Week 1 Application: Evaluating Risk Factors

	The risk of material misstatements is of concern in planning the audit of the Anthony’s Orchard financial statements for the year ending December 31, 2009. Anthony’s Orchard is a publicly traded firm that is on the NASDAQ. Anthony’s Orchard has customers in the United States and has growing orchards in California and Washington.

	Based on the information below, determine whether the factors are likely to increase, decrease, or have no effect on the risk of material misstatement. Do these factors indicate inherent risk or control risk? In the provided fields, verify your answers as Yes (Y) or No (N). 

	Factor
	Increase Risk

(Y or N)
	Decrease Risk

(Y or N)
	No Effect
(Y or N)
	Inherent Risk

(Y or N)
	Control Risk

(Y or N)
	Rationale

	The apple industry is prone to weather changes and conditions.
	
	
	
	
	
	

	The ownership of Anthony’s Orchard is consolidated to 30 percent within the Anthony family.
	
	
	
	
	
	

	The corporate structure is incorporated in New Jersey.
	
	
	
	
	
	

	The accounting financial statements must be consolidated. The consolidation is due to two separate corporations for Anthony’s manufacturing operations. 
The corporations include: Anthony’s Manufacturing Operations, Inc. and Anthony’s Sales, Inc. 
The stock of Anthony’s Manufacturing Operations, Inc. and Anthony’s Sales, Inc. are 100 percent owned by Anthony’s Orchard Corporation.
	
	
	
	
	
	

	Internal auditing reports to the CFO.
	
	
	
	
	
	

	The inventory valuation is reported using FIFO.
	
	
	
	
	
	

	The information system used is the MDAC information system. It is cloud-based.
	
	
	
	
	
	

	The company’s ethics statement is written very clearly and posted in the entrance of the office.
	
	
	
	
	
	

	Anthony’s Orchard has about 500 customers. They range in size from large supermarket chains to small independent stores.
	
	
	
	
	
	

	The vendors are few in number—about 50.
	
	
	
	
	
	

	The production employees are 1,000 part-time, seasonal employees.
	
	
	
	
	
	

	Fixed assets are mostly barn buildings, processing equipment, and Section 1231 assets in fruit-bearing trees.
	
	
	
	
	
	

	Be sure to support your work with specific citations from this week’s Learning Resources and any additional resources.   

By Day 7 save your Application as a “.doc” or “.rtf” file with the filename last name+your first initial_Week1. For example, Susan Ride’s assignment filename would be “RideS_Week1”. In the Dropbox, click on the Submit an Assignment link, choose the Week 1: Application basket, and then add your Application as an attachment.


