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Objectives

The tenth edition of Auditing, Assurance Services and Ethics in Australia: An Integrated Approach is based
on the fifteenth US edition of Auditing and Assurance Services: An Integrated Approach. It contains
numerous changes and revisions, but the principal objectives and emphasis remain unchanged from the
previous edition. It represents a conscious effort to focus on the Australian auditing environment in
terms of the current practices and standards issued by the Auditing and Assurance Standards Board
(AUASB).

The book is an introduction to auditing for students who have not had significant experience in the
field and is intended for either a full-year or one-semester course at the undergraduate or graduate
level. The book is also appropriate for introductory professional development courses for public
accounting firms, internal auditors and government auditors.

The primary emphasis in this textbook is on the auditor’s decision-making process. We believe that
the most fundamental concepts in auditing relate to determining the nature and amount of evidence
the auditor should accumulate after considering the unique circumstances of each engagement. If
students of auditing understand the objectives to be accomplished in a given audit area, the
circumstances of the engagement and the decisions to be made, they should be able to determine the
appropriate evidence to gather and how to evaluate the evidence obtained.

Thus, as the title of the book reflects, our purpose is to integrate the most important concepts of
auditing with certain practical aspects in a logical manner to assist students in understanding audit
decision making and evidence accumulation. For example, internal control is integrated into each of
the chapters dealing with a particular functional area and is related to tests of transactions. Tests
of transactions are, in turn, related to the tests of details of financial statement balances of the
accounts for the area; and audit sampling is applied to the accumulation of audit evidence rather
than treated as a separate topic. Technology, e-commerce and fraud issues are also integrated
throughout the chapters.

Features of the tenth edition

Auditing regulations

The tenth edition incorporates recently issued auditing standards (ASAs, ASREs and ASAEs),
Accounting Professional and Ethical Statements (APESs), the Framework for Assurance Engagements,
the Explanatory Guide to AUASB Standards Applicable to Review Engagements, and guidance
statements (AGSs and GSs). It includes up-to-date referencing of relevant legislation (including the
Corporations Act 2001) and common law.

Chapter 9 on fraud auditing and expanded fraud coverage

This chapter on fraud auditing examines the auditor’s responsibility for assessing the risk of fraud and
detecting material misstatements due to fraud. The chapter includes coverage of corporate governance
and other factors that reduce fraud risk. Specific fraud risk areas and procedures to detect fraud are
also discussed. Additional references to fraud risks have been integrated into other chapters. The results
from the KPMG A Survey of Fraud, Bribery and Corruption in Australia & New Zealand 2012 are
incorporated within the chapter.

Preface



xii

PREFACE

Increased emphasis on audit quality

There is an emphasis on audit quality, in the context of the role of auditing in corporate governance.
The major changes in relevant regulation, including the changes to the Corporations Act 2001, are
integrated into relevant chapters.

Running case—Rouge Clothing annual report

Extracts from the annual report for the running case of the fictitious Rouge Clothing Company are
included as a full-colour insert at the back of the textbook. Financial statements and other information
included in the annual report are used in examples throughout the book to illustrate chapter concepts.

When Rouge Clothing is referred to in the text, a shopping bag icon is shown in the margin.

Running case—Pinnacle Manufacturing integrated case study

The Pinnacle Manufacturing integrated case represents a larger, multi-division company, and appears
in six parts in Chapters 6, 7, 8, 14 and 15. Each part of the case is included at the end of the chapter to
which the part relates. The parts of the case are connected so that students will gain a better
understanding of how the parts of the audit are interrelated and integrated by the audit process.

Online issues
Each chapter includes Internet-based cases that require students to research relevant auditing issues
online.

ACL Education edition student software supplement
Students are exposed to ACL audit software in the opening vignettes for Chapters 9 and 10. Chapter 10
illustrates the application of audit software using an ACL demonstration showing screenshots.

ACL provides a wide range of opportunities for incorporating computer-assisted audit techniques
(CAATS) in the auditing curriculum. Instructors may use this supplement in conjunction with Chapter
10, The Impact of Information Technology on the Audit Process, which introduces the study of CAATs.
The objectives of this supplement are twofold:

1 developing students’ understanding of CAATs—audit software exercises explore how CAATSs can
assist the auditor in testing audit objectives

2 developing students’ proficiency in global, market-leading audit software—the marketability of
accounting graduates seeking audit-related employment is significantly enhanced through

exposure to ACL.

