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Undergraduate Distance Education Review Form
(Required for all courses taught by distance education for more than one-third of teaching contact hours)

Existing an ial Topics Course
Course: ACCT 431 Auditing
Instructor(s) of Record:
Ronald Woan, Ph.D. and Seung Hwan Kim, Ph.D.

Phone: 7-7565 (Woan) & 7-5742 (Kim)
Email: ronwoan@iup.edu (Woan) & seung.kim@iup.edu (Klm)

Step One; Proposers
A. Provide a brief narrative rationale for each of the items, Al- AS.

1. How is/are the instructor(s) qualified in the distance education delivery method as-well as.the: .
discipline?

Dr. Ronald Woan
e Dr. Woan eamned his Ph.D. in Accounting from accredited Florida State University

¢ In his twenty-one years at IUP, Dr. Woan has developed and taught several on-line and hybrid
courses. These include ACCT 201 and ACCT 202. He has also extensively used WebCT, Moodle ..
and D2L to supplement his brick-and-mortar Advanced Financial Accounting and Cost Accounting
classes. Dr. Woan has used Pearson’s MydccountingLab , MyLab/Mastering, McGraw-Hill’s.
Connect Accounting, WebCT, Moodle and D2L for course deliveries.

e Dr. Woan has taught Intermediate Accounting, Advanced Financial Accounting and other advanced
accounting courses for many years. Dr. Woan participated in offering integrated business curricular
courses using SAP (a well-known ERP software used by PASSHE)

¢ Dr. Woan is familiar and current with contemporary strategic-system audit and strategic-system
financial statement analysis literature

¢ Dr. Woan has published academic research articles dealing with various accounting issues in
refereed academic journals

e Dr. Woan is approved by the Graduate School for graduate instruction and is classified as being
Academically Qualified according to the standards of the Association to Advance Collegiate
Schools of Business.

Dr. Seung Hwan Kim

¢ Dr. Kim has received his master’s and doctorate in accounting from Southern Illinois University
Carbondale. His master’s concentration was on audit and accounting information systems, and he
wrote his dissertation on assurance services.

e Dr. Kim has taught auditing continuously from the beginning of his teaching career in 2008.

e Dr. Kim has experience with various online course delivery media (WebCT, Blackboard, Pearson’s
MyAccountingLab , and D2L).

¢ Dr. Kim is academically qualified by the standards of the Association to Advance Collegiate
Schools of Business and is approved for graduate instruction by the Graduate School.



How will each objective in the course be met using distance education technologies?

For all objectives;

1.

Objectives A
To lmroduce the students to the audltmg professnon and its soc|al ethical and legal relatxonshlps. -

1.

The instructor will develop and set-up all of the required learning resources on [UP’s Learning
Management System (LMS) and the textbook publisher’s on-line learning electronic platform. -

This on-line course will require students to purchase a selected textbook and the textbook’s on- -
line access code so that they can complete on-line homeworks and other on-line assessments.. - -

.The on-lme course will also use JUP’s Learning Management System (LMS) 10 prov:de
learning resources and assessments for students. These include course materials, qums,

exams, assignments, video, and discussion board.
During the semester, the instructor w1ll respond to student emails on a daily basls and w1ll e

" monitof the discussion board.

The LMS will display individual student grades so that students can monitor their cumulatlve L
grade as the semester progresses. N

¢ To meet this objective, students should (preferably in this order):

i. Read the chapters in the text book
ii.- Read through the power point slides provided on the LMS
- iii. Complete an on-line homework assignments scheduled by the instructor. Studems
have three attempts to complete each question to gain a reasonable degree of
assurance of learning the subject content
- iv. Attempt a one-hour quiz, available on MyLab/Mastering to enhance and evaluate
students’ competency. Students will have two attempts with the higher score used. -

for grading.

2. To discuss auditing standards and the conceptual basis underlying them

¢ To meet this objective, students should (preferably in this order):

i. Read the chapters in the text book

ii. Read through the power point slides provided on the LMS

iii. Complete an on-line homework assignments scheduled by the instructor. Students
have three attempts to complete each question to gain a reasonable degree of
assurance of learning the subject content

iv. Attempt a one-hour quiz, available on MyLab/Mastering to enhance and evaluate
students’ competency. Students will have two attempts with the higher score used
for grading.



3. To explain the general technology of auditing with emphasis on audit planning, study and

5.

evaluation of the internal control system through compliance tests, audit programs and working
papers

® To meet this objective, students shouid (preferably in this order):

i. Read the chapters in the textbook
ii. Read through the power point slides provided on the LMS.
iii. Complete an-on-line homework assignments assigned by the instructors. Students
: have three attempts to complete each question to gain a reasonable degree of :
- assurance of learning the subject content . . .
iv. Attempt a one-hour quiz, available on MLab/Mastermg to enhance and evaluatc' .

students’ competency. Students will have two attempts with the higher score used - -

for grading.

To familiérize the students with the abi)lication of audit'p_i'ogmr-ls to varidué assets, liabilities,
revenue and expense accounts through substantive tests of transactions and account balances
o To meet this objective, students should (preferably in this order):

i:- Resd the chapters-in the textbook

ii. Read thirough the power point slides provided on the LMS. ..

ili. Complete an on-line homework assignments assigned by the instructors. Students -
have three attempts to complete each question to gain a reasonable degree of
assurance of learning the subject content -

iv.. Attempt a one-hour quiz, available on MyLab/Mastering to enhance and evaluate
students’ competency. Students will have two attempts with the higher score used
for grading

v. Do two case studies to assure students’ competency

To give the students a thorough knowledge of independent auditor’s reporting obligations
¢ To meet this objective, students should (preferably in this order):

i. Read the chapters in the textbook
ii. Read through the power point slides provided on the LMS.

iii. Complete an on-line homework assignments assigned by the instructors. Students
have three attempts to complete each question to gain a reasonable degree of
assurance of learning the subject content

iv. Attempt a one-hour quiz, available on MyLab/Mastering to enhance and evaluate
students’ competency. Students will have two attempts with the higher score used
for grading.

v. Do two case studies and write reports for the studies to enhance students’ writing
skills



3. How will instructor-student and student-student, if applicable, interaction take place?

Instructor interaction with the students will occur on different levels and times throughout the course.

