
AIS 631

Information Technology, Risk, and Assurance Services (Advanced Audit Topics)
Spring 2009

	Karla M. Johnstone, C.P.A., Ph.D.

Office:  4293 Grainger Hall

Phone:  262-3544

e-mail: kjohnstone@bus.wisc.edu
Course Meeting Schedule and Location:  

9:30 - 10:45 M/W   (1180 Grainger)

11:00 – 12:15 M/W   (1180 Grainger)
	Required Materials:

· Contemporary Auditing: Real Issues & Cases, Michael C. Knapp (7th Edition), special textbook created for our class.

Course Website: http://instruction.bus.wisc.edu/kjohnstone/ais_631/
Office Hours: 1:00-2:00pm MW and all day Thursday and Friday by appointment.


	COURSE REQUIREMENTS

	· EXAMINATIONS. There will be one mid-term exam and a final exam.  The mid-term exam will be given during class and the final exam will be given during finals week.  The format of the exams will include short answer and essay questions. Make-up exams will only be given for cases of documented emergencies or university-scheduled events or conflicts. 



	· GROUP ACTIVITIES. Groups will convene to supplement the materials covered in daily cases. Groups will independently research relevant professional guidance associated with cases, and will present a summary of that guidance in both written and verbal form to the class. In addition, each group will write a proposed solution to their assigned case and will make an electronic copy available to the class via the course website. Furthermore, groups will be formed to critically evaluate and report on the PCAOB’s new suite of risk standards.


	· CURRENT EVENT REPORT. Each student will present one ten minute summary of a course-relevant current event from a professional news outlet during class. The student will summarize the issue verbally during class, and will make an electronic copy available to the class via the course website. 


	· PROFESSIONAL CONDUCT. All participants must engage in appropriate professional conduct.  Professional conduct is characterized by the following attributes: prompt arrival to class, courteous behavior in class (i.e., being attentive while others are speaking, dedicating your attention to this class while the class is in session, leaving class at the designated time, etc.), and professional preparation for class.  To prepare for class professionally, you must read the assigned materials prior to class, complete assigned activities, enthusiastically engage in class discussion, and actively participate in group activities. 


	· THE CASE METHOD. The course will be taught in a discussion mode to facilitate thoughtful discussion of the cases. To get the most out of the course, you must be prepared for discussion every day.  You should come to class with a list of questions on everything you do not understand, and you should be prepared to discuss your opinions on professional issues.  In other words, you do not have to have a specific question in order to participate; I am very interested in your opinions. You should not wait for me to call on you if you wish to maximize your performance in this class.  


	· CAREER MANAGEMENT AND PERSONAL FINANCIAL PLANNING. The course will include two days of coverage on these topics. The coverage will be tailored to the needs of young professionals like yourselves. Accounting firm professionals will lead the discussion of these topics.


	· ACADEMIC MISCONDUCT. You should be aware that UW conduct rules describe academic misconduct as "... an act in which a student: (a) Seeks to claim credit for the work or efforts of another without authorization or citation; (b) Uses unauthorized materials or fabricated data in any academic exercise; (c) Forges or falsifies academic documents or records; (d) Intentionally impedes or damages the academic work of others; (e) Engages in conduct aimed at making false representation of a student's academic performance; or (f) Assists other students in any of these acts." Charges of academic misconduct are taken seriously and actions that can be taken against a student include failure in the course and permanent record in the student’s file. See: http://www.wisc.edu/students/amsum.htm. Please review the UW Academic Misconduct Policy and ask me if you have any questions. The Department of Accounting has endorsed a statement of values developed by students in the Five-Year Professional Program. Additional information on the statement of values and the student-developed Ethics and Professionalism Program can be accessed at the following link: http://www.bus.wisc.edu/accounting/resources_for_students/Ethics%20general/ethics%20PwC.asp


	GRADING POLICIES

	The following points will be given for the above course requirements:

	Mid-term Exam
	100 points
	

	Final Exam
	150 points
	

	Professional Conduct
	100 points
	

	Group Activities
· Case Presentation and Solution

· Critical Analysis of New Risk Standards
	100 points
100 points
	

	Current Events Report
	10 points
	

	Total Points
	560 points
	


COURSE SCHEDULE

	Date
	Case

	1/21/09
	Discussion of syllabus
Introduction to case method
· Campbell and Lewis, “Using cases in accounting classes”.

· Knechel, “Using the case method in accounting instruction”.

· Knapp, “How to start class discussion of cases”.

Introduction to ethical decision-making framework

Other Activities
· Group formation

· Sign up for (1) group case presentation, and (2) individual current events reports.