ACL is generalised audit software used by auditors to extract and analyse data on client’s
computerised systems. Generalised audit software is discussed on pages 352-358 of the textbook.

ACL is a personal-computer implementation of the English-like Audit Command Language. It has
been designed primarily as a powerful auditing tool for easy access to and analysis of data. ACL has a
number of key features.

ACL is installed on the auditor’s personal computer and provides universal access to client data.
The client’s data tables are downloaded to the auditor’s computer and defined to the system so that
data analysis is feasible.

Commands are issued through selections from menus and submenus. Error messages notify the user
if the required data for a command have not been entered correctly. Context—sensitive help is available,
along with a full Windows-style help system. Commands can also be executed interactively through the
command log window. ACL permits both sequential and direct access to data tables. Sequential access
involves a complete pass through the consecutive records in a data table and suits most applications; for
example, locating all records meeting specified criteria. Direct access permits the location of the first
record meeting a criterion or containing a specified key field value (e.g. product number).
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ACL possesses powerful expression evaluation capabilities, thereby allowing the creation of
computed fields—that is, those calculated from other fields, with formulae and functions. Commands
may be batched and executed on request. Groups of commands may be executed concurrently to permit
more efficient processing. All commands and results are automatically saved in the command log. This
provides the auditor with the basis for review of work, a set of working papers and the potential
development of future batch applications. ACL can also extract data to create working audit tables for
further processing, and export data to other applications, such as MS Word. An in-depth study of its use
is beyond the scope of most first auditing courses.

To access the educational ACL software go to https://accounts.aclgrc.com/promo and enter the
promotional code in the front of the book. Further information about the ACL software can be located
at http:/lwww.acl.com/about-us.

Auditing and assurance implications of carbon trading
Chapter 19 has been revised for the Australian developments pertaining to carbon emissions reporting

and assurance requirements.
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Running glossary in the margin
Bolded key terminology and concepts are explained as they occur in the text.

Integrated case study—
Pinnacle Manufacturing
This running case appears in Chapters 6, 7, 8, 14

and 15. When all parts of the case are completed

Online issue D

you will have a very sound understanding of

each stage of the audit and how it relates to the

whole process.

Case study

INTEGRATED CASE APPLICATION
Pinnacle Manufacturing: Part
Iotoduction

Chapter summary

All the material covered in each chapter is

encapsulated in a few paragraphs; a great

Questions and problems
/ REVIEW QUESTIONS

revision tool.

End-of-chapter questions and problems
Review questions, multiple choice questions, discussion questions and problems, case

studies and Internet problems help reinforce your understanding of chapter content.

All questions are keyed to the learning objective to which they correspond so you can
pick and choose the areas you want to work on.

e Appendices
Where appropriate, some chapters will have an appendix to
# Chronological schedule of leading cases .
affecting auditors’ legal liability in Australia extend and exphcate Chapter content.
S I

Extra features
* Rouge Clothing—Extracts from the annual

report for the running case of the fictitious

Rouge Clothing Company are included as a

four-colour insert at the end of the book.

This case illustrates chapter concepts in a

‘real-world’ business context. When Rouge

Clothing is referred to in the text, a shopping
bag icon is shown in the margin.

CLOTHING COMPANY

* ACL software will help develop your proficiency in a global, market-leading audit
software, and give you more marketability as an accounting graduate seeking
audit-related employment.
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What else can | use with this book?

For instructors

The following is available for download from the Pearson catalogue site. Contact your sales
representative for passwords to access this material.

Solutions manual
The solutions manual provides educators with detailed, accuracy-verified solutions to all of the end-of-
chapter problems in the book.

PowerPoint slides
A comprehensive set of PowerPoint slides can be used by educators for class presentations or by students
for lecture preview or review. They include key figures and tables, as well as a summary of key concepts

and examples from the text.

Test bank

The test bank provides a wealth of accuracy-verified testing material. Updated for the new edition,
each chapter offers a wide variety of true/false, short-answer and multiple-choice questions, arranged
by learning objective and tagged by AACSB standards.

ACL software

Educators may use this software in conjunction with Chapter 10 “The impact of information technology
on the audit process’, which introduces the study of CAATs.