That is;
i. Atthe begmnmg of the course, during the presentation of the syllabus, and overall onenmtlon of .
_ the student to distance éducation. e
ii.  During the course ih the presentation-of new matenals and in response to general questxoﬂs and S,

- .’comments raised by students. .- , D T elE
iii. ., Individualized assistance durmg scheduled onlme office hours. I T
iv. _ Instructor participation via the discussion board. o . e

Student-stideiit iiteraction will take place via the discussion board and email.

4. How will stﬁ(lent‘achievement be evaluated?

Student achievement w:ll be determined by several criteria: e el

a.- On-line homework assignments. Software provided by the textbook publlsher, g, .
_MyLab/Mastermg, will be. used to assign homework and assist the instructor in scoring; -and
_monitoring the student’s progress. The software enables students to attempt the homework up to

" three times and provides students with instant feedback on their responses. It also provides the
" students with the opportunity to work additional problems and check their answers. The hlghest
score attained by a student counts towards his/her final grade.

b. On-line quizzes. Several quizzes will be given on-line to allow the student to determine their-
competency of the course concepts. Students will be allowed two attempts. The quiz.questions
will be algorithmic thereby requiring students to work every question on each attempt. The

" higher score counts towards the student’s final grade. :

¢. Exams. Three ninety mmutes on-lme exams will be administered. Students have one attempt to
complete the exam.

5. How will academic honesty for tests and assignments be addressed?

The course syllabus will detail the university’s Academic Integrity Policy and it will be a part of the on-

- line orientation. ‘Students will also be -asked to acknowledge the receipt of this policy and- their
understanding of the consequence relating to academic dishonesty. Class assignments/quizzes/
exams/reports will be designed, monitored and implemented in such a way as to reduce the student’s
opportunities to cheat or plagiarize. Examples would include:

a. The allotted time and window for completing the quiz and exam will restrict each student’s
opportunities to seek external assistance.

b. Quiz and exam questions will be algorithmic and scrambled.
c. The ability to print quiz and exam questions and answers will be blocked.

Since the issue of academic honesty is of major concem in the delivery on distance learning courses, as
new techniques are developed to reduce dishonest behavior, they will be incorporated into the course.

B. Submit to the department or its curriculum committee the responses to items A1-AS5, the current official
syllabus of record, along with the instructor developed online version of the syllabus, and the sample lesson.
This lesson should clearly demonstrate how the distance education instructional format adequately assists
students to meet a course objective(s) using online or distance technology. It should relate to one concrete
topic area indicated on the syllabus.



Appendix A: Current Syllabus of Record

Syllabus of Record - ACCT 431

ACCT 431 Auditing

Prerequisite: ACCT 304 3 lecture hours
3 credits

Catalog Description: (3c-01-3cr)

Study of auditing theory and practical application of auditing standard and procedures to the review, testing and
evaluation of accounting controls and to the verifications and balances to express an opinion in an audit report
on the faimess of financial statements’ presentation in conformity with generally accepted accounting principles.

Course objectives:
1. To introduce the students to the auditing profession and its social, ethical and legal relationships.
2. To discuss auditing standards and the conceptual basis underlying them.

3. To explain the general technology of auditing with emphasis on audit planning, study and evaluation of the
internal control system through compliance tests, audit programs and working papers.

4. To familiarize the students with the application of audit programs to various assets, liabilities, revenue and
expense accounts through substantive test of transactions and balances.

5. To give the students a thorough knowledge of the independent auditor’s reporting obligations.

Course content:

1. Professional practice
a. Definition of auditing according to various authoritative bodies
b. Reasons underlying the demand for accounting and auditing services
c. Characteristics of accounting and auditing as a profession

d. Audit organizations

2. Auditing theory and practice standards
a. Theory structure
b. General standards and the concepts and postulates underlying them
c. Field work standards and the concepts and postulates underlying them
d. Reporting standards and the concept and postulate of fairness

3. Professional ethics
a. Overview in ethics
b. Principles in ethics
c. The AICPA cod of professional ethics with special emphasis on the rules of conduct
and Interpretations



4. Legal relationships
Liability exposure in general
Legal relationships under common law

o TP

Legal relatlonshlps under statutory law with particular emphasis on the accountant’s and auditor’s .

liability provisions under the 1933 Securities Act and the 1934 Securities and Exchange Act

d. Impact of litigation on auditing standards
e. Typical court cases in common law and under the Secuntles Acts

S. Evidence, program planmng, and documentatxon :

-a. Characteristics of sufficiency and competency of evidence in audxtmg
b. Sources and relative strengths of evidence
i ,mathematxcal observation evndence

_ii. physical observatton ev:dence
iii. external evidence
iv.  external-internal evidence
v. internal evidence

c. Bvxdence-gathenng procedures
i.  recalculation

ii. observation °
iii.  confirmation by letter
iv.  verbal inquiry
v.  vouching
vi.  retracing
vii.  scanning
viii.  analysis of interrelationships
d. Practical audit objectives
i.  existence-occurrence
ii.  valuation
iii.  cutoff
iv.  accounting propriety and disclosure
v.  compliance
vi. effectiveness
e. Planning an audit

f. Preparation of audit programs in the light of nature, time and extent of audit procedures to be

followed
g Workmg papers preparation and classification
i.  permanent file papers
ii.  audit administrative papers
iii.  audit evidence papers

6. Internal control study, testing, and evaluation
a. Definition of internal control
b. Two dimensions of internal control
i.  accounting controls
ii.  administrative controls
¢. Characteristics of reliable internal control
d. Study of internal control system
i. by questionnaire
ii. by flowcharting
iii. by working transactions through the system



e. Compliance tests and sampling for attributes
i.  the need for sampling

ii. judgmental sampling
iii.  statistical sampling (determining sample size, sample item selection techniques, audit of
sample items, and statistical evaluation of audit evidence)

f.  Evaluation of degree of reliance on the internal control system to determine the nature, ummg, and

‘extenit to which ‘substantive auditing procedures are to be restricted
g Responsibility of the auditor for detection of fraud and irregularities
) h. Management letters .

