financial statements based on my audits. 
II. Opinion on PepsiCo’s internal control over the risk assessment and financial reporting 
I conducted an audit on PepsiCo’s internal control elements such as risk assessment and the financial reporting for the period ended 31 December 2019 in accordance with COSO criteria. In my opinion, concerning materiality, PepsiCo maintained appropriate internal control over risk assessment and its financial control in conformity with the COSCO criteria. 
The basis of my opinion is that PepsiCo's management and other key personnel are responsible for maintaining appropriate internal control systems over risk assessments and financial reporting procedures and evaluating the internal control report statements included in the organization's management reports on risk assessment and fiancé reporting. My role is to express and opinion PepsiCo's financial reporting procedures, presentation, and disclosure based on my audits. Additionally, the auditing confirmed with the PCAOB standards. The PCAOB standards need the auditor to adequately plan and conduct the audit to realize the reasonable level of assurance concerning the organization’s appropriate internal control system over its risk assessment and financial reporting prepared and maintained in respect to materiality. 
The process that you will utilize to formulate your audit opinion
The audit opinion is formulated based on PepsiCo's records and procedures to generate its financial statements. It delivers an opinion to determine if there are material misstatements in the organization’s financial statements. The unqualified opinion indicates that the company’s consolidated financial statements such as income statements, cash flows, balance sheets, and retained earnings statement are free from material misstatements risks. On the other hand, the auditor provided qualified audit opinion in the circumstances and under which the organization's financial statements are not prepared, presented or disclosed following the United States' Generally Acceptable Accounting Principles(GAAP).
The methodology that you would employ if misstatements are discovered
If the material misstatements are discovered, the auditor will communicate with the appropriate managers of the company. This is crucial because it allows the company's management to assess if the items with material misstatements and correct them.
The common ethical issues that you could encounter during an audit
The ethical issues that I may encounter during an audit include: misuse of the materials, avoid familiarity, avoid customer pitfalls, and advocacy, and inadequate disclosure of the company’s crucial information. 
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