Week 1 Team B

ACC/MA490 Anditing

The s PA has established five mlements of qualy comtral.
List=d be=kosey sre= spacfic paolicies snd procedures adopted by the OPafirm of Bsiky, Browsn S Coc:

1 Pericdic evaluztions are made of personnal.

2 OripoinE sUpEny shon i zren 1o less evpenienced personnel.

3 an eoperienced OP& is d=sipreted 25 = public utility imdustry = pert

& Rules on ind=pendence sre communicat=d to the professiorel st=fF.

5 The scope and conb=nt of the firm's inspection program ars defired.

& all mevy mmialoemies must b= coll=p= radustes.

7 Copies of Stateaments on Auditng Standards sre prosdded forall professiong] =65,
2 & partner sssipres personned oo e nEsmements.

F &l mevy dhients must be soba=nt gt the time the &nrap=ment i scoepted.



Independence, Integrity, and Objectvity
Personnel Management

Arceptance and Continuance of Clients and Engagements

Engagement Performance
Monitoring
Policy/FroEdur] A QuaserLonirol Dement B PUrpOs= OF Policy ProCEcUre C Ajdronal FrocEgwre

Aporopnate sEsessmens e provided o
peromnel for professional growth

1 1 Monitorng mezsures. Independentz, Intemnty, and Dbyectivsy
Supervised jobe are assgned o personnel

A 7 Engzgement Ferfomance aoording to his or her expenence. Different Momsorng
An Audrormust hiaee the expenence

A 3 Personnel Menagement needed to perform proficenthy. Momsring
&n audrtoris aware of Independence of

4 & Independence, nsegnty, and Objectmty dients when performing stest seraces. | Accentance & Consinuance of Clients & Engzgement
iofter prach &l assurnce that the sudrtor
will recognize only engasements itoan
perform with the appropnate professional

1 5 |acreotsnce & Continuance of Clients & Engagemen] capanility Engagement Performanie

#n auditor must kave the suffi oent
d b Personnel Management training and expertise required, for the task. Independence, ey, and Objectivty
Anaudtor pertorms al professonal
resporsibilies with inteznsy and uphiolds
obqectvry while performingbisor her

1 7 Personnel Mansgement responsibdlities: Off erent Booeptance & Concnuance of Clients & Engagemen:
Guarzntee that personnel seed aovice rom
otherswhao have complese Inowledze and
suthornty when aooroprete in s well-omed

B B |arectsne & continuane of dients & Engagemen) maznner. Oiferent Momsoring

1. Otterassstance with 2 percepbon o
the dient rerarding the drarsder, osaty,
and restnctions of the seraces o be
A 7 |hoeptEne b oondmene of dlients & Engagemeny performed. Momsorng

FART ONE
A)

No. Peters is unlikely to prevail The facts do not show liability of the sale of the
registered securities and the liability for the reporis filed with the SEC. The stock ransaction

involved interstate commerce due to this reason peters claim may be based on Section 17 of the



Securities Act of 1933 and Rule 10B-5 under the Securities Exchange Act of 1934 When it
come to the cases he will have to show fraud on the part of Doe or a scheme that is in

connection of the sale of security under the 1933 act.

Dioe was indeed negligent, the United States Supreme Court, in the Hochfelder case,
held that a violation of Rule 10B-5 requires knowledge of any wrong doing; this is something
oreater than negligence. Unless the viclation of GAAS involves intent, or negligence, Doe
would not be held in violation of Rule 10B-5. Peters can make a claim against Doe for
violation of Section 17 of the 1933 Securities Act. The Supreme Court, in the Aaron case, held
no knowledge of wrong doing which is required in one Section 17 cases brought by the SEC,
but it appears that private actions, such as the one by Peters, would be subject to provisions

similar to those in Rule 10B-5.

B)
No. Peters state common law action will not help him win either. Common law, privity
is required before an accountant can be held liable for nsers of the financial statements, outside

of frand. Doe was not in privacy of contract with Peters, also this does not show that Doe was

aware that Peters would use the financial statements.

Part II

Yes.



