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fn3 The responsibilities and functions of the independent auditor are also applicable to financial statements presented in
conformity with a comprehensive basis of accounting other than generally accepted accounting principles; references in
this section to financial statements presented in conformity with generally accepted accounting.

This paper explores the efforts of the audit profession to dominate definitions of their roles and responsibilities
throughout the last two decades. The paper considers alternative definitions of these roles and responsibilities
as forwarded by others and the justifications and defenses provided by auditors to legitimize their conceptions
of these matters. Although the profession has benefitted greatly from legislated requirements for annual audits,
it has also fought forcefully to dominate the definitions of its tasks, roles, and responsibilitiesâ€”to perform
audits as it sees fit. In developing and maintaining a particular position relative to their responsibilities in
conducting financial audits, auditors have attempted to tell the public whom they serve as well as the types of
tasks that the public may reasonably expect the profession to undertake. This insistence upon a self-definition
of tasks, roles and responsibilities should not be surprising. With the passage of the securities acts and
licensing statutes by individual states, auditors have demarcated the attestation of financial statements as an
element of their professional jurisdiction. Through such demarcations, professions attempt to gain legitimate
control over particular kinds of work [Abbott, ]. They claim the right to perform work within their jurisdiction
as they deem appropriate and also to dominate public definitions of their professional tasks. In effect,
professions are asking the public to trust that they know best how to define their professional roles and
responsibilities and how to accomplish their professional tasks. Carmen Blough [, p. No detailed recital that I
might make of the auditing procedures followed would tell you enough to make it worth your while to read
them. If you cannot trust me, you had best not depend upon my certificate, but if you can bring yourself to the
frame of mind where you believe I will do what an honest, capable and independent public accountant should
do, then you may rely upon it. In other words, an obligation is imposed upon a profession to do what it says it
will do. For some professions, this obligation is perhaps difficult to monitor. For example, do lawyers actually
serve the needs of justice, their primary jurisdictional claim [Abbott, ]. Audits are seen to fail. Indeed, the
history of auditing might be interpreted by some as a history of auditing failures [Power, ]. But when is an
audit to be described as a failure, and when do such failures suggest weaknesses in auditing practices or
failures by the auditing profession more generally? Are sudden and unexpected corporate bankruptcies
evidence of an audit failure? What of the failure to detect material fraud? When may audits described as failed
be interpreted to imply the roles and responsibilities of auditors should be redefined? The answers to these
questions no doubt depend upon to whom they are addressed. The significances or meanings to be attached to
an audit opinion, the only visible sign that audit work has been performed, remain ambiguous. Yet, they carry
significantly different implications for the roles and responsibilities of the auditor. If it implies only that no
fraud was detected, then the auditor may not be seen as responsible for searching for fraud. If the report is
interpreted to imply that a company will continue to exist, then the auditor must assess its future viability
before issuing a report. This gap has been explored in the accounting literature. For example, Humphrey et al.
Hooks [] has considered efforts to match public concerns with auditor actions, and suggested that the
profession may benefit from public ignorance. In this paper, I hope to make a modest contribution to this
literature by examining the efforts of the U. In part, this tension has arisen from the particular cultural values
[Abbott, ] with which auditors have aligned their work. The next section briefly considers some of these
values in an historical context and the justifications employed by auditors to legitimize their work. It also
outlines the ways that auditors defined their professional tasks during the s. In the subsequent sections, I
consider the challenges that have been posed to these definitions and the responses of auditors to these
challenges, from the s to the s. The final section contains some concluding observations. In the s, auditors
described their role as one of enhancing the credibility of financial information and furthering the operations
of an effective capital market [Carmichael, ]. This claim bears a striking resemblance to those made in the s
regarding the necessity for enhanced financial disclosure by corporations. Prior to the s, corporations were
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required neither to submit annual reports to government agencies or shareholders nor to have such reports
audited. During the economic depression, corporate secrecy was increasingly seen as a threat to the
functioning of capitalism undermining the legitimacy of the securities industry [McCraw, ]. Regaining
investor confidence was deemed essential to the economic recovery of the U. Rayburn, quoted in McCraw, , p.
