
AUDITING & ASSURANCE SERVICES - ACCT450

Spring 2008
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MW 3:25-4:45pm

Classroom: 
528B Grise Hall

Instructor:
Dr. Yining Chen
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745-2982
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Office Hours:
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This course unfolds in nine modules for which educational objectives and key questions appear in discussion outlines below. Like audit practice, the course has been affected dramatically by: 

· A sea of change in standard setting and professional governance,   

· An understanding that earnings management and fraud are central to most financial restatements, and 

· A transition away from first-person delivery by classroom instructors only and toward third-person discovery by students both within and outside of the classroom. 

For example, to incorporate changes in standard setting and governance, the course exposes students to the Sarbanes-Oxley Act, to auditor-independence rules, and to standards of the Public Company Accounting Oversight Board and the Auditing Standards Board. To incorporate earnings management and fraud, the course introduces a number of transactions and events that—with or without an auditor’s complicity— lead to public-company restatements, to SEC Accounting and Auditing Enforcement Releases, or to protracted litigation. And to encourage discovery learning, the course illustrates with real companies, uses audit documentation review cases, and links class discussions and assignments to student skills, among other things. Auditing education today demands that educators expose students to real issues in real companies and draw where possible a convincing link between the issues auditors confront in practice and the understanding an informed student can bring to bear. I urge you as a student to exploit the material in this course by allowing its contents to awaken in you a curiosity about audit services and about how practitioners come to some of the complex decisions and judgment processes inherent in practice today.
Prerequisites
· ACCT 301, 312 with grades of "C" or better, and senior standing
Materials
· D.N. Ricchiute, Auditing (Cincinnati: South-Western Publishing), 8th. ed., 2005.

· Class notes & readings (available from www.wku.edu/~yining.chen/ACCT450.htm)
Grading                                                                                                                            
       Exams & Quizzes                                                                                                          
Midterm 1


100
Midterm 2


100

Midterm 3


100 

Final Exam


100
       Research Projects & Cases

Research Project & Presentation


 25

Problems and Discussion Cases, 2-1, 2-13, 3-4, 6-1, 6-18,


      7-12, 8-4, 8-18, 9-9, 9-18, 10-7, 11-5, 11-9, 17-7,

      19-10, 5-12, 4-16 (5 points each)


 75

Total                                                                                     


         500
Pre-Class Reading Assignments
Class/Date
Assignment                                                                                                  
1 / Jan. 23
Module 1: An Introduction to Audit and Other Assurance Services - To introduce the demand for –and supply of– audit and other assurance services
Text, Chapter 1, “An Introduction to Audit and Other Assurance Services.”
Problems and Discussion Cases 1-6; 1-4
2 / Jan. 28

Text, Chapter 1, “An Introduction to Audit and Other Assurance Services.”
Problems and Discussion Cases 1-9; 1-10
3 / Jan. 30

Presentation / Research Project 1-1: Audit Standard-Setting



Module 2: Standards, Materiality and Risk - To introduce auditing standards and the role of materiality and risk in a financial statement audit.
Text, Chapter 2, “Standards, Materiality, and Risk.”



Problem and Discussion Cases 2-1; 2-5; 2-8
4 / Feb. 4

Presentation / Research Project 2-4: Programming, Investigation, and Reporting Independence



Text, Chapter 2, “Standards, Materiality, and Risk.”



SEC Staff Accounting Bulletin (SAB) No. 99, (Materiality.(



Problems and Discussion Cases 2-13; 2-16
5 / Feb. 6
Module 3: Reports - To introduce reports practitioners issue in audit, attestation, and other assurance engagements.
Text, Chapter 3, “Audit Reports.”


Problems and Discussion Cases 3-4
6 / Feb. 11

Weil, J., “Going Concerns—Did Accountants Fail to Flag Problems at Dot-Com Casualties?” The Wall Street Journal, February 9, 2001.


Problems and Discussion Cases 3-8


Presentation / Research Project 3-4: Examples of Audit Reports
7 / Feb. 13

Module 4: Evidence, the Audit Process, and Fraud - To introduce the means to acquire and evaluate evidence, the steps in the audit process, and the auditor’s responsibility to detect and report fraud.
Text, Chapter 6, “Evidence.” 



Problems and Discussion Cases 6-1; 6-6
Feb. 15 (F)

Midterm Exam 1 (Chapters 1, 2, 3)
8 / Feb. 18

Text, Chapter 6, “Evidence.”



Problems and Discussion Cases 6-18




Presentation / Research Project 6-1: Analytical Procedures and Reengineered Audit Processes
9 / Feb. 20

Text, Chapter 7, “The Audit Process and Detecting Fraud.”



Problems and Discussion Cases 7-12; 7-14
10 / Feb. 25

Text, Chapter 7, “The Audit Process and Detecting Fraud.”



Weil, J., “Missing Numbers: Behind Wave of Corporate Fraud, A Change in How Auditors Work,” The Wall Street Journal, March 24, 2004.


