AIS 630

Audit and Assurance Services

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:  

2:30 - 3:45 M/W   (1195 Grainger)


	Required Materials:

· Rittenberg, L., B. Schwieger, and K. Johnstone, Auditing: Concepts for a Changing Environment, Sixth Edition, Thomson Publishing, 2007.

Course Website: http://instruction.bus.wisc.edu/kjohnstone/ais_630/
Office Hours: 1:00 - 2:00pm MW and all day Thursday and Friday by appointment.

	COURSE OBJECTIVES:  Students need to develop and demonstrate:

ASSURANCE SERVICES, AUDITING, AND RELATED BUSINESS KNOWLEDGE

· You will be given an opportunity to gain an understanding of the theory and practice of assurance services in general, and auditing in particular. Assurance services are those that improve the context or quality of information for a variety of decision-makers (e.g., providing assurance that a computer system is capturing and recording information accurately). Auditing is a special type of assurance service, one that includes the accumulation and evaluation of evidence about a company's financial and non-financial information to make and report a judgment about the relationship between the reported information and established criteria.  

· You will be given an opportunity to gain an understanding of the judgments commonly made by auditors, including judgments about the evaluation of client-related risks, the accumulation and evaluation of audit evidence, and the issuance of an appropriate audit report.

· This course is valuable to all students who wish to sit for the CPA exam, since completing this course is required for that exam. This course is of obvious benefit to students wishing to become external auditors - it provides insight on professional standards, and the application of those standards to the audits of client financial statements. It is also beneficial for students wishing to conduct internal or governmental audits because the judgment processes involved in external auditing are similar in those professional contexts. Students planning to become financial analysts, financial managers, or tax professionals will find this course beneficial because understanding the role of external auditors in the financial reporting process is key to understanding how management compiles financial statements that regulators and creditors will accept. Overall, this course yields knowledge about how external audits provide the credibility necessary for financial statements to add value in the capital markets. 



	CRITICAL THINKING SKILLS

· Critical thinking is a rational response to questions that cannot be answered definitively and for which all the relevant information may not be available. Critical thinking is an investigation whose purpose is to (1) analyze a problem, (2) arrive at a conclusion that integrates all available information, and (3) justify that conclusion convincingly to others.  You will be given an opportunity to develop critical thinking skills by learning how to make audit judgments in the context of group learning and interaction tasks, and written and oral communication tasks. 

· You must recognize that auditing is not like most of your previous accounting courses where you could reach a defined textbook answer.  This course is aimed at developing and internalizing a model for making audit judgments.  Thus, you will need to apply the concepts by engaging in critical thinking about them.  




	COURSE REQUIREMENTS

	· EXAMINATIONS AND PAPERS:  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 multiple choice/true-false questions. Make-up exams will only be given for cases of documented emergencies or university-scheduled events or conflicts. You will also write a paper and complete group activities to help you consider the relationship between financial reporting, auditing, and ethics. 


	· GROUP ACTIVITIES:  You will complete a group negotiation case and you will participate in a variety of less formal group activities in class. 



	· PROFESSIONAL BEHAVIOR:  All participants must engage in appropriate professional behavior.  Professional behavior 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 should read the chapter prior to class, complete assigned problems, enthusiastically engage in class discussion, and actively participate in group activities. Consider the following additional points as you prepare for class: 


	1. Complete the Review Questions for each assigned chapter. The answers will be posted on the course website. We will not discuss these questions specifically in class. These questions are designed to assure that you have a basic understanding of the concepts. I will take it as a given that you have read and understand the answers to these questions following the completion of each chapter.
2. Be prepared to discuss all readings and homework on the dates assigned.  Homework problems will be collected on a surprise basis six times during the semester, and you may drop the lowest score.  The homework must demonstrate a level of preparedness that allows for in-class participation. The important thing is to have thought about the questions and to be prepared to discuss them.  

	3. The course will be taught primarily in a discussion mode.  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.  

	4. The points for professional behavior will vary from 0-50.  As a guide, a 50 will be given to a person who attends class every day, is prepared, volunteers answers, asks good questions, and discusses interesting opinions.  A 35 will be given to a person who does all of the above, but only occasionally volunteers thoughtful questions and opinions.  A person who attends every day, but rarely volunteers an answer will get 15-20 points.  Lack of meaningful participation and sporadic attendance will result in 0 points.  
5. Finally, 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
	150 points
	

	Final Exam
	250 points
	

	Ford/Toyota Group Case
	100 points
	

	Group-negotiation case
	25 points
	

	Randomly Collected Homework
	50 points
	

	Ethics Paper
	50 points
	

	Professional behavior
	50 points
	

	Total Points
	675 points
	


COURSE SCHEDULE

	DATE
	CHAPTER
	TOPIC, ASSIGNMENT, AND NOTES

	1/21/09
	1
	Topic: Auditing: Integral to the Economy
Review Questions: 1-31

To Do Items: Locate the Ford and Toyota materials on the course website.

	1/26/09
	2


	Topic:  Corporate Governance, Audit Standards
To Do Items: Ford and Toyota group activity (read material prior to class and be prepared to interact with your group in class). Also read the NYSE corporate governance guidelines located on the course website.
Review Questions: 1-36.

Homework: Read and summarize in two single spaced pages of text (max) sections 101-104 of the Sarbanes-Oxley Act.

