ate report for each alternative imawerssssy ==

i assume that
0o ent situations,
AN 3.25 (OBJECTIVES 34, 35, 3-6, 1.7, 3.8) For the following 1ndep€ﬂd

e i o e“gag“:cm' pened in the last few ¥’ eaf?{?"?,g:;ut;:‘l::sti
ores have O £ vl er traftic
4, X plicabr of BoEEY yogurte.zlt a noticeable decline in c'ust:!’n'ﬂbt o ont YogurtLand's
Sopuedan. = ;,xp;nenc used you 10 have substantial dou
s ca
several months that has ¢ % ;
bility to continuc a3 3 i A ed electrical components. During
i fer O pdvanc . in the demand fo
2. Intelligis Electronics is @ manufacturer © ot decrease in the de -

i ket resu e s helagw cost. Management
e et s m'cthhea!r’:a;ow being sold significantly ;’C-“i" Ll ; o 8

H - % SO -
- pmduc‘ts' wf? :he products or to increase the reserve 101 CO3Y
refuses to write-0

i1 Refining Company decided to cha.nge

o gt mont_hs ’(f)':‘ctah:tl;ui:ti)n:hyeegi S;:l]ing business. Managemcn; :)efc‘?sg:lxﬁi

e am:i 8 s}gne::ce tionally risky and could jeopa rdize the ‘succes? ekl

wr e busgles?nl:ss bu‘: there are significant potential rewards. Dtﬁnﬂf1 %

me%-iorejlgifngpc::ion i'n drilling, the company has had three dry wells a

sascs. The facts are adequately disclosed i;: foott;o;:;.m i o 7 H

o sdl:e:lt; dl:arr:csizlt]iof't[%r::ftg; ::s thcis ;Ie]ag:'s income is immate:rial. but the effect
Z'neaﬁr:tureg yearsI:my be highly material. The change is not disclosed in the footnotes.

Marsei i i has operations throughout

illes Fragrance, Inc., is based in New York but has \ :

i Europe.‘l?e»:auft:a users of the audited financial statement are 1ntemaugqal, your audit
firm was engaged to conduct the audit in accordance with U.S. auditing standards
and International Standards on Auditing (ISAs).

6. Circumstances prevent you from being able to observe the counting of inventory at
Brentwood Industries. The inventory amount is material in relation to Brentwood
Industries’ financial statements. But, you were able to perform alternative proce-
dures to support the existence and valuation of the inventory at year-end.

7. Approximately 20% of the audit of Lumberton Farms, Inc., was performed by a dif-

ferent CPA firm, selected by you. You have reviewed their audit files and believe they

did an excellent job on their portion of the audit. Nevertheless, you are unwilling to
take complete responsibility for their work.

Required For each situation, do the following:

a. Identify which of the conditions requiring a deviation from a standard unmodified
opinion audit report is applicable, if any.

b. State the level of materiality as immaterial, material, or highly material. If you cannot de-
cide the level of materiality, state the additional mforman%n Z,weded to mayf: a decision.

c. Given your answers in parts a. and b, state the appropriate audit report from the fol-
lowing altcrpatives (if you have not decided on one lesel of mmfhpt; in pa?: b est:te
the appropriate report for each alternative materiality level); i

(1) Unmodified opinion—standard

&) Unmodyie Soanbeenion aierid bk
nmodified opinion—explanato S * il
paragraph i & 8 Q“ahf‘ed Opinion—scope limitation

(3) Unmodified opinion—nonstandard
s o (7) Adverse*




