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— ~ Indicate the best answer for each of the following multiple choice

question.

AR FET R

AR 5w

25%

W

(—) The primary purpose of estabhshmg quality
control policies and procedures for deciding
whether to accept a new client is to |
a. Enable the CPA firm to attest to the reliability
of the client. -

b. Satisfy the CPA firm’s duty to the public con-
cerning the acceptance of new clients.

c. Minimize the likelihood of association with
clients whose management lacks integrity.

d. Anticipate before performing any field work
whether an unqualified oplmon can be ex-
pressed .
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(ZZ) Which of the following characteristics most likely
"would heighten an auditor’s concern about the

risk of intentional manipulation of financial

statements? _ -

a. Tumover of senior accounting personnel 1s
low. '

b. Insiders recently purchased addluonal shares
of the entity’s stock.

c. Management places substantial emphams on |
meeting earnings projections. |

d. The rate of change in the entity’s mdustry 1S
slow.

(=) Probability proporuonal to size sampling (PPS),
. is normally used when it is thought that the pop—
ulation contains a
" a. Few understatements.
- b. Large number of understatements.
c. Few overstatements. _
d. Large number ot overstatements.
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(M) An auditor who qualifies an opinion because of

(ﬂ) Which of the following sy.atements 1S cOrrcCt
concerning both an engagement to compile
and an engagement to review a nonpublic enu-

an insufficiency of evidential matter should de-
scribe the limitation in an explanatory para-
graph. The auditor should also refer to the limi-
tauon in the . '

Scope . Opinion - Notes tqt}'w o
paragraph paragraph financial statements
a. Yes No Yes

b. Yes Yes ~ No

c. No Yes No -

d. Yes Yes | Yes

ty’s financial statements?

a. The accountant does not contemplate ob-
taining and documenting an understanding
of internal control.

b. The accountant must be independent 1n fact
and appearance.

c. The accountant expresses no assurance on
the financial statements.

d. The accountant should obtain a written
management representauon letter.
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