	1/28/09
	18
	Topic: Professional Liability
Review Questions: 1-27
Homework: 42, 47, Read and summarize in two single spaced pages of text (max) sections 105, 802 and 1102 of the Sarbanes-Oxley Act.

	2/2/09
	4
	Topic:  Audit Risk and a Client’s Business Risk
Review Questions: 1-34

	2/4/09
	4
	Topic:  Audit Risk and a Client’s Business Risk

Homework:  55, 57
To Do Items: Ford and Toyota group activity (read material prior to class and be prepared to interact with your group in class).

	2/9/09
	5
	Topic:  Audit Evidence: A Framework
Review Questions: 1-25
Homework: 38, 42

	2/11/09
	5
	Topic: Audit Evidence: A Framework
Notes: Read and summarize in two single spaced pages of text (max) Auditing Standard No. 3 of the PCAOB (audit documentation). See www.pcaobus.org to download.
To Do Items: Ford and Toyota group activity (read material prior to class and be prepared to interact with your group in class).

	2/16/09
	6
	Topic:  Internal Control over Financial Reporting
Review Questions: 1-31
Homework: 51, Read and summarize in two single spaced pages of text (max) Auditing Standard No. 5 of the PCAOB (integrated audit of internal control). See www.pcaobus.org to download. 

	2/18/09
	6
	Topic:  Internal Control over Financial Reporting

To Do Items: Ford and Toyota group activity (read material prior to class and be prepared to interact with your group in class).
Homework: Read and summarize in one single spaced page of text (max) sections 302 and 404 of the Sarbanes-Oxley Act.

	2/23/09
	7
	Topic:  Performing an Integrated Audit

Review Questions: 1-23.

	2/25/09
	7
	Topic: Performing an Integrated Audit

To Do Items: To Do Items: Ford and Toyota group activity (read material prior to class and be prepared to interact with your group in class).

Homework: 34, 37, 45

	3/2/09
	
	MIDTERM EXAM



	3/4/09
	9
	Topic:  Auditing for Fraud
Review Questions: 1-34

Notes: Return of midterm exam and related discussion.

	3/9/09
	9
	Topic: Auditing for Fraud

Homework: 47, 57
To Do Items: To Do Items: Ford and Toyota group activity (read material prior to class and be prepared to interact with your group in class).

	3/11/09
	10
	Topic:  Audit Sampling
Homework: 37, 39

	3/23/09
	10
	Topic: Audit Sampling

Homework: 42, 43, 44

	3/25/09
	11
	Topic:  Auditing Revenue and Related Accounts
Review Questions: 1-39

	3/30/09
	11
	Topic:  Auditing Revenue and Related Accounts

Homework:  54, 58, 59

	4/1/09
	11
	Topic:  Auditing Revenue and Related Accounts

To Do Items: To Do Items: Ford and Toyota group activity (read material prior to class and be prepared to interact with your group in class).

	4/6/09
	12
	Topic:  Audit of Acquisition Cycle and Inventory
Review Questions: 1-39
Homework:  50

	4/8/09
	12
	Topic: Audit of Acquisition Cycle and Inventory 

Homework:  53, 55
To Do Items: Ford and Toyota group activity (read material prior to class and be prepared to interact with your group in class).
Notes: Introduce Auditor-client negotiation case from course packet

	4/13/09
	12
	Topic: Auditor-client Negotiation

Due: Hand in group portion of negotiation case, and complete the group interaction process during class.

	4/15/09
	13
	Topic: Auditing Cash and Other Liquid Assets

Review Questions: 1-23

	4/20/09
	13
	Topic: Auditing Cash and Other Liquid Assets

Homework: 41, 43
To Do Items: Ford and Toyota group activity (read material prior to class and be prepared to interact with your group in class).

	4/22/09
	14
	Topic:  Audit of Long-lived Assets and Related Expense Accounts

Review Questions: 1-21

Homework:  30, 35, 42
To Do Items: Ford and Toyota group activity (read material prior to class and be prepared to interact with your group in class).

	4/27/09
	16
	Topic:  Completing the Audit
Review Questions: 1-19

Homework: 36 and 41, and read and summarize in two single spaced pages of text (max) sections 201-204, 301, and 407 of the Sarbanes-Oxley Act.
Note: Discuss course packet article in class.

To Do Items: Ford and Toyota group activity (read material prior to class and be prepared to interact with your group in class).

	4/29/09
	17
	Topic: Communicating Audit Results (pp. 678-699 only)
Review Questions: 1-14

Homework: 41, 42
To Do Items: Ford and Toyota group activity (read material prior to class and be prepared to interact with your group in class).

	5/4/09
	3
	Topic: Understanding and Meeting Ethical Expectations
Notes:  Discuss the Ghost Tickmarking case
To Do Items: Ford and Toyota group activity (read material prior to class and be prepared to interact with your group in class).

	5/6/09
	3
	Topic: Understanding and Meeting Ethical Expectations
Notes: Discuss articles and ideas from your paper; review and be prepared to discuss Accounting Department website on ethics issues at www.bus.wisc.edu/accounting/resources_for_students

Due: ETHICS PAPER DUE,  FORD/TOYOTA PAPER DUE

	Final Exam

Wednesday
May 13

	
	Place:  To be announced.  

Time:  12:25-2:25pm
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6