The Securities and Exchange Act extended these disclosure requirements to encompass all publicly traded
companies and established the Securities and Exchange Commission. The New Deal legislation also required
that the disclosures and reports submitted by corporations be audited. Carter during Congressional hearings on
the Securities Act, quoted in Carey, , p. Through enhanced disclosure, audit, and other practices, confidence
and trust were to be restored in the operations of 2Also see Ripley [] and Robbins []. This function was loosely
linked to various audit practices including the review and testing of company records and the procedures and
controls used to assemble financial information, approval of the use of various accounting principles, and
examination of financial statements to ensure they contained no material misstatements, omissions, or
misleading presentations of data [Silverman, ]. The audit profession did not accept responsibility for the
preparation of financial statements. Instead, these statements were declared to be the representations of
management and the responsibility of management [Mautz and Sharaf, ]. While such ambiguity serves to
suggest the expertise and knowledge required to conduct an audit properly through the exercise of professional
judgment [Power, ], it also increases the possibility of multiple and conflicting interpretations of these terms as
well as multiple and conflicting assessments as to whether auditors had accomplished these ends in specific
instances. What obligations did the profession maintain were undertaken by auditors? With fraud, revenues
and assets might be overstated or expenses and liabilities understated. According to the professional literature
of the time, auditors were responsible for detecting fraud only when such detection could occur through the
application of generally accepted auditing standards GAAS [Holdren, ; Carmichael, ; Kapnick, ]. Indeed,
audits were assumed to be performed in a corporate environment of honesty and integrity [Solomon and
Muller, ] and auditors were not required to presume that fraud had occurred while conducting an audit
[Kapnick, ]. Through such arguments, auditors were also aligning their work with notions of efficiency. From
this perspective, if auditors properly applied GAAS in an engagement but failed to detect fraud, then no audit
failure had occurred even though the financial statements might contain errors. The audit profession thus
limited its definition of an audit failure to include only those cases in which an auditor failed to apply GAAS.
In doing so, it maintained that auditor performance and their roles and responsibilities were to be assessed
only by reference to the rules and guidelines established by the profession. Auditors were to be evaluated on
their own terms rather than by reference to the roles and responsibilities that nonauditors might believe should
guide the conduct of an audit. Even as it continued to call upon broader cultural values such as the credibility
of financial statements to justify and legitimate the usefulness of an audit, the profession also attempted to
control and define the terms used to assess whether these values had been achieved. Furthermore, with its
limited definition of an audit failure, the profession was apparently attempting to equate the performance of an
audit in accordance with GAAS as sufficient evidence that the cultural value of credible financial statements
had been achieved [Abbott, ]. If audited, financial statements were to be seen as credible. The profession was
attempting to preclude public discussions of the meanings and significances to be assigned to the audit and,
instead, sought to define those terms seen to provide the audit process with value in ways desired by the
profession, and thereby to control the significance of work performed within its jurisdiction. Some
commentators suggested that if audits could fail to detect a fraud of the magnitude of Equity Funding, then as
currently conducted they might have little value [Wall Street Journal, July 12, ; Hershman, ]. The Equity
Funding scandal was seen to place intense pressure upon auditors to accept a duty to detect fraud [Wall Street
Journal, January 8, ]. In referring to several major cases of substantial management fraud, one SEC
commissioner commented: In most of these cases, the fraud was one which was designed to present a
misleading picture of results through transactions with related parties or through outright fictitious
transactionsâ€¦If the accounting profession adopts the view that auditors should never be responsible for
detecting management fraud, there is little likelihood that increased imposition of the truly onerous and unfair
burdens on the accounting profession can be prevented. Standards can best be promulgated by the profession
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and can serve to allay fears that auditors will become insurers against all forms of management fraud, however
carefully concealed [News Report, Journal of Accountancy, a, pp. He urged the profession to accept
responsibility for fraud detection [New York Times, October 17, ] as did the Commission more generally:
Although accounting writers indicated an awareness of criticisms that auditors were not adequately
independent of corporate clients, that accounting results disclosed too little, and that financial statements were
too complex [e. While auditors insisted they could enhance the credibility of financial reporting without
actively searching for fraud, the public appeared to disagree with this position and apparently expected that
significant or material fraud would be detected by an audit. Further, Baron et al. With the exception of
auditors, the survey respondents also indicated a preference for extending auditor responsibilities with respect
to the detection of deliberate material falsifications of financial statements. This difference in definition called
into question the propriety of the practices both followed and defined by auditors in conducting audits. The
controversy surrounding Equity Funding and other corporate failures as well as questions about the
independence of auditors suggested that the profession had not succeeded in equating the performance of an
audit in accordance with GAAS as sufficient evidence that credible financial reporting had been produced.
