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Audit case assignment
Q1 Research, cite and summarize (in one or two sentences per standard identified) the audit standards that address Garcia and Forster, CPAs responsibility in relation to sending accounts receivable confirmations. Identify the most relevant paragraph(s) in each standard.
AS 1105 Audit Evidence
.02 Audit evidence refers to all information regardless of whether it obtained from the audit procedures or even other sources, and which the auditor employs to come to a conclusion on which the auditor’s opinion is based. 
.04 suggests that the auditor must plan as well as perform the audit procedures to acquire appropriate audit evidence which is necessary to come up with a reasonable basis for his or her opinion. 
AS 1215: Audit Confirmation
.03 outlines that the audit documentation is often reviewed by members of the engagement team carrying out the work as well as other parties may review it. 
.12 The auditor is required to document significant findings or issues, actions that are taken to address them and may incorporate additional evidence acquired as well as the conclusions attained in connection with the engagement. 
AS 2310: The confirmation process
.05 The auditor is mandated to use the audit assessment when determining the audit procedures that need to be applied.
.06 states that the confirmation is carried out to acquire the evidence obtained from third parties regarding the financial statement assertions that the management made. 

In this section, the accounts receivable implies -a. The firm’s claim against its clients that occurs as a result of selling goods and credit to the customers in the course of operating the business. b. the financial institutions loans.  The confirmations of the institutions’ accounts receivable are normally accepted through the auditing procedures. Paragraph .06 presumes that all evidence acquired from the third parties shall offer an auditor a higher quality evidence as compared to when obtained form the organizations entity. 

Q2 Review the accounts receivable and sales narrative walkthrough (AR.1.1) and review the accounts receivable and corporate sales flow chart (A.R. 1.2) to identify all the internal control weaknesses for the accounts receivable and sales processes. Provide one or two sentences on why each item identified is a weakness. This question related to step 2 of the Garcia and Foster Audit plan.
Some of the internal weaknesses in the sales and accounts receivable processes area
1. In accordance with Accounts receivable (A 1.1) that suggests that ““If Lisa does not receive a purchase order by the next business day, she will send the customer a copy of the Alpine Sales Order.” It is an internal control weakness and Lisa ought not send a copy for customer but rather confirm the Purchase order (POP) at fist.
2. In the AR 1.1, “Prior to accepting a new client for credit, Lisa Mercer will review the client’s creditworthiness through discussion with the client on the company’s ability to pay on a timely basis”. This it is an internal weakness since Lisa ought to seek the client financial report and anu other accounting report in the company would need to evaluate the company’s ability to pay. 
3. “Lisa Mercer prepares each corporate sales order; she will review the customer’s creditworthiness based on the company’s past history of payments.” It is a weakness since Lisa does a lot of work solely by herself. There is need for separation of duties such that the employee creating PO is not the one reviewing the client’s creditworthiness. 
4. “Lisa stated that she has increased corporate sales for 3 years in a row.” This is an internal control weakness because Lisa, a corporate sales representative, can create other sales or even make adjustments of sales by herself.  Therefore, there is need for separation of duties. 

Q3 Based on your review of the accounts receivable test of controls procedures (work papers A.R.2.1 to A.R. 2.4), you believe that there were some issues with the audit work performed. Review in detail the auditing procedures from the audit program and the related documentation. Pay attention to their implementation of the attribute sampling procedures- their sample selection process and evaluation of the results. Identify any of the following issues:
a. Did they perform all the steps associated with the audit program?
No. All the steps associated with the audit program were not undertaken. Form AR2-A it indicates that select a random sample of recorded sales from the sales journal to test internal controls over the accounts receivable as well as the sales processes. This contradicts the memo which said reperformed the company’s internal control over the sales process while ignoring the accounts receivable process.  In the AR -2 B it alludes that reperform the client internal control procedures via making a comparison of the quantity, price as well as the dates as per the customer purchase orders. It is a sharp contrast with the memo which indicates that Lisa would make a comparison on the quantity as well as prices on all of the documents. Lisa fails to make a comparison on the dates on the customer purchase orders. 
b. Did they perform the steps accurately? If not, specifically state the nature of the problem and follow it up on it to the extent possible with the information given.
No. The did not perform the steps accurately. Page 104, the introduction allude that the sample size will be 88 individual sales and 2 allowable deviations.  However, in the determination of the sample size (page 105) it indicated that they found no deviations in the documentations. Therefore, on the workpaper P 106 to 107 in the Alpine cupcakes sales Journal: sample selected should all Tick marked. There exist three samples that lack evidence of Tick mark or Notes. 2. On page 113 and 124 there are both lost one shipped information and which was issued on Note 1 indicating that the issue is already sorted out. However, there is inadequate evidence to support that all documents regarding the samples were correct as well as fixed. Therefore, the auditor should make sure that the issue is fixed with more banking evidence.