7. Audlt program apphcatlon Revenue, Recelvables Cash receipts, and Cash balances -

a. Substantive tests of transactions and balances
*b. * Types of major fraud and misstatement

8. Audit- program application: Inventories, Cost of sales and Cash disbursements

a. Substantives tests of transactions and balances
b. Types of major fraud and misstatement

9. Audit program application: Investments, Intangibles, and related income and expense¢ . -+ . -

a. Substantive tests of transactions and balances
b. Types of major fraud and misstatement

10. Audit program application: Fixed Assets
a. Substantive tests of transactions and balances
b. Types of major fraud and misstatement

11. Audit program application: Liabilities, Owner’s Equity, Contingencies and Related expensw

a. Substantive tests of transactions and balances
b. Types of major fraud and misstatement

12. Audit program application: Audit of payroll, other revenue and expenses, and completion of field work
a. Substantive tests of transactions and balances

b. Types of major fraud and misstatement
c. Events subsequent to the balance sheet date

13. Reports by independent auditors

Long form reports

Short term reports

Unqualified opinion

Qualified opinion

Adverse opinion

Disclaimer of opinion

Reportmg criteria with regard to:

i.  reliance on the work of other independent auditors when giving an opinion on financial
statements
ii.  discovery of facts after an opinion on financial statements has been issued

iii.  omission of the statement of changes in financial position
iv.  special reports
v.  letters for underwriters

e an T



Example Grading Scale (%)

A = 90-100

B = 80—89

cC = 70—-~79

D = 60—69-

F~ = Less than 60

Undergraduate Course Attendance Policy

“The university expects all students to attend class.” Your attendanoe and pérttclpanon in - -
classroom activities is an important component in the overall learning environment and is - °

therefore strongly encouraged. Although attendance is not mandatory, failure to attend -
classes will impair your level of performance on the chapter tests, exams, and your abxhty -
to complete the. homework assignments and m-class exercises. R

" Required Textbook
Arens, A., Elder, R. and M. Beasley (2012) Auditing and Assurance Services, 14” Edition, 2012; Prentice Hall

Special Resource Requirements
None

Bibliography



Appendix B: Proposed Distance Education Syllabus

Indiana University of Pennsylvania

Propesed Syllabus
ACCT431 Auditing
3c-0l-3cr
Instructor: Ronald Woan, Associate Professor
Office: 418F Eberly College of Business & Information Technology
Phone: 724-357-7565 (Office)
E-Mail: ronwoan@iup.edu
Office Hours: On-line office hours are between 10 am and 12pm from Monday to Saturday (EST).
Student emails will be replied to within 24 hours of receipt.
Class section: On-line
Credits: 3
Prerequisite: ACCT 304
Required Text: “Auditing and Assurance Services” by Arens, Elder and Beasley, 14
Edition, 2012, Prentice Hall (including MyLab/Mastering access code)
CATALOG DESCRIPTION:

Study of auditing theory and practical application of auditing standards and procedures to the review, testing
and evaluation of accounting controls and to the verification of transactions and balances to express an
opinion in an audit report on the faimess of financial statements’ presentation in conformity with generally
accepted accounting principles.

Course objectives:

1. To introduce the students to the auditing profession and its social, ethical and legal relationships.

2. To discuss auditing standards and the conceptual basis underlying them.

3. To explain the general technology of auditing with emphasis on audit planning, study and evaluation of the
internal control system through compliance tests, audit programs and working papers.

4. To familiarize the students with the application of audit programs to various assets, liabilities, revenue and
expense accounts through substantive test of transactions and balances.

5. To give the students a thorough knowledge of the independent auditor’s reporting obligations.



COURSE CONTENT:

Chapter 1
Chapter 2
Chapter 3
Chapter 4
Chapter 5
Chapter 6
Chapter 7
' Chapter 8
Chapter 9
Chapter 10
“Chapter 11
Chapter 12
Chapter 13
* Chapter 14
Ctiapter 15
"Chapter 18
_Chapter 20
Chapter 21
Chapter 22
Chapter 23
Chapter 24
Chapter 25

"Professional ethics

The demand for audit and other assurance services
The CPA profession
Audit reports

Legal habnhty

Audit responsnbllmee and objectives
' Audit evidence )
- Audit planmng and analytleal procedures

Matenallty and rlsk : N

Section 404 audits mternal control and control risk ST

Fraud Auditing o

The impact of information technology on the audit process C . e
Overall audit plan and audit program

"Audit of the sales and collection cycle: tests of controls and substantwe tests of transactioris j'. .

Audit’ samphng for tests of controls and substantive tests of transactions. e e

" Audit of the Aequisition and Payment cycle - S R

Audit of the Payroll and Personnel cycle

Audit of the Inventory and Warehousing cycle

Audit of the Capital Acquisition and Repayment cycle
Audit-of the Cash Balances

Completing the Audit

Other Assurance Services



Assessment Procedures

Success in this course is contingent upon each student being fully prepared for item of assessment. These
include homework, quizzes, exams and cases. Readiness is enhanced by reading the textbook and practicing the
end-of-chapter questions. Students are allowed three attempts for each homework question, two attempts for
each quiz and one attempt for each exam. Only the highest score from multiple attempts (if allowed) counts
towards the student’s final grade.