	1/26/09
	Current Event Report

Just for Feet, Inc., Case 1.2

Case Topics/Learning Objectives:

Note: A “Q” following a learning objective indicates that the case includes a discussion question addressing this topic.



1.

Use of analytical procedures to identify high-risk financial statement items (Q)



2.

Identifying internal control risk factors (Q)



3.

Determining impact of control risk factors on audit planning decisions (Q)



4.

Identifying inherent risk factors (Q)



5.

Determining impact of inherent risk factors on audit planning decisions (Q) 



6.

Identifying the most critical audit risk factors for a given audit engagement (Q)



7.

Resolution of ethical dilemma faced by a corporate executive (Q)



8.

Importance of considering economic health of client’s industry in audit planning decisions



9.

Nature, purpose, and importance of accounts receivable confirmation procedures


10.

Role of the SEC in policing financial reporting process and independent audit function


11.

Importance of investigating unusual and/or suspicious client transactions



	1/28/09
	Current Event Report

Just for Feet Continued



	2/2/09
	Current Event Report

Health Management, Inc., Case 1.4

Case Topics/Learning Objectives:

1.

Problems posed by close relationships between client personnel and independent auditors (Q)

2.

Audit-related implications of a job offer made by a client to one of its independent auditors during the course of an audit (Q)

3.

Performance of inventory roll back and roll forward procedures (Q)

4.

Weighing the cost of an audit procedure against the quantity and quality of audit evidence it yields (Q)

5.

Documenting audit test results in audit workpapers (Q)

6.

Identifying “red flag” fraud risk factors and determining their impact on each phase of an audit (Q)



7.

Auditors’ responsibilities for discovering and reporting illegal acts by clients (Q)



8.

Historical overview of class-action lawsuits and their impact on public accounting firms



9.

Impact of PSLRA of 1995 on auditors’ legal exposure under the Securities Exchange Act of 1934 



10.
Proportionate vs. joint and several liability for auditors



11.
Resolution of proposed audit adjustments



12.
Nature of GAAS and the responsibilities they impose on independent auditors



13.
Definition of “recklessness” and its implications for auditors’ legal exposure under the Securities Exchange Act of 1934



	2/4/09
	Current Event Report

Health Management Continued


	2/9/09
	Current Event Report

Lincoln Savings and Loan Association, Case 1.7

Case Topics/Learning Objectives:



1.

Substance over form concept in accounting and its audit implications (Q)



2.

Threats to auditor independence (Q)

3.

Audit implications of related party transactions (Q)

4.

Assessment of a client’s control environment (Q)

5.

Determination of when gains resulting from the disposition of assets can be recognized (Q)

6.

Identification of critical management assertions (Q)

7.

Audit evidence needed to support management assertions (Q)

8.

Identifying appropriate audit procedures to collect desired types of audit evidence (Q)


9.

Audit implications of close auditor-client personnel relationships (Q)

10.
Collegial responsibilities of auditors (Q)



11.
Auditors’ responsibility for detection of fraud (Q)



12.
Societal role of independent auditor



13.
SEC’s oversight role for the independent audit function




	2/11/09
	Current Event Report

Lincoln Savings and Loan Continued



	2/16/09
	Current Event Report

ZZZZ Best Company, Case 1.9

Case Topics/Learning Objectives:

1.

Key differences between audits and review engagements (Q)

2.

Identification of critical management assertions (Q)

3.

Audit evidence needed to support management assertions (Q)

4.

Identifying appropriate audit procedures to collect desired types of audit evidence (Q)

5.

Limitations of audit evidence (Q)

6.

Predecessor-successor auditor communications (Q)

7.

Auditors’ responsibility for a client's earnings press release (Q)

8.

Client-imposed restrictions on the scope of an audit (Q)

9.

Content of an audit engagement letter

  10.

Overview of SEC's 8-K auditor change disclosure rules



	2/18/09
	Current Event Report

ZZZZ Best Continued


	2/23/09
	Current Event Report

Happiness Express, Inc., Case 2.3

Case Topics/Learning Objectives:

1.

Audit objectives associated with receivables confirmation procedures and year-end sales cutoff tests (Q)

2.

Selection of receivables for confirmation purposes (Q)

3.

Alternative audit procedures for receivables selected for confirmation (Q) 

4.

Distinguishing between, and among, auditor negligence, recklessness, and fraud (Q)

5.

Auditor responsibility to investigate the possibility of illegal acts perpetrated by client executives (Q)

6.

Need for auditors to identify and consider impact of industry risk factors on a client’s financial health

7.