These corporate failures highlighted differences between the ways in which the auditing profession linked the
audit to credible financial reporting and how the public interpreted this linkage. The profession interpreted
these criticisms as indicative of a failure by the public to understand the roles and responsibilities which it had
defined. The public was described as misinformed about the services customarily performed by CPAs
[Solomon et al. These differences between public interpretations and auditor interpretations of how an audit
was to intersect with the production of credible financial statements were construed by auditors as indicative
of a need to educate the public. A properly educated public would accept that audits could enhance the
credibility of financial statements without serving as guarantees of the accuracy of financial statements
[Hershman, ], In emphasizing the necessity for educating the public, the profession attempted to avoid
reassessing its own definitions of its roles and responsibilities. Instead, confronted with these differences and
interpretations, the audit profession renewed its efforts to dominate the signficances to be assigned to its roles
and responsibilities and to persuade the public to accept the value of an audit as defined by auditors. In
particular, the profession sought to manage impressions, emphasized better communication by auditors, called
upon other cultural values to justify its position, and outlined expertise and its limits. Through various means,
the AICPA attempted to manage public impressions about the roles and responsibilities of the audit
profession. Although some individuals claimed that no lessons could be learned from such a poorly conducted
audit engagement, others suggested that the fraud was possible because Equity Funding employees had
exploited blind spots and crevices in existing audit practices [Wall Street Journal, January 8, ;Tipgos, ]. This
AICPA special committee later concluded that the Equity Funding fraud could have been detected using
existing auditing standards and that the professional position with respect to its responsibility to detect fraud
was sound [Wall Street Journal, June 5, ; Olsen, ]. Even so, the committee urged that the standards relating to
fraud detection be restated in more positive terms to avoid public misunderstandings of the audit and to
reemphasize that audits might detect fraud but were not specifically designed to do so [Olsen, ]. The
committee in this way reasserted the position of the profession with respect to fraud detection and maintained
that the audit purposes as previously articulated were sound. The problem confronting the profession was thus
seen as one of educating the public about the proper role of the auditor rather than a reconsideration of this
role. As part of its efforts at impression management, the AICPA later pointed to the formation of the Cohen
8The Commission was to explore mechanisms for developing auditing standards, possible alterations to the
standard audit report, and whether auditors should monitor all financial information released to the public.
Commission as evidence that it was taking the steps necessary to police itself: Apparently, the formation of the
Commission rather than any changes resulting from its possible recommendations was to be seen as sufficient
evidence of auditor concerns about discrepancies between public and auditor interpretations of how to define
auditor tasks and responsibilities. However, this failure was now explicitly attributed to faulty
communications between the auditor and the public. At times, this faulty communication was blamed upon the
media for misleading the public: Some of the recent publicity in connection with lawsuits involving prominent
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accounting firms appears to lend considerable credence to the idea that the auditor is, in the final analysis, the
conscience of business, big and small. In reality, this is a popular misconception [Silverman, , p. At other
times, faulty communication was attributed to the existing audit opinion. In , Roth [p. One means of attaining
better understanding could possibly be a clearer explanation of the scope and purpose of our audit in our
short-form report. Rosenfield and Lorenson [] also blamed the ambiguous audit report for the turmoil over
auditor responsibilities. In particular, they faulted the statement made within this standard report that claimed
financial statements were presented fairly in accordance with generally accepted accounting principles.
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IT Auditor Job Description, Duties, and Responsibilities. What Does an IT Auditor Do? An IT auditor is responsible for
assessing and evaluating risk, addressing audit issues, and executing proactive compliance monitoring in collaboration
with corporate management and business units.

Employee benefit plans investment fiduciary responsibilities 7. Not every corporation is a Accenture in terms
of size and resources and not every company registered in the U. K, of course, but all corporations in the U.
Smaller entities will not have the resources or need to release a Web-based audit committee charter. Audit
Committees in the Past The description of audit committee presented on the above section is what it is today.
While NYSE rules, even prior to SOx, required that audit committees consist of only outside directors, in the
past many audit committee directors often appeared to be buddies of the chief executive officer CEO with
apparently little evidence of true independent actions. SOx has now changed all of that. During the first years
of this millennium, a major issue that evolved from the collapse of Enron and the related financial scandals
was the fact that boards and their audit committees were not exercising a sufficient level of independent
corporate governance. The Enron audit committee was highlighted as an example of what was wrong. It issued
a series of recommendations on improving the independence, operations, and effectiveness of audit
committees. The subsequent financial failures of Enron and others showed these initiatives were not enough.
The result was the legislative work that led to SOx. Today, since the passage of SOx, audit committees have
expanded responsibilities and internal audit has a greater responsibility to best serve its audit committee.