Students will be required to respond to an instructor-led discussion, via the learning management system
discussion board, to 3 to 5 of topics raised by the instructor. Each student will be required to respond to each of
these questions on or before a certain date. They may also be asked to comment upon their classmates’
responses. Discussion board comments will be monitored by the instructor and worth 5% of the overall
assessment.

During exams, students are not permitted to seek the assistance from another person. Students are to complete
the exams alone. Suggestions of student collusion will be thoroughly investigated and penalties might be

imposed.
Your final course grade will be computed based on the following 100 percent.

Percentage

On-line homework 5%
On-line discussion 5%
On-line quizzes 10%
Two case studies 20%
Exam | 20%
Exam I1 20%
Final Exam 20%

Total 100%

To get an A, a student must earn 90% or higher of the total points, B, 80%-89%; C, 70%-79%, D, 60%-69.
Below 60% isan F.

Homework and Quizzes

There are on-line homework and quizzes using Pearson’s MyLab/Mastering to be completed on each chapter.
The on-line homework is designed to enhance students’ understanding of the accounting concepts through
illustrative work-through problems; and quizzes are provided to enhance students’ competency.

Office Hours

The instructor’s office hours are on-line only. They are shown on the first page of this syllabus. Student emails
will be replied to within 24 hours of receipt during the week and 48 hours of receipt during weekends.

Grades

Your assessment scores will be regularly updated on D2L/ MyLab/Mastering. You can use this information to
determine your approximate cumulative grade.




Final Comments

Accounting is not a spectator subject; it demands engagement and hands-on in order to assure l?aming to take
place. The subject materials are cumulative, i.c., to comprehend current chapter subject materials entails the
understanding of the prior chapters’ materials. To achieve reasonable competency, students must work on the
subject materials in a contimious manner.

Bibliography

Albrecht, S., Albrecht, C., Albrecht, C., and M. Zimbelman (2012) Fraud Examination, 4® Edition
Cengage Learing
Beasley, M., Buckless, F., Glover, S., and Prawitt, D. (2012) Auditing Cases, 5™ Edition, Prentice Hall
J. Flood (2012) Wiley Practitioner’s Guide to GAAS 2013, Wiley
Gleim and Hillison (2010) Auditing & Systems Exam Questions and Explanations, 16® Edition,
Gleim Publications
J. Hall (2011) Information Technology Auditing: 3" Edition, Cengage Learning
Knapp, M. (2013) Contemporary Auditing, 9* Edition, Cengage Learning
Knechel, W., Salterio, S., and Kochetova-Kozloski, N. (2010) “The effect of benchmarked performance
Measures and strategic analysis on auditor’s risk assessments and mental models,” Accounting,
Organization and Society, Volume 35, Issue 3: 316-333 .
Louwers, T., Ramsay, R., Sinason, D., Strawser, J. and J. Thibodeau (2013) Auditing and Assurance Services,
5% Edition, McGraw-Hill
Messier, W., Glover, S. and D. Prawitt (2012) Auditing and Assurance Services, 8® Edition
McGraw-Hill )
Peecher, M., Schwarz, R. and Solomon, 1. (2007) “It is all about audit quality: Perspectives on strategic-
system auditing,” Accounting, Organization and Society, Volume 32: 463-485
M. Power (2007) “Business risk auditing — Debating the history of its present,” Accounting, Organization
and Society, Volume 32: 379-382 .
Rittenberg, L.,Johnstone, K. and A. Gramming (2012) Auditing: A Business Risk Approach, 8" Edition,
Cengage Learning
Schultz Jr., J., Bierstaker, J. and O’Donnell, E. (2010) “Integrating business risk into auditor judgment
about the risk of material misstatement: The influence of a strategic-systems-audit approach,”
Accounting, Organization and Society, Volume 35, Issue 2: 238-251
Thibodeau, J. and D. Freier. (2011) Auditing and Accounting Cases: Investigating Issues of Fraud and
Professional Ethics, 3 Edition, Irwin/McGraw-Hill
Trussel, J. and D. Frazer, J. (2012) Lakeside Company: Case Studies in Auditing, 12/E, Prentice Hegl .
Whittington, R. and Thibodeau, J. (2012) Principles of Auditing & Other Assurance Services, 18" Edition,
McGraw-Hill



Assessment Procedures

Success in this course is contingent upon each student being fully prepared for item of assessment. These
include homework, quizzes, exams and cases. Readiness is enhanced by reading the textbook and practicing the .

d-of-chapter questions. Students are allowed three attempts for each homework question, two attempts for
each quiz and one attempt for each exam. Only the highest score from multiple attempts (if allowed) counts
towards the student’s final grade.

. During exams, students are not permitted to seek the assistance from another person..Students are. to complete .
the exams alone. -Suggestions of student collusion will be thoroughly mvesugated and penalties- might :be- -
imposed. . > .

' Your ﬁnal course grade wnll be computed based on the following 100 percent. B e

i - . Percentage

On'-line homeworks 10%

On-line quizzes : ' 10% ..
Two case studies Coe e 20% s
Exam I 20%

Exam I , , . . ) 20%
_Final Exam ‘ S 2%

nay Total ) ) 100%

- To getan A, a student must earn 90% or higher of the total points, B, 80%-89%; C, 70%-79%, D, 60%-69
Below 60% is an F.

Homeworks and Quizzes

There are on-line homeworks and quizzes using Pearson’s MyLab/Mastering to be completed on each' chapter.
The on-line homeworks are designed to enhance students’ understanding of the accounting concepts through
illustrative work-through problems; and quizzes are provided to enhance students’ competency.

Office Hours

The instructor’s office hours are on-line only. They are shown on the first page of this syllabus. Student emails
will be replied to within 24 hours of receipt during the week and 48 hours of receipt during weekends.

Grades

Your assessment scores will be regularly updated on D2L/ MyLab/Mastering. You can use this information to
determine your approximate cumulative grade.

