Entity factors that influence mherent

Satisfied customers who pay on time and are iikely -

to remain a customer In the future

Client has many customers

Reputable suppliers that supply goodson a timely '
basis

| Few-goads are returned to supplier asfaulty .
Client pays suppliers ona timety basis

Understanding the Client  4-3

GG

~ Diseatishied CUSEEMETs Who fiay withRold
payment or decide to not purchase from the
client in the future

Client has only one or very few customers

' Suppliers may not supply goods on a timely
basis

. Slgnificant amounts of goods are returned
to the suppliers because they are faulty

Client does not pay suppliers on a timely basis

Trades with countries that are stable
Trades in stable foreign currencles
Minirmal tariffs or barriers to trade

Client maintains effective risk management policies -

regarding foreign frade

" Trades with countries that are not stable
Trades in unstable foreign currencies
Complex tariffs and other barriers to trade

Chient does not maintain effective risk
management policies regarding foreign trade

Client well-positioned to adjust to changesin
technology

Client falls behind with changes in technology
_and has not “kept up with the times”

Cl_iéret does not offer warranties on its products
i client does offer warranties, product quality is high

and the likelihood that goods will be returned is low

. Client offers warranties on its products

History of poor product quality and goods
. being returned for the same problem

Few discounts are given by the client ta its
customers

Client takes advantage of discounts offered by
suppliers

' Client offers discounts to its customers,
-possibly because it does not have much
bargaining power

Client misses opportunities to take
advantage of supplier discounts

Client has good reputation with customers,
suppligrs, employees, and the wider community in
which it operates

* - Client does not have a good reputation with
customers, employees, and/or the wider
‘community in which it operates

Client has few locations and primary operations are

centralized
No international operations

_ 'Ciiént_ has Earger number of locations and
. operations are decentralized

- - Multiple locations operated internationally

No recent implementation of new standards
_No’_c'hq_ngé in the application of accounting
‘standards

: Pér_s_gnnei'invutved in the selection and application
-of accounting standards are competentand

| experienced

. "Recent implementation of new accounting
A standard

e 'Chah_ge in the application of an accounting

o standard

~.“Personnel involved in the selection and

-application of accounting standards lack

-competence and experience

:bé_{érﬁlinatién of account balance is objective and
I3 s'ﬂpporte'd by transactions with third parties

| Transact[ons are rout:ne and refatively homogeneous
] Account has low volume of transactions

;-_Determmanon of account balance involves
‘considerable subjectivity

(aﬁsactions are complex and unique
~Account has high volume of transactions

:-Lgss_ g_omplex payroll system and benefit structures
‘Defined-contribution pension plans

"'!b-?e' Cémplex payrolt system and benefit

= b_éﬁnéd-ﬁeneﬂt pension plans

' 'E_"eés reliance on debt for financing
Pays interest-payments on time
' : Less ﬂsk of wo!atmg terens of debt covenants

m ﬁlé-&apita_i structure
. .‘dé:“_ds from operating cash flow

H_e_é\_ly:'zfetiance on debt as a source of financing
Struggles to pay interest payments on time

' H’gher fisk for violating terms of debt

:-F"Ve?‘aﬁts which could indicate going
BiTt issues

< mpiex caplt&E structure
mggies to pay dividends from operating

ash’ fiow _ _____._——J
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the anévié_r___ to each of these qui
lovid: 9 than for other client
imstances. Audifors need fo

overnment support for
level of demand for th

stiying to maintain a certain
ronment factors that-ca