Although an audit committee typically has regular contacts primarily with the CAE, all internal auditors
should have an understanding of this very important relationship. Chambers discussed four responsibilities of
audit committees, which are: Among many areas of audit committee roles and responsibilities, next we will
see five main areas where audit committees perform specific roles: Roles in the Financial Reporting Area The
financial process and ensuring reliable financial information is one of the most important functions of the audit
committee. While the audit committee should not become involved in day-to-day operations, there is pressure
from the oversight role for the audit committee to get more involved in ensuring the integrity of the financial
reporting process. Experts and educators have studied about effective audit committee processes for
overseeing financial reporting. These studies generally noted that audit committees are expected to: Review all
financial statements, whether interim or annual, before they are approved by the Board of Directors and
publicly disseminated to ensure their objectiveness, accuracy, and timeliness. Review all existing accounting
policies, and concentrate on the impact on the financial statements of any changes in accounting policies
including the likely impact of any contemplated changes. Evaluate exposure to fraud. Appraise key
management estimates, judgments, and valuations where they are thought to be material to the financial
statements. Evaluate the adequacy of financial statement disclosures. Review all significant transactions,
especially those that are nonroutine and those that might be illegal, questionable, or unethical. In this regard,
the Committee should obtain and discuss with management and the independent auditors all reports from
management and the independent auditors regarding: Here are specific roles, in the internal audit area,
expected to be done by the audit committee: Appointment of the Chief Audit Executive â€” The CAE
typically reports administratively to company management, but the audit committee is responsible for the
hiring and dismissal of this internal audit executive. The objective here is not to deny company management
the right to name the person who will administer the internal audit department, which serves the combined
needs of company management and the audit committee. Approval of Internal Audit Charter â€” An internal
audit charter serves as a basis or authorization for every effective internal audit program. An adequate charter
is particularly important to define the roles and responsibilities of internal audit and its responsibility to serve
the audit committee properly. It is here that the mission of internal audit must clearly provide for service to the
audit committee as well as to senior management. Approval of Internal Audit Plans and Budgets â€” Ideally,
the audit committee should have developed an overall understanding of the total internal audit needs of the
company. This high-level appraisal covers various special control and financial-reporting issues, allowing the
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audit committee to determine the portion of audit or risk assessment needs to be performed by either internal
audit or other providers. As part of this role, the audit committee is responsible for reviewing and approving
all internal audit higher-level plans and budgets. While the audit committee has responsibility for all of these
areas, our focus here is on the importance of internal audit to report all significant findings to the audit
committee regularly and promptly. Reacting to significant audit findings requires a combination of
understanding, competence, and cooperation by all of the major parties of interest: Audit committee members
dependency on external auditors in performing their oversight. An audit committee has a major responsibility
for hiring the external audit firm, approving its proposed budget and audit plan, and releasing the audited
financial statements. While many aspects of this arrangement have remained unchanged over time, SOx has
caused some significant changes here. External auditors no longer can both perform and then approve their
internal controls assessments, nor are any consulting arms of public accounting firms allowed to install
financial applications that would be subject to external audit review. The major public accounting firms no
longer have these consulting divisions, and, as discussed, public accounting firms are prohibited from
outsourcing the internal audit services for the companies they audit. Audit committees should be aware and
sensitive to these changes. SOx requires that the audit committee approve all external audit services, including
comfort letters, as well as any nonaudit services provided by the external auditors. External auditors are still
allowed to provide tax services as well as certain de minimis service exceptions, but they are prohibited from
providing these nonaudit services contemporaneously with their financial statement audits: Bookkeeping and
other services related to the accounting records or financial statements of the audit client Financial information
technology design and implementation Appraisal or valuation services, fairness opinions, or
contribution-in-kind reports Internal audit outsourcing services Management function or human resource
support activities Broker or dealer, investment advisor, or investment banking services Legal services and
other expert services unrelated to the audit Any other services that the Public Company Accounting Oversight
Board determines to be not permitted Even though their external auditors are prohibited from performing these
activities, corporations still will need to contract for and acquire many of these types of services. These must
be treated as special contracting arrangements, reported as part the annual financial reports. It is in the best
interests of the external audit firm not to get involved with such nonaudit services. In conducting its review
and evaluation, the Committee should: Ensure the rotation of the lead audit partner and reviewing partner on at
least that schedule required by the Securities and Exchange Commission, the Public Company Accounting
Oversight Board or any other applicable authority. As part of its review, the Committee shall confirm with any
independent auditors retained to provide audit services in any fiscal year that the lead or coordinating audit
partner having primary responsibility for the audit , or the audit partner responsible for reviewing the audit,
has not performed audit services for the Company in any of the five previous fiscal years of the Company
prior to his or her appointment. Such reviews shall include the following: Roles in the Risk Management and
Corporate Governance Areas Audit committees play significant role in managing risk of the business. Apart
from the above discussed four key roles, audit committees presume some corporate governance
responsibilities for the firm. In the case of corporate governance responsibilities, audit committees are
expected to: Roles in the Whistleblower Programs and Codes of Conduct Areas SOx rules state the audit
committee must establish procedures for the receipt, retention, and treatment of complaints regarding
accounting, internal accounting controls, or auditing matters, including procedures for the confidential,
anonymous submission by employees of concerns regarding questionable accounting or auditing matters.