Presentation / Research Project 7-3: Client Strategy Templates, Risks, and Assurance Service Opportunities
11 / Feb. 27

Module 5: Internal Control - To introduce an auditor’s assessment of control risk and audit of internal control over financial reporting in a financial statement audit.
Text, Chapter 8, “Internal Control.”
Problems and Discussion Cases 8-4
12 / Mar. 3

Text, Chapter 8, “Internal Control.”



Ramos, M., “Section 404 Compliance in the Annual Report,” Journal of Accountancy, October 2004.
Problems and Discussion Cases 8-14; 8-18


Presentation / Research Project 8-2: Reporting on Internal Control: Public Companies
13 / Mar. 5

Midterm Exam 2 (Chapters 6, 7, 8)
Mar. 10-14
Spring Break (No Class)

14 / Mar. 17

Module 6: Tests of Controls, Substantive Tests, and Earnings Manipulation - To introduce an auditor’s tests of controls, substantive tests, and effort in the face of earnings manipulation.



Text, Chapter 9, “Audit Sampling.”
15 / Mar. 19

Text, Chapter 9, “Audit Sampling.”



Problems and Discussion Cases 9-9; 9-11


Presentation / Research Project 9-2: Attributes Sampling and the Professional Literature
16 / Mar. 24

Audit Sampling Cases 9-17; 9-18



Text, Chapter 10, “Sales and Cash Receipts Transactions.”
Problems and Discussion Cases 10-7
17 / Mar. 26

Text, Chapter 10, “Sales and Cash Receipts Transactions.”


Problems and Discussion Cases 10-7; 10-11


Presentation / Research Project 10-1: Internal Control and Transaction Cycles in Selected Industries
18 / Mar. 31
Text, Chapter 11, “Accounts Receivable and Cash Balances.”



Problems and Discussion Cases 11-5
19 / Apr. 2
Text, Chapter 11, “Accounts Receivable and Cash Balances.”



Henry, D., “Fuzzy Numbers: Despite the Reforms, Corporate Profits can be as Distorted and Confusing as Ever,” Business Week, October 4, 2004.



Problems and Discussion Cases 11-9; 11-10


Presentation / Research Project 11-2: Revenue Recognition and Earnings Manipulation
20 / Apr. 7

Midterm Exam 3 (Chapters 9, 10, 11)
21 / Apr. 9

Module 7: Completing an Engagement - To introduce an auditor’s responsibility for tasks best left to the end of an engagement.



Text, Chapter 17, “Completing an Audit.”



Problem and Discussion Cases 17-7
22 / Apr. 14

Emshwiller, J.R., “Business Ties: Many Companies Report Transactions with Top Officers,” The Wall Street Journal, December 29, 2003, p. A1.



Problems and Discussion Cases 17-12

Presentation / Research Project 17-1: Annual Reports and the Audit Process
23 / Apr. 16

Text, Chapter 19, “Compliance and Internal Auditing.”



Problems and Discussion Cases 19-10
24 / Apr. 21

Module 8: Legal Liability - To introduce an independent auditor’s civil liability under common and statutory law.



Text, Chapter 5, “Legal Liability.”



Norris, F., “Will Big Four Audit Firms Survive in a World of Unlimited Liability” The New York Times,” September 10, 2004.




Problems and Discussion Cases 5-12


Presentation / Research Project 5-2: Litigation against Accounting Firms and Current Reform
25 / Apr. 23

Text, Chapter 5, “Legal Liability.”



Problems and Discussion Cases 5-6; 5-8
26 / Apr. 28

Module 9: Professional Ethics - To introduce means of ethical reasoning and professional ethics in auditing.
Text, Chapter 4, “Professional Ethics.”
Problems and Discussion Cases 4-7
27 / Apr. 30
Text, Chapter 4, “Professional Ethics.”
Myers, R., “Ensuring Ethical Effectiveness,” Journal of Accountancy, February 2003.



Problems and Discussion Cases 4-26
Presentation / Research Project 4-2: Unethical Business Practices
May 2
(F)
Final Exam (Chapters 4, 5, 17, 19)

Disability Policy

In compliance with university policy, students with disabilities who require accommodations (academic adjustments and/or auxiliary aids or services) for this course must contact the Office for Student Disability Services in DUC A-200 of the Student Success Center in Downing University Center. Please DO NOT request accommodations directly from the professor or instructor without a letter of accommodation from the Office for Student Disability Services. 

About the Professor

Yining Chen, Ph.D. is the Nixon Professor of Accounting at Western Kentucky University. She received her master’s degree and Ph.D. in accounting from the University of South Carolina and has been a faculty member of Concordia University and Ohio University. Professor Chen’s primary teaching interests are accounting information systems and auditing. Her research interests include audit effectiveness using analytical procedures, information system development, and accounting education. Professor Chen has over 15 years of teaching experience. The courses she taught include auditing, financial accounting, managerial accounting, intermediate accounting, accounting information systems, and mergers & acquisitions.
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