c. Do you see any issues or problems with the auditor’s work or client documentation? 
On page 121, the sale date was issued on the sales order were incorrect. This need to be the same with call date that is 2/1/20x2. On page 114 as well as 125, both do not have the date paid and amount paid. On page 129, Alpine Cupcakes, Inc. shopping report date is incorrect as it needs to be same date with which the date indicted in the product invoice 2/24/20X2, 2/27/20X2.
This question related to step 4 of the Garcia a Foster Audit Plan
 
Q4. Review the accounts receivable, lead sheet memo and related workpapers (AR.3.1 to AR.3.4). Evaluate the auditors tick marks, comments and explanations on the memo and on the lead sheet. Identify any of the following issues
a. Did they perform all of the steps associated with the AR.3 audit procedures?
Yes. The Garcia and Foster Audit team carried out all the necessary steps associated with the account’s receivables, lead sheet memo and related papers. They carried pout their account’s roles effectively ensuring all the records of accounts receivables were analyzed effectively. The Cupcakes had all the necessary documents to ensure the accounts receivables were in line with the required accounting standards.  
b. Did they perform the steps accurately? If not specifically state the nature of the problem and follow up on it to the extend possible with the information given
Yes, the auditors conducted the accounting audit steps accurately. They obtained all the necessary documents in regards to the accounts receivables to ensure the audit process was effective. The internal control measures of the Alpine Cupcake were effectively carried out and was established no flaws on the account receivables hence free from fraud. 
c. Do you see any other issues or problems with the auditors work or the client documentation?

The information presented regarding the audit work did not present any issues in regard to the audit process. The auditors tick marks, comments and explanations matched the memo and the lead sheet. 
This question relates to step 4 of the Garcia and Foster Audit Plan

Q5 You are also concerned about the adequacy of the substantive audit work done by Garcia and foster. You decide to carefully review the substantive testing performed on the aged accounts receivable summary (AR 4.1 to AR 4.5) accounts receivable confirmations testing (AR 5.1 to AR 5.8), sales cutoff testing (AR 6.1 to AR 6.7) and the testing of the allowance for uncollectible accounts (AR7.1)
Identify the following issues 
a. Did they perform all of the steps associated with the audit program?
Yes, the Garcia and Foster Audit team did all the necessary steps that are associated with testing for the company’s uncollectible accounts. 
b. Did they perform the steps accurately? If no, specifically state the nature of the problems and follow up on it to the extent possible with the information given
Yes, the audit steps were done correctly. The Garcia and Foster audit team began through started by obtaining the necessity records that were needed to facilitate the audit process. After that they reviewed the records carefully and it was no found that no fraud associated with the client’s records. 
c. Did you see any other issues or problems with the auditor’s work or the client’s documentation?
The information presented about the audit process did not have any issues with the audit work. The auditors carried their roles as per the audit standards. They did this via carefully analyzing the Cupcake internal control processes which were well stated. They also carried the audit process as per the timelines. 

This question relates to step 4 of the Garcia and Foster Audit plan.
Q6 After answering the above questions, write a professional memo to the audit engagement partner (Anna Garcia) summarizing your findings to questions 2, 3, 4, and 5. The memo should be 1 page or less single spaced).
a. Identify the areas of the audit that need improvement
b. Provide the feedback on ways to improve their audit of the accounts and sales accounts
c. Use constructive criticism. Remember that the purpose of Garcia and Foster’s interval inspection program is not punitive. Rather, the goal of the program is to improve the quality of the firm’s audit work. 















Memorandum
To: peer Review File of the Alpine Cupcakes Inc. Audit for the year ending 31st December 2019
From 
Date 24th April 2020
RE: Accounts receivable and Sales Module Review
Evaluating the Accounts Receivable Lead Sheet Memo and related work papers 
While evaluating if all of the steps associated with Audit program where AR 2 audit procedures was carried out. We discovered a contrast where in the random sample of recorded sales and memo which required that a reperformed the company internal control over the sales process while ignoring the accounts receivable process. This contradicts the memo which said reperformed the company’s internal control over the sales process while ignoring the accounts receivable process.  In the AR -2 B it alludes that reperform the client internal control procedures via making a comparison of the quantity, price as well as the dates as per the customer purchase orders. It is a sharp contrast with the memo which indicates that Lisa would make a comparison on the quantity as well as prices on all of the documents. Lisa fails to make a comparison on the dates on the customer purchase orders. 
Conclusion
While we did not come across any major problems with the work of the auditors that would jeopardize the opinion, some mistakes need to have been identified. The auditors should closely follow the audit program very keenly in the future. 