Internal audit often offer its services to the audit committeeâ€”often to the designated financial expertâ€”to
establish documentation and communication procedures in these areas: Documentation logging whistleblower
calls â€” SOx mandates that the audit committee establish a formal whistleblower program where employees
can raise their concerns regarding improper audit and controls matters with no fear of retribution. A larger
company may already have an ethics function, where these matters can be handled in a secure manner. When a
smaller company does not have such a resource, internal audit should offer its facilities to log in such
whistleblower communications, recording the date, time, and name of the caller for investigation and
disposition. Disposition of whistleblower matters â€” Even more important than logging in initial
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whistleblower calls, documentation must be maintained to record the nature of any follow-up investigations
and related dispositions. Although the SOx-mandated whistleblower program does not have any cash reward
program, complete documentation covering actions taken as well as any net savings should be maintained.
The audit committee must to outline a set of rules for proper conduct and have those senior officers
acknowledged that they have read and understand and agree to abide by them. Audit committee, if the
company has the program, is expected to make sure the program is effectively running, not just for a limited
set of senior officers but for the entire company.

Page 7

DOWNLOAD PDF AUDITORS, THEIR DUTIES AND RESPONSIBILITIES
Chapter 3 : Legal liability of certified public accountants - Wikipedia
Management's responsibilities in an audit The words, "The financial statements are the responsibility of management,"
appear prominently in an auditor's communications, including the audit report.

Night Auditor Job Description How to write a Night Auditor job description Your job description is the first
touchpoint between your company and your new hire. With millions of people searching for jobs on Indeed
each month, a great job description can help you attract the most qualified candidates to your open position.
To get you started, here are some tips for creating an effective job description. Are you a job seeker? Night
Auditor job title A great job title typically includes a general term, level of experience and any special
requirements. The general term will optimize your job title to show up in a general search for jobs of the same
nature. The level of experience will help you attract the most qualified applicants by outlining the amount of
responsibility and prior knowledge required. And if your position is specialized, consider including the
specialization in the job title as well. But avoid using internal titles, abbreviations or acronyms to make sure
people understand what your job posting is before clicking. Your summary should provide an overview of
your company and expectations for the position. Outline the types of activities and responsibilities required for
the job so job seekers can determine if they are qualified, or if the job is a good fit. Example of a Night
Auditor job summary Our hotel franchise needs a Night Auditor to join our team immediately. The Auditor
will be responsible for all EOD accounting functions and will need to communicate with the security team to
ensure the safety of our guests. The ideal applicant should be capable of working autonomously with no one to
assist him or her with basic functions, such as checking guests in and out, reconciling accounts,
communicating with housekeeping and taking initiative for necessary tasks. A flexible schedule and a
willingness to work overtime when necessary are essential. Night Auditor responsibilities and duties The
responsibilities and duties section is the most important part of the job description. Here you should outline the
functions this position will perform on a regular basis, how the job functions within the organization and who
the job reports to. This may include education, previous job experience, certifications and technical skills. You
may also include soft skills and personality traits that you envision for a successful hire. While it may be
tempting to include a long list of skills and requirements, including too many could dissuade qualified
candidates from applying. Keep your list of qualifications concise, but provide enough detail with relevant
keywords and terms.
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Auditors Their duties and rights 1 Introduction We have produced this information booklet to explain the role of auditors
under the Companies Acts. What is an audit? An audit is an examination of a company's financial statements.

In the wake of the corporate downfalls of companies like Enron and WorldCom, focus in is on auditors to find
misdeeds before they hit the front page of the newspaper. Contributing to the reliance on auditors is the
passage of the Sarbanes-Oxley Act. This act effectively tightens accounting controls and regulates the roles of
internal and external auditors. Because of this act, the external auditor faces added responsibilities in detecting
and reporting fraud. The act is geared toward making corporations accountable for misleading information in
their financial reports. Under the Sarbanes-Oxley Act, a public company must hire an external audit team to
review their accounting procedures and their financial statements. In addition, the act separates the internal
and external audit duties. Before this act, some companies were able to engage their contracted external
auditors into performing internal audits. Section of the act outlines the duties and responsibilities of the
external auditor. This committee also oversees the auditors, both internal and external. Upon finding evidence
of fraudulent accounting, the external auditor must communicate her findings to the committee or other
governing body within the organization. The external auditor also reports findings of procedures that could
possibly put the company at risk of possible fraud. Under the act, the auditor cannot assist in creating new
procedures or guidelines for the company. They must maintain a professional distance and can only offer
opinions and assessments of current systems. Types of Accounting Fraud The most common type of fraud
auditors uncover is revenue recognition errors. Revenue recognition is reporting revenue that the company
earns. Some companies may mistakenly report revenue that is not completely earned, which happens in cases
where payment is for an annual period and the company reports all the revenue upfront. The correct reporting
would recognize or report the revenue over a year. Auditors also find evidence of fraud in estimates of
accounts payable and other accounting estimates. Some findings are not fraudulent but may lead to accounting
errors or put the company at risk such as overlapping accounting duties. For example, the person who makes
the bank deposit should not balance the bank statement. They will meet with management to gain an
understanding of procedures and then test those procedures for SOX compliance. They also review any large
or unusual transactions or journal entries that occur outside the normal scope of business. Auditors also ensure
that there are proper controls in place to deter any possibilities of fraud.