Final Comments
Accounting is not a spectator subject; it demands engagement and hands-on in order to assure leaming to take
place. The subject materials are cumulative, i.e., to comprehend current chapter subject materials entails the
understanding of the prior chapters’ materials. To achieve reasonable competency, students must work on the
subject materials in a continuous manner.
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ACCT431 via Distance Education

Class Schedule
Session Topic

1 Read Chapters 1 & 2. Complete the on-line homework and quizzes for these chapters

2 Read Chapters 3 & 4. Complete the on-line homework and quizzes for these chapters

3 Read chapters 4 & 5 Complete the on-line homework and quizzes for these chapters

3 Read chapters 6 & 7 Complete the on-line homework and quizzes for these chapters

4 Review Chapters 1-7 via completion of practice exam |

5 Exam I: Chapters 1-7 (120 minutes, one attempt)

6 Read Chapters 8 & 9. Complete the on-line homework and quizzes for these chapters

6 Read Chapters10 & 11. Complete the on-line homework and quizzes for these
chapters

7 Read Chapters 12 & 13. Complete the on-line homework and quizzes for these
chapters

8 Read Chapters 14 & 15. Complete the on-line homework and quizzes for these
chapters

8 Read Chapters 18 & 19. Complete the on-line homework and quizzes for these
chapters

9 Read Chapters 20 & 21. Complete the on-line homework and quizzes for these
chapters

10 Review Chapters 8-15 via completion of practice exam Il

10 Exam II: Chapters 9-15 (120 minutes, one attempt)

11 Read Chapter 22. Complete the on-line homework and quiz for these chapters

12 Read Chapter 23. Complete the on-line homework and quiz for these chapters

13 Read Chapter 24. Complete the on-line homework and quiz for these chapters

13 Read Chapter 25. Complete the on-line homework and quiz for these chapters

14 Review Chapters 18-25 via completion of practice final exam

15 Final Exam: Chapters 18-25 (120 minutes, one attempt)
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The Demand for Audit and
Other Assurance Services

Chapter 1

2012 Frertes Hal Busress Publabieg Autteg 4, ArensEider Baasiey 1.2

Sarbanes-Oxley Act

_ Enron ) _WorldCom )
~— = b L e S

The Act established the Public Company
Accounting Oversight Board.

effectiveness of internal control over

It also requires auditors to report on the
financial reporting.

B P T Y P e

QMo Adelphia )

€012 Pranecs Hal Bunrws Putishng. Auttng 14w, ArensEidec Deatiey 1.2

Learning Objective 1

Describe auditing.

€201 Prevtcs Hal Bunness Ptdating Aucding 14, Armes e Dassiey 1

Nature of Auditing

Auditing is the accumulation and evaluation

of evidence about information to determine

and report on the degree of correspondence
between the information and established criteria.

Auditing should be done by a competent,
independent person.

€2011 Prentce Hal Busness Putimreny, duttng | b, Arera T ides Baatioy 1.4

Information and Established
Criteria

To do an audit, there must be informationin a
verifiable form and some standards (criteria)

by which the auditor can evaluate the information.

Criteria

e==mmp| | |ASB

Accumulating Evidence and
Evaluating Evidence

Evidence is any information used by the auditor
to determine whether the information being
audited is stated in accordance with the
established criteria.

€2012 Prarece Had Business Putisrirg, Auditng T4k, Arems Eider Taasiny X

Trar ti
data Written and
electronic Observations
Cc icati
Client inquiry WO UL e
2012 Prets Hal Dusrans Putinrng, Acetting 14, Arena Eicer aasiey 3-8
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Competent, Independent Person

TR Judgment and
P Experience
Independence

Evaluation
of Evidence

CIT12 Pravtca Had Busnens Putinhang. Audony 14 Arera Eioer Tuasiey 1.7

Audit Report

AL A FURM LIP

[ The final step communicates the findings to users. ]

2012 Pravece Mal Dusimess Pubiahing, Aucitng o, Arena EiderTiaasiey 1-2

| Audit of a Tax Return

becasoi L

[LOE T

Competet, R B
Mdependent Actunuilates and taapayer
ol e Hepart o rests
inernal | Fusrminses cancelled Letermaes * Hepor on tn
mevenne | ewl ctecks and ot conevpundenee 4 iehtienaes
\epent AUPPOILng tecoedy
Estatiinhed triteris
el R everir
b Conder annd

4 interpretation

€012 Fravtcs bl Busrens Putintieg, Auttr 1de Arwre T ber Taasiey 19

Learning Objective 2

Distinguish between auditing
and accounting.

CT012 Pravscs Mal Busress Pudisning, Aumng 1w, Arens EiecBieriey 1-10

Distinguish Between
Auditing and Accounting

(% . g TR
Accounting is the recording, classifying,
and summarizing of economic events
for the purpose of providing financial

dnformalton used in decision making. y

r
Auditing is determining whether
recorded information properly
reflects the economic events that

\occurred during the accounting period. )

©3017 Practce Hal lusiness Putiishug, Auding 14w, ArensTiser Dasviry 11

Learning Objective 3

Explain the importance of auditing
in reducing information risk.

GI012 Prentcs Hal Business Pubinhrg, Ausing L, AteasTibetTieatioy 112

e
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Economic Demand

for Auditing
~ B,
Demand Driver mmmap Information risk
S )

Auditing can have a significant effect
on information risk.

-

o

What is meant by “Information risk"?
\ =)

€017 Provtcn Hal Dunwsy Pubiishing Audtng 14 ArnaLise Bastiey -1

Learning Objective 4

List the causes of information risk, and
explain how this risk may be reduced.