Need for auditors to document key changes in clients’ business practices

8.

Need for auditors to thoroughly investigate large and unusual year-end transactions 




	2/25/09
	Current Event Report

Campbell Soup Company, Case 2.7

Case Topics/Learning Objectives:

1.

Methods that corporate executives can use to “manage” earnings (Q)

2.

Ethical issues posed by earnings management by corporate executives (Q)

3.

Audit implications of earnings management by client executives (Q)

4.

Proper classification of key items in financial statements (Q)

5.
  Audit procedures appropriate to uncover potential violations of the revenue recognition 

  


rule (Q)

6.

Distinguishing between auditor negligence and auditor recklessness (Q)


7.

Impact of the Private Securities Litigation Reform Act on auditor-related litigation (Q)


8.

Need for auditors to consider recent developments in a client’s industry when planning an audit 



	3/2/09
	Current Event Report

Triton Energy Ltd., Case 3.4
Case Topics/Learning Objectives:



1.

Factors that complicate audits of multinational companies (Q)


2.  
Control activities intended to prevent violations of the Foreign Corrupt Practices Act (Q)



3.  
Effectiveness of control activities (Q)



4.  
Auditors’ responsibilities to detect client violations of the Foreign Corrupt Practices Act (Q)



5.  
Impact on audit risk components of a client’s high-risk business strategies (Q)



6.
  Accountants’ responsibilities when they discover illegal acts perpetrated by their            




  employer (Q)

    
7. 

Auditors’ responsibilities when they discover illegal acts perpetrated by a client (Q)

    
8.
  Cultural differences in business practices and ethical issues posed by such differences for            



auditors and accountants (Q)

    
9.  
Regulatory policies and procedures of the Securities and Exchange Commission (Q)  



	3/4/09
	Current Event Report
Triton Energy Ltd., Continued



	3/9/09
	Current Event Report

Review Day


	3/11/09
	MIDTERM EXAM



	3/23/09
	Current Event Report

Oak Industries, Inc., Case 4.4

Case Topics/Learning Objectives:



1.

Intentional understatements of earnings by audit clients (Q)



2.

Audit procedures intended to uncover revenue understatements and expense overstatements (Q)



3.

Ethical responsibilities of accountants when being pressured to misrepresent their employer’s financial data (Q)




4.

Corporate accountants’ responsibilities when interacting with independent auditors (Q)



5.

Ethical responsibilities of non-CPAs (accountants) vs. CPAs (Q)



6.

SEC’s view regarding the responsibilities of corporate accountants who are aware of  


fraudulent misrepresentations in their employer’s financial statements 



7.

Letter of representations as a form of audit evidence



	3/25/09
	Current Event Report

The North Face, Inc., Case 5.3

Case Topics/Learning Objectives:

1.

Proper treatment of proposed audit adjustments that have an immaterial effect on a client’s financial statements (Q) 

2.

Preventing client from gaining access to materiality thresholds for an audit (Q)

3.

Identifying violations of the revenue recognition principle (Q)

4.

Principal objectives of audit workpapers (Q)



5.

Whether competence of client management should affect planning and performance of independent audits (Q) 



6.

Role of a concurring audit partner on an SEC engagement  



	3/30/09
	Current Event Report

The North Face Continued



	4/1/09
	Current Event Report

Tommy O'Connell, Audit Senior, Case 6.4
Case Topics/Learning Objectives:

1.

Key differences between the professional roles of audit seniors and staff accountants (Q)

2.

Implications for independent audits of interpersonal conflicts between members of an audit

 




engagement team (Q)

3.

Auditor’s responsibility when he or she suspects that a colleague is not completing assigned audit procedures (Q)

4.

Audit partner's responsibility when a subordinate reports that a member of the audit engagement team is not completing assigned audit procedures (Q)

5.  
Need for public accountants to achieve a proper balance between their personal and professional lives

6.

Impact of a lack of client cooperation on the performance of an audit 



	4/6/09
	Current Event Report

Hamilton Wong, In-Charge Accountant, Case 6.7
Case Topics/Learning Objectives:

1.  
Ethical issues related to the underreporting of time worked by auditors (Q)

2.  
Effect of underreporting time worked on quality of independent audits (Q)

3.

Measures needed to mitigate the underreporting of time worked (Q)

4.

Potentially dysfunctional effects of competitive promotion system within accounting firms on quality of independent audits (Q)

5.

Nature of in-charge accountant's work role and responsibilities 



	4/8/09
	Current Event Report

Hopkins v. Price Waterhouse, Case 7.4
Case Topics/Learning Objectives:

1.