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"Roles and Responsibilities - Corporate Compliance and Internal Audit" By Mark P. Ruppert, CPA, CIA, CISA, CHFP
limited resources by fulfilling their.

Common law liability arises from negligence, breach of contract, and fraud. Statutory law liability is the
obligation that comes from a certain statute or a law, which is applied, to society. Some of these theories are:
CPAs and their clients enter into a contract with an agreement to perform certain services. Liability occurs
when there is a breach of contract. Negligence can be referred to as ordinary negligence and gross negligence.
Ordinary negligence is defined as failure of duty in accordance with applicable standards, and gross
negligence is the lack of concern for the likelihood that injuries will result. Fraud is defined to be a
misrepresentation of a material fact by a person who is aware of his or her actions, with the intention of
misleading the other party with the other party injured as a result. CPAs have statutory liability under both
federal and state securities laws. Statutory liability provides cover for defense costs, fines and penalties
charged against the firm. Under statutory law, an auditor can be held civilly or criminally liable. With an
engagement letter, it provides the client and other third parties with rights of recovery. Therefore, if the CPAs
are not performing within the agreement set forth in the contract this will be considered a breach of contract.
The clients may also claim negligence against the CPAs if the work was performed but contained errors or
was not done professionally. This is considered a tort action. In order to recover from an auditor under
common law, the client must prove: If a state follows the doctrine of contributory negligence, the auditor may
eliminate their liability to the client based on contributory negligence by the client. Many states do not follow
this doctrine. This is called comparative negligence. Liability to third parties[ edit ] Not all suits brought to an
auditor are from a direct client. Third parties can also sue an auditor for fraud, in which case a contract privity
is necessary. In order for a third party to prevail in a case, there are a number of things they must prove. First,
the third party must prove that the auditor had a duty to exercise due care. Second, the third party must prove
that the auditor breached that duty knowingly. Finally, the third party must prove that they suffered an actual
loss. First is the Privity approach, which states the auditor is liable to a third party if an existence of a contract
is in existence. Touche and is the most limiting approach in respect to scope. In addition to the CPAs
estimations, Ultramares wrote out several loans to the company shortly before the company declared
bankruptcy. Ultramares sued the CPA for ordinary negligence. Rosenblum foreseeable user approach[ edit ]
The "reasonably foreseeable" approach which was created due to Rosenblum v. This system holds an auditor
liable to all third parties that rely on financial statements. Lawsuits brought against auditors based on statutory
provisions differ from those under common law. While common law can vary from state to state and has the
ability to evolve or change, statutory law is constrained to a greater degree by the underlying law. In order to
complete registration, the company must include audited financial statements and numerous other disclosures.
If the registration statement was to be found materially misstated, both the company and its auditors may be
held liable. Those who initially purchase a security offered for sale are the only ones protected by the Act.
These security purchasers, known as the plaintiffs, only need to prove a loss was constant and that the
registration statement was misleading. They do not need to prove that they relied upon the registration or that
the auditors were negligent. The standing precedent on interpretation of due diligence is Escott v. BarChris
Construction Corporation, decided in The Securities Exchange Act of requires all companies under SEC
jurisdiction to file an annual audit and have quarterly review of financial statements. While the Act creates
liability only to those investors involved in the initial distribution of public offerings, the Act increases that
responsibility to subsequent purchasers and sellers of the stock. This act provides absolute protection to
original and subsequent purchasers and sellers of securities. These plaintiffs must prove that: Hochfelder, [19]
plaintiffs must show proof of scienter the intent to deceive, manipulate, or defraud. This act was established as
a means of making sure that CPAs who may have been involved with any illegal mob or racketeering activity
were brought to justice. This later became an issue of liability in Reves vs. Simon [23] has set the precedent of
severe charges for accountants. In this case, the U. Although the CPAs had proof to establish that they
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complied with U. In , the SEC established the Private Securities Litigation Reform Act which in essence
mandated auditors to have even stricter guidelines as they pertains to any fraudulent or misleading behavior of
their clients. According to the guidelines of this Act, auditors are relieved of sanctions if they report required
information about clients to the SEC in a timely manner.