€2012 Prectce Hal Busrmas Pubianeg. Auteng | e, Arsra Eider Daasiey 114

Causes of Information Risk

» Remoteness of information
» Biases and motives of the provider
» Voluminous data

» Complex exchange transactions

2017 Provtce Hal Buriness Pubiating, Auctteg 1 ArenT ises Tassiny 1-18

Reducing Information Risk

» User verifies information
> User shares information risk with management

» Audited financial statements are provided

C2012 Frecce Hal Busness Putianng £ueng 14u AremEioer Barsey 1-1

Relationships Among Auditors,
Client, and External Users

Auditor issues
report relied
upon by users to reduce

information risk

Client or audit
committoe hires
auditor

Provides capital

Client provides financial
statements to users

€2017 Prevtica Had Bunness Pubintung, Audtng 1ow Arsns Tider Deasiey 1-17

Learning Objective 5

Describe assurance services and distinguish
audit services from other assurance and
non-assurance services provided by CPAs.

2912 Prevtce Hal Busnass Putiareng, Austng 14, ArensEicerBaasiey 1.8
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Assurance Services

An independent professional service

Can be performed by CPAs or by a variety
of other professionals

€2012 Prontes Hal Butres Putistng, Audtng fée Arenafkier Buatiey 1-19

Attestation Services

~A type of assurance service
»CPA reports on the reliability of an assertion

>That is the responsibility of another party.

€2012 Prevtics Hal Buamess Pubisnng, Austng T4 ArsnaTiderDessiey 1

=

Attestation Services

_Five Categories:

Historical
Financial
Statements

4. Information
‘Technology

€2D12 Prantce Hal Busrwess Putlishurg, Audting 1dts, Arees Tider Gassiny -

Attestation Services on
Information Technology

WebTrust and SysTrust also meet the
criteria of attestation service

2012 Pracsica Hal Busnass Pubkanng Aurisng 14w, ArentE ider Bassiey 1-

Other Assurance Services

~
Most of the other assurance services that CPAs
provide do not meet the formal definition

of attestation services. )

[The CPA is not required to issue a written report. ]

The assurance does not have to be about the
reliability of another party’s assertion about
compliance with specified criteria.

€012 Prerzce Mal Bunness Putianing, Auding 14, AensEiter Tastiey 1-n

Green Initiatives Bring Assurance
Opportunities, Competition

[Global interest has triggered a surge in reports.

80% of the Global Fortune 250 released
environmental, social, and governance data.

Presented in standalone reports or integrated
into annual financial reports.

J
J
)

C2017 Prartce bl Bunrmas Putisnung. Auctang 14, Avens TiserDeasiey 1-
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Other Assurance Services
Examples

Assess risks of accumulation, distribution,
and storage of digital information...

lincluding |

assessing security risks and related
controls over data and other information

stored electronically, includingthe
adequacy of backup and off-site storage.

2012 Pranice Hall Business Pubibaing, Ading |4 AwowE idet Beatiry 1

o

Other Assurance Services
Examples

» Compliance with trading policies and procedures
~ Compliance with entertainment royalty agreements
» 1S0O 900 certification

» Environmental audit

2012 Prersce Hal Bnmess Pubishiy, Audiiog 1 e, Armns Eater Ty 1.2

Assurance, Attestation, and
Nonassurance Services

TTL Belatienships Armong Astorance Sarvices, Attestation Services, and Kanssierance Serices

€2012 Prarsca pial Dusinens Putiareng, Auseng | 4e, Arana T ke Taasioy

Learning Objective 6

Differentiate the three main types of audits.

€2012 Prentica Hal Business Pubiishg. Auksng F e, Arens Eider Beavey 1-3

Types of Audits

» Operational
» Compliance

» Financial Statement

€2012 Prortea Hat Busnesy Putiarang. dudtnyg 1de. ArsreTiter Daatiny

Operational Audit

Evaluate computerized payroll system

Example for efficiency and effectiveness

Number of records processed, costs of

intorrmatin the department, and number of errors

Established |Company standards for efficiency and

Criteria effectiveness in payroll department
Available Error reports, payroll records, and
Evidence payroll processing costs

CI012 Prestice Hal Busrwss Putinteg. Audong |4e, Arer T ier Sasvey 1-3
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Compliance Audit

Determine whether bank requirements

Exampl : p
e for loan continuation have been met

Information |Company records

Established b
Caa e Loan agreement provisions
Available Financial statements and
Evidence calculations by the auditor

CIT12 Precece Mall Busness Putianng, Aucitng 14, ArensTide Denviey 1-3

Audit of Historical Financial
Statements

Annual audit of Boeing's financial

Example statements

Information |Boeing's financial statements

Established |Generally accepted accounting
Criteria principles

Available [ Documents, records, and oltside

Evidence  |sourcesiofievidencer =

CI017 Pravece Mad Dussest Pubiabng, Ald®ng 14, AreasT b Taaniy 1-32

XBRL Electronic Data to Improve
Financial Reporting

{Ex‘tensible Business Reporting Language ]

[Enabtes sorting and comparing of financizl data ]

Public companies required to provide interactive
financial statement data

C2017 Prectice Hal Busress PLtsiabarg, Auditng 16w, Arern T koer Buaasiry 1-1

Learning Objective 7

Identify the primary types of auditors.

€017 Fremsce Hat Bunrenn PLtdnran. Adteng 14w, A Ciser Sassay 1%

Types of Auditors

» Independent certified public accounting firms
» Governmental general accounting office auditors
> Internal Revenue agents

» Internal auditors

€317 Prevtice Hal Busress Putinty, Ludsng 14 Asns Tiser Boariay 1-38

Learning Objective 8

Describe the requirements
for becoming a CPA.

€3017 Prevtce Hal lutmess Lty Ausnng o, Arem Do ey 1e8
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Three Requirements for
Becoming a CPA

# Educational requirement
~ Uniform CPA examination requirement

» Experience requirement

€012 Prertcs Mal Busrwss Pusianing. Audttng 1 4% Arsns Eidec Seatiey

CPA Examination Sections

Auditing
and
Aftestation

Regulation

Concepts

€2012 Pracmes Wal Busrans Pubinterg, Audng 1, Arams ke Baxsiry -3

CBT-e: The CPA Exam Gets a

Makeover
New content and skill specification outline ]
[revisions. ;
Exam structure changes and weighting of ]
individual exam components.

