Business Risks and Potential Audit Implications

1. Competitors begin offering extended warranty protection on products.

2. Competitors are rapidly increasing the rate paid to key senior accounting and management personnel.

3. Top-grade raw materials are in extremely short supply due to bad weather conditions in producing regions.

4. Factory employees go on strike resulting in significant increases in labor costs and benefits related to production.

5. Customer industries are in a recessionary period.

6. Consumer tastes have changed, necessitating improved functionality and quality in company products.

7. The preferred distribution channel for the company’s product changes from retail locations to telemarketing and home delivery.

8. Key patents on products are expiring with no significant new patentable advances available.

9. New entrant to the market is technologically superior to current products.

10. Brokerage firms begin offering cash management accounts, which also allow customers to write checks, posing a substitution threat to banks.