Page 11

DOWNLOAD PDF AUDITORS, THEIR DUTIES AND RESPONSIBILITIES

Chapter 6 : External Auditor's Responsibility for Detecting Fraud During an Audit | calendrierdelascience.co
Note: Citations are based on reference standards. However, formatting rules can vary widely between applications and
fields of interest or study. The specific requirements or preferences of your reviewing publisher, classroom teacher,
institution or organization should be applied.

Junior internal auditors give presentation to clients, managers, and the public. It may also involve assisting in
training and supervising the work of internal audit graduate interns and junior staff. The role of the junior
internal auditor also entails reporting results of an audit to management by preparing audit work papers and
evidence. The duties of the junior internal auditor also entail identifying creative insights, outliers, and value
by carrying out analytical procedures. The junior internal auditor creates draft internal audit report and
discusses with the right management level. If you want to know the duties, tasks, and responsibilities that
commonly make up the job description of a junior internal auditor, see the example below: Carry out financial,
operational, and compliance audit duties such as: Requirements â€” Skills, Knowledge, Abilities â€” for
Junior Internal Auditor Role When recruiting for the role of junior internal auditor, employers would generally
require that interested persons for the position meet certain requirements before they can be invited to an
interview. If you are seeking to work as a junior internal auditor, given below are major requirements,
including skills, abilities, knowledge, and academic qualifications that most employers may want you to meet
to be hired for the position: Conclusion The information presented in this post, including the sample job
description is useful to employers looking to hire the best people for the role of junior internal auditor in their
organizations. They will be able to create a description that perfectly matches the junior internal auditor role in
their organization and so will be able to attract only the candidates that can effectively perform the functions
of the position. This article is also helpful to individuals looking to start a career in the internal auditing field.
They will be able to enhance their knowledge of what junior internal auditors do, which makes them better
prepared for the career. Did this post improve your knowledge of the duties and responsibilities carried out by
junior internal auditors? Please, leave a comment in the box below. Do also share your job description if you
work as a junior internal auditor in your company. You may need to pass a job test to be hired for a position,
improve your chances of making high scores today! The goal of this phase is to determine if the candidate has
the appropriate set of skills and qualities to excel on the job. Find out the tests you will be needing to take for
the position you are applying for; get lots of success proven Practice materials to prepare with now: Sure way
to make high scores in job tests.
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Chapter 7 : Defining Auditorsâ€™ Responsibilities
Internal Auditor Duties. Internal auditors are employees of the company that they are auditing. Large companies often
have at least one auditor on their accounting staff.

The board and senior management who are within the organisations governance structure. Objectives Add
credibility and reliability to financial reports from the organisation to its stakeholders by giving opinion on the
report Evaluate and improve the effectiveness of governance, risk management and control processes. This
provides members of the boards and senior management with assurance that helps them fulfil their duties to
the organisation and its stakeholders. Coverage Financial reports, financial reporting risks. All categories of
risk, their management, including reporting on them. Improvement is fundamental to the purpose of internal
auditing. But it is done by advising, coaching and facilitating in order to not undermine the responsibility of
management. Our members Internal auditors have to be independent people who are willing to stand up and be
counted. Their employers value them because they provide an independent, objective and constructive view.