Coverage of international auditing and financial
reporting standards.

2012 Pracece Hat Butines Puskating Aucmng 16 Arens T ier Sassiey LW

Three Requirements for Becoming
a CPA

Three Requiruments ler Becemiag a CPA

[re— st £ Teparrar
e st Logamemens [ress—

2017 Prentca Had Business Py, Audtng 1de. Aren Eider Besvey 1.9

End of Chapter 1

2012 Pravce Hat Busowss Putiahng, Audtng 14, Arena/l ke Baasiay 1o4
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Student:
Date:

Instructor: Ron Woan Assignment: ACCT431 Homework—Chap

Course: ACCT 431 Auditing 6N

Time:

Book: Arens/Elder/Beasley: Auditing and

Assurance Services, 14/E

The following are specific transaction-related audit o™ : :

objectives applied to the audit of cash disbursement "> (Cick the icon to view the management
transactions (a through f), management assertions
about classes of transactions (1 through 5), and

assertions about classes of tranactions.)

general transaction-related audit objectives (6 ' Q (Click the icon to view the general
through 11). transaction-related audit objectives.)
i =5} (Click the icon to view the specific Read the requirements.

transaction-related audit objectives )

Requirement a. Explain the differences among management assertions about classes of transactions and: .-
events, general fransaction-related audit objectives, and specific transaction-related. audft ob}ecﬁves and - -

their relationships to each other.

| |
Management assertions are : business responsibilities provided | by management about the classes of -
| implied or expressed representations

transactions and related accounts in the financial statements. These assertions are | different | for every

the same
m', Sy 2

transaction cycle and account.

General transaction-related audit objectives are

|
| different than management assertions, and ! nded to hel
essentially the same as management assertions, but they are Iimllted to assist P| the auditor
the same as the spedfic transaction-related audit objectives, and RN

i complete the audit under standard auditing procedures.

express an unqualified opinion.
: satisfy the management assertions.

decide which audit evidence is necessary to !

Accuracy and posting and summarization are

a subset of the accuracy assertion.
examples of the specific transaction-related audit objectives.
three of the management assertions used on the financial statements

Specific transaction-related audit

objectives are | determined by the auditor for each general transaction-related
listed in management's report as an underlying objective to the

Page 1



Student: Instructor: Ron Woan Assignment: ACCT431 Homework—Chap
Date: Course: ACCT 431 Auditing 6N
Time: Book: Arens/Elder/Beasley: Auditing and
Assurance Services, 14/E
1.
t.
(cont.) : @ach transaction cycle to help the auditor
audit objecﬁve These are done for | i the cycles identified as having a weakness P
‘ the major classes of transactions
Q
; i
. disclosure X .
: j | transaction-related
deterrrt!nethg  general items : needed for that cycle to satisfy the general tn wsaction-related
"+ specific amount of evidence !
audit objectives,. = =

Requirements b. and ¢. For each specific transaction-related audit objective, identify the appmpnate
rnanagement assertion. and appropnate general transaction-related audit objective. -

b. c.
Specific transaction- Management General transaction-
related audit objective assertion refated audit objective . :
a. Recorded cash disbursement transactions l—__lv__'
are for the amount of goods or services

received and are correctly recorded.

b. Cash disbursement transactions are || m I

properly included in the accounts payable
master file and are correctly summarized.

¢. Recorded cash disbursements are for | l | I

goods and services actually received.

d. Cash disbursement transactions are II | |

properly classified.

e. Existing cash disbursement transactions |” |

are recorded.

f. Cash disbursement transactions are | | | |

recorded on the comrect dates.

Data Table

Page 2



Instructor: Ron Woan Assignment: ACCT431 Homework—Chap

Student:
Date: Course: ACCT 431 Auditing 6N
Time: Book: Arens/Elder/Beasley: Auditing and
Assurance Services, 14/E
1.
Specific Transaction-Related Audit Objective
(cont.) a.  Recorded cash disbursement transactions are for the amount of goods or services reoeived and

are correctly recorded.

b. Cash disbursement transactions are properily included in the accounts payable master file and are
comrectly summarized.

c. Recorded cash disbursements are for goods and services actually received.

d. Cash disbursement transactions are properly classified.

e.  Existing cash disbursement transactions are recorded.

f. Cash disbursement transactions are recorded on the correct dates.

More Info

Management Assertion about
Classes of Transactions '

1. Occurence

2. Completeness
3. Accuracy

4. Classification
5. Cutoff

More info

General Transaction-Related
Audit Objective

6. Occurence

7. Completeness

8. Accuracy

9. Posting and summarization
10. Classification
11. Timing

Requirements.

. Explain the differences among management assertions about classes of transactions and events,
general transaction-related audit objectives, and specific transaction-related audit objectives and their

relationships to each other.
b. For each specific transaction-related audit objective, identify the appropriate management assertion.
c. For each specific fransaction-related audit objective, identify the appropriate general
transaction-related audit objective.

Page 3



Student: Instructor: Ron Woan Assignment: ACCT431 Homework—Chap

Date: Course: ACCT 431 Auditing 6N
Time: Book: Arens/Elder/Beasley: Auditing and
Assurance Services, 14/E
2. The following are specific presentation and disclosure-related audit objectives applied to presentaﬂon and

disclosure for fixed assets (a through d) and management assertions (1 through 4).

‘o (Click on the icon to view the specific presentation and ."Qg (Click on the icon to view the .
" disclosure-related audit objectives.) --* management assertion about.
S presentation and disclosures.)