Responsibility of public accounting firms to facilitate the career success of their female employees (Q)

2.

Informal employee networks within public accounting firms and related personnel and professional implications (Q)

3.

Nepotism rules of public accounting firms (Q)

4.

Acceptance of female and minority public accountants by clients (Q)

5.

Governmental regulation of private partnerships (Q)

6.

Partnership promotion process of large public accounting firms

7.

Requisite skills for promotion to partner in a major public accounting firm




	4/13/09
	Current Event Report

Bud Carriker, Audit Senior, Case 7.6

Case Topics/Learning Objectives:

1.

Client management effort to influence staffing of audit engagement team (Q)

2.

Racial discrimination within the auditing discipline (Q)

3.

Responsibility of senior members of an audit practice office and/or audit engagement team to protect the civil rights of their subordinates (Q)

4.

Resolution of an ethical dilemma by an audit partner (Q)

5.

Issues relevant to staffing of audit engagement teams



	4/15/09
	Current Event Report

National Medical Transportation Network, Case 7.7
Case Topics/Learning Objectives:

1.  
Responsibility of client executives to disclose financial statement errors to auditors (Q)

  

2.  
Auditors’ responsibility when client personnel allege that client’s financial statements contain material errors (Q)

  

3.  
Impact on auditor independence of client management threats to sue auditors (Q)

   
4.  
Circumstances threatening auditor independence (Q)

  

5.  
Predecessor-successor auditor communications (Q)

  

6. 

Circumstances under which auditors may properly resign from an audit engagement (Q)

  

7.  
Impact of questionable management integrity on an independent audit (Q)



	4/20/09
	Current Event Report

Royal Ahold, N.V., Case 8.2

Case Topics/Learning Objectives:

1.

Impact on a multinational corporation’s reported net income when applying accounting principles other than U.S. GAAP (Q)

2.

U.S. GAAP vs. IFRS:  impact on earnings quality (Q)

3.

Accounting for promotional allowances (Q)

4.

Factors that complicate the audit of multinational corporations (Q)

5.

Components of the fraud triangle (Q)



6.

Identification of fraud risk factors (Q)



7.

Audit procedures effective in uncovering fraudulent accounting (Q)



8.

Nature of audit planning across different types of business operations (Q)



9.

Accounting for intercorporate investments


10.

Conflict between and among the accounting profession’s international regulatory bodies


11.

Need for major international accounting firms to enhance quality and consistency of their





independent audits across the globe 




	4/22/09
	Current Event Report

Royal Ahold Continued


	4/27/09
	Current Event Report

Zuan Yan, Case 8.5

Case Topics/Learning Objectives:

1.

Impact of differing cultural norms across the globe on the ability of the worldwide accounting profession to reach a consensus on important ethical principles (Q)

2.

Impact of differing economic systems on the nature of financial reporting objectives (Q)

3.

Relevance of fundamental accounting concepts and principles within differing economic systems across the globe (Q)

4.

Impact of differing economic systems across the globe on the nature and purpose of independent audits (Q)

5.

Challenges and problems faced by accounting firms when performing audits in countries with authoritarian central governments (Q)

6.

Impact of political forces on the development and evolution of a nation’s accounting profession and independent audit function 

7.

Unique challenges and problems faced by the accounting profession of the People’s Republic of China

8.

Nature and structure of regulatory oversight for the accounting profession and auditing discipline across different nations 

9.

Civil liability of accounting firms 



	4/29/09
	Current Event Report

Australian Wheat Board, Case 8.7

Case Topics/Learning Objectives:

1.

Relevance of Foreign Corrupt Practices Act to foreign companies that sell securities on U.S. stock exchanges (Q)

2.

Responsibility of auditors to detect bribes and related payments by clients to obtain and retain international business relationships (Q)

3.

Audit procedures designed to detect bribes and other fraudulent payments (Q)

4.

Bribes vs. “facilitating payments” (Q)

5.

“Social responsibility” mandate of corporate boards (Q)

6.

Australian Auditing Standards vs. International Standards of Auditing (Q)

7. 

Professional and business risks posed for accounting firms by high-profile clients




	5/4/09
	Personal Financial Planning
Presentation by David Gay (Partner) and Lisa Cattelan (Senior Manager) of Ernst & Young LLP.


	5/6/09
	Career Management
Presentation by Darren L. Goldstein KPMG LLP


	
	Final Exam
9:30 Section: 12:25-2:25pm on Thursday, May 14, 2009

11:00 Section: 7:45-9:45am on Tuesday, May 12, 2009




10
11

