


THE DEMAND FOR AUDIT AND
OTHER ASSURANCE SERVICES

THE AUDITOR IS A STRATEGIC BUSINESS PARTNER

Joe Anthony, a partner in Berger & Anthony, CPAs stares nervously at his computer screen. He
breathes a sigh of relief as he watches the ticker symbol for his client, Hillsburg Hardware, as it
hegins initial trading as a public company. Five years ago, he would never have guessed that his
glient would go public, and he is proud of the role that his firm played in the process.

Two years ago, Berger & Anthony performed a strategic analysis of Hillshurg's wholesale distri-
hution business. Based on the analysis, Berger & Anthony recommended that Hillsburg restruc-
ture its customer relations and invest heavily in information technology to allow Hillsburg to
partner with its customers in inventory management. These investments greatly expanded
Hillsburg's revenues and customer base, creating a need for expansion and further capital that
was raised in the public offering.

Berger & Anthony had audited the financial statements of Hillsburg Hardware for many years as
required by Hillsburg's bank loan agreement. Now, many other investors will rely on the
Hillsburg Hardware financial statements audited by Berger & Anthony. Joe Anthony recognizes
the respansibility that he has to those investors, and the importance of performing a quality
audit.

Fach chapter's opening vignette iflustrates important auditing principles based on realistic sifuations. Some
vignettes are based on public information about the audits of real companies, whereas others are fictitious. Any
resemblance in the fatter vignettes to real firms, companies, or Individuals is unintended and purely coincidental,

LEARNING OBJECTIVES

After studying this chapter,
you should be ahle to

Describa ossurance
services and distinguish
audit services from other
assurance and
NONOSSUrCNCe services
provided by CPAs,

Explain the importance of
auditing in reducing
Information risk.

List the causas of
information risk, and
explain how this risk may
be raduced.

Dascribe auditing.

Distinguish between
auditing and accounting.

Differenticte the three
main typss of audits.

Explain the strategic
systems approach to
auditing.

Identify the primary types
of auditors.

Describe the requirements
for becoming o CPA.

Describe the impact of
g-commerce on CPAs,