For each specific presentation and disclosure-related audit objective, identify the appropriate management
assertion.

m——— e e mem—tmes tr . aes e s m —— . . e e e e co— e m imesm i m s

related audit objective Management assertion

fixed assets have been made.

b. Footnote disclosures related to fixed | : | A

assets are clear and understandable.

c. Methods and useful lives disclosed for | |

each category of fixed assets are accurate. -

d. Disclosed fixed asset dispositions have | |

cccurred.

More Info

Specific Presentation and Disclosure-Related Audit Objective

a. All required disclosures regarding fixed assets have been made.

b. Footnote disclosures related to fixed assets are clear and understandable.

c. Methods and useful lives disclosed for each category of fixed asset are accurate.
d. Disclosed fixed asset dispositions have occurred.

More Info

Management Assertion about Presentation and Disclosure
. Occurrence and rights and obligations

. Completeness

Accuracy and valuation

Classlification and understandability

rP@N

Page 4
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Student:

Date:

Course: ACCT 431 Auditing 6N

Time:

Book: Arens/Elder/Beasley: Auditing and

Assurance Services, 14/E

Instructor: Ron Woan Assignment: ACCT431 Homework—Chap

. specific amount of evidence

implied or expressed representations

the same

essentially the same as management assertions but
expanded to help

satisfy the management assertions.

a subset of the accuracy assertion.

detérmined by the auditor for each

each transaction cycle

. b.
. Specific transaction— Management
related audit objective assertion -

-G
General transaction= -
related audit objective

a. Recorded cash disbursement transactions Accuracy -
are for the amount of goods or services
received and are correctly recorded.

b. Cash disbursement transactions are Accuracy
properiy included in the accounts payable
master file and are correctly summarized.

Posting and-summarization

c. Recorded cash disbursements are for . Occurrence
goods and services actually received.

d. Cash disbursement transactions are Clgsstﬂeaﬁon
properly classified.

Classification

e. Existing cash disbursement transactions Completeness
are recorded.

Completeness

'|'f. Cash disbursement transactions are Cutoff

recorded on the correct dates.

Specific presentation and disclosure-

related audit objective Management assertion

fixed assets have been made.

a. All required disclosures about Completeness

assets are clear and understandable.

b. Footnote disclosures related to fixed Classification and understandability

each category of fixed assets are accurate.

c. Methods and useful lives disclosed for Accuracy and valuation

occurred.

d. Disclosed fixed asset dispositions have Occurrence and rights and obligations

ANSWERS - Page 1
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Student:
Date:

Instructor: Ron Woan Assignment: ACCT431 quiz--Chap 6N

Course: ACCT 431 Auditing

Time:

Book: Arens/Elder/Beasley: Auditing and

Assurance Services, 14/E

Rle:i;t:oonsibimy for the fair presentation of financial statements rests equally with management and the
a r.

O True
(QF False

Which of the following is not one of the reasons that auditors provide only reasonable assurance on the
ﬁnancnal statements?

Q™ Fraudulently prepared ﬁnahcial statements are often diﬁ‘cult to detect
(P The auditor commonly examines a sample, rather than the entire population of transactions.
OV -Accounting presentations contain complex estimates which invoive uncertainty.

QY Auditors believe that reasonable assurance is sufficient in the vast majority of cases.

The auditor has no responsiblllty to plan and perform the audit to obtain reasonable assurance that
misstatements whether oeused by errors or fraud that are not are detected.

Q" identified by the client

(OF statistically significant to the financial statements
Ov material to the financial statements

QY important to the financial statements

When comparing the auditor’s responslbility for detecting employee fraud and for detecting errors, the
profession has placed the responsibility:

(" on the senior auditor for detecting errors and on the manager for detecting employee fraud.
O° equally on discovering either cne.
Qv more on discovering errors than employee fraud.

QY more on discovering employee fraud than errors.

When planmng the audit if the auditor has no reason to believe that illegal acts exist, the auditor should:

Q" ignore the issue.

QF stillinclude some audit procedures designed specifically to uncover illegalities.
Qv Iinclude audit procedures which have a strong probability of detecting illegal acts.
QY make inquiries of management regarding their policies for detecting and preventing illegal acts and

regarding their knowledge of violations, and then rely on normal audit procedures to detect errors,
irregularities, and illegalities.

Page 1



Student: Instructor: Ron Woan Assignment: ACCT43] quiz--Chap 6N
Date: Course: ACCT 431 Auditing
Time: Book: Arens/Elder/Beasley: Auditing and
Assurance Services, 14/E
6. When the auditor knows that an illegal act has occurred, the auditor must:

o
o
o
o

report it to the proper governmental authorities.
consider the effects on the financial statements, including the adequacy of disclosure.
issue an adverse opinion.

withdraw from the engagement.

Page 2




Student: Instructor: Ron Woan Assignment: ACCT431 quiz—~Chap 6N
Date: Course: ACCT 431 Auditing
Time: . Book: Arens/Elder/Beasley: Auditing and
Assurance Services, 14/E
1. B -
2. D"
3.: : C. N am i
4’ B
5 ‘D N
6. B

ANSWERS -Page 1




Students are required to complete a report on each case study as follows. ORI}

Case Study 1
Analyze a case against ten Generally Accepted Auditing Standards (GAAS) and determme how each of theten .

GAAS is met. (Worth 10%)

Analyze a case on the whole audit process and evaluate whether or not each step of the audit process satisfies. -~ -
the technical standards of Statement of Auditing Standards (SAS). If any step of the audit process.doesn’t satisfy -
its pertment SAS standard, what corrective action should be taken thereafter, or what should have been done for
the step in the first instance. (Worth 10%)

These two case reports are graded not only on technical correctness of content but also on writing skill. . .
Maximum two pages of 12 font single-spaced text are required of each case. Each case study comprises 10% of
total points for the class. For each case report, 60% of the points are allotted to content and 40% to writing skill.

Appendle Cases Studies = 4io



	12-63
	12-63 ACCT 431 Auditing