To do this, they need a remarkably varied mix of skills and knowledge. They might be advising the project
team running a difficult change programme one day, or investigating a complex overseas fraud the next. From
very early on in their careers, they talk to executives at the very top of the organisation about complex,
strategic issues, which is one of the most challenging and rewarding parts of their role. It is also immensely
rewarding to go back and follow up my work after a year or so and see how my efforts have not only resulted
in quantitative improvements, but also been accepted by the relevant people in charge. All organisations face
risks. So, for example if a line manager is concerned about a particular area of responsibility, working with the
internal auditor could help to identify improvements. Or perhaps a major new project is being undertaken â€”
the internal auditor can help to ensure that project risks are clearly identified and assessed with action taken to
manage them. Why is internal audit important to your organisation? By reporting to executive management
that important risks have been evaluated and highlighting where improvements are necessary, the internal
auditor helps executive management and boards to demonstrate that they are managing the organisation
effectively on behalf of their stakeholders. Hence, internal auditors, along with executive management,
non-executive management and the external auditors are a critical part of the top level governance of any
organisation. Activities of internal audit Below are the key things an internal auditor does. Within these areas,
it is important to think of the internal auditor as the organisations critical friend â€” someone who can
challenge current practice, champion best practice and be a catalyst for improvement, so that the organisation
as a whole achieves its strategic objectives. Managers need to understand how much risk the organisation is
willing to live with and implement controls and other safeguards to ensure these limits are not exceeded. The
techniques of internal auditing have therefore changed from a reactive and control based form to a more
proactive and risk based approach. This enables the internal auditor to anticipate possible future concerns and
opportunities providing assurance, advice and insight where it is most needed. Analysing operations and
confirm information Achieving objectives and managing valuable organisational resources requires systems,
processes and people. Internal auditors work closely with line managers to review operations then report their
findings. The internal auditor must be well versed in the strategic objectives of their organisation and the
sector in which it operates in, so that they have a clear understanding of how the operations of any given part
of the organisation fit into the bigger picture. There are likely to be other assurance providers who perform a
similar role. This can include risk management professionals, compliance officers, fraud investigators, quality
managers and security experts to name just a few. The difference between these assurance sources and internal
auditors is that internal audit are independent from management operations and are able to give objective and
unbiased opinions about the way risk are reported and managed. It also means that the available assurance
resources are optimised by avoiding duplication and gaps in the provision of assurance. Teamwork and
developing effective working relationships is a key feature of internal auditing. But like all professions,
internal audit has its own skills and its own qualifications, technical standards and codes of practice. These are
all provided through the internal audit professional body â€” the Chartered Institute of Internal Auditors. As
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an affiliate member of the global Institute of Internal Auditors, the Chartered Institute of Internal Auditors
promotes the International Professional Practices Framework IPPF in the UK and Ireland, so that internal
auditors here around the world work towards a globally agreed set of core principles and standards. Whilst the
financial skills of accountants are very useful, to do their job effectively, internal auditors must possess a high
level of technical internal auditing skills and knowledge. They must also be effective communicators, good
project managers, analytically strong and good negotiators.
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Chapter 8 : Auditor's Responsibilities & Duties | Career Trend
Joni J. Young UNIVERSITY OF NEW MEXICO. DEFINING AUDITORS' RESPONSIBILITIES. Abstract: This paper
explores the efforts of the audit profession to dominate definitions of their roles and responsibilities throughout the last
two decades.

Financial auditors and accountants perform similar tasks in terms of the review of financial data, but auditors
are more focused on discovering fraud or error in corporate financial documents. The information is then
reviewed and used to present all financial data relating to a specific organization in an accurate, fair manner,
ensuring that no fraud or gross errors are present in the company. Financial auditors speak with multiple
departments, including low- and high-level management teams, accounting and finance personnel, and
company executives in their pursuit of analytical data. Financial auditors conduct interviews of key personnel
to comprehend what accounting and finance tasks are taking place, and which tasks, policies or procedures
may need to be established or implemented more efficiently. On a day-to-day basis, financial auditors use
analytical skills to assess accounting and financial reports by testing the documentation of transactions that the
company has provided. Analysis also includes observation of inventory and the processes used for managing
inventory counts. Additionally, financial auditors review accounts receivable, invoices, vendor payments and
billing procedures to ensure compliance with accounting guidelines. In some instances, they must attest to the
information presented through the audit. Unlike corporate or management accountants, financial auditors do
not reconcile accounts, nor do they make accounting entries for an organization. Instead, they provide the
information necessary to correct errors and accounting fraud to accounting or other finance personnel. They
also do not implement changes to accounting or finance policies or procedures in a company. Practical
experience in accounting of finance fields is also a requirement of most companies hiring financial auditors.
Experience in the field may be gained from in-school internships, industry volunteering , or in entry-level
accounting or finance positions with a focus on research analysis. In addition to education and experience
requirements, a financial auditor must often hold a Certified Public Accountant CPA designation. Earning a
CPA designation involves extensive study of accounting practices and reporting standards, in addition to
passing a rigorous four-part examination. After successfully completing the exam, individuals must meet
continuing education requirements as laid out by their state of residence or licensing. The CPA designation is
not the only credential financial auditors can earn to enhance their career trajectory. Each of these designations
has its own education, experience and continuing education requirements. Skills A financial auditor must
possess certain skills. Finally, a financial auditor is most successful when he possesses advanced
organizational skills. The environment where a financial auditor works has a direct impact on his annual
salary. Smaller, boutique companies that employ financial auditors do not pay as much as larger, corporate
organizations. Financial auditors who work independently on a consulting basis or as sole proprietors may
earn more than auditors employed with a company, since they often do not qualify for fringe benefits. Trading
Center Want to learn how to invest? Get a free 10 week email series that will teach you how to start investing.
Delivered twice a week, straight to your inbox.
Chapter 9 : What is internal audit? | About us | IIA
fraud in Nigeria, and to determine their perceptions of the auditor's responsibilities in detecting fraud and the
performance of related audit procedures. The paper also aims to ascertain whether the report users' perceptions of.
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