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	1. Title of subject


	Auditing

	2. Subject code
	BAC2664



	3. Status of subject


	Major

	4. Stage


	Degree

	5. Version 


	Date of Previous Version : May 2002

Date of Current Version : September 2005



	6. Credit Hour

LAN Credit Hour Equivalent


	3 



	
	2.67

	7. Pre-requisite


	BAC1614 Fundamentals of Financial Accounting

	8. Teaching staff


	Mr S.Varatharajah; CA(M),FCA(England and Wales)

	9. Semester


	Second (Gamma) Year, Trimester 3

	10. Objective of subject
	To ensure students to gain basic understanding of important auditing concepts with the focus on the external and statutory auditing.

To provide understanding and knowledge to students about the procedures and practical aspects of auditing and the application of auditing standards in the conduct of the audit.

To enable the students to understand the purpose of audit test or audit procedures.

To provide understanding to students about the types of audit report to be issued.



	11. Learning Outcome 

      of Subject


	At the completion of the subject, students should be able to perform the following tasks: 

· Gain a basic understanding of important auditing concepts with the focus on the external and statutory auditing.

· Gain an understanding about the procedures and practical aspects of auditing and the application of auditing standards in the conduct of the audit.

· Gain an understanding about the purpose of audit test or audit procedures. 

· Apply the concepts and processes used by audit and assurance service providers to gather evidence and formulate judgments with respect to the underlying information.
· Gain an understanding about the types of audit report to be issued.



	
	Programme Outcomes
	% of contribution

	
	Acquisition of knowledge and competency in the specialized areas of accounting


	50

	
	Ability to think critically and act ethically


	30

	
	Ability to communicate well


	20

	12.  Assessment Scheme
	Lab 


	Not applicable
	0%



	
	Tutorial / Assignment
	Group assignment 
	20%

	
	Test / Quiz
	· Written exam

(No objectives or MCQs)


	15%



	
	Final Exam
	· Written exam

(No objectives or MCQs,

 3 hour exam)


	65%



	13. Details of subject
	Topics  Covered


	Hours

	
	Introduction to auditing

Purpose of audit

Different between auditing and accounting

Types of audits and auditor

Audit firm and the role and importance of professional accounting body.

Statutory audit and the Companies Act 1965

Auditing Standards


	3

	
	The Requirements of   Company Act 

Auditor’s responsibility, duties and rights.

Auditor appointment, resignation and withdrawal.


	3

	
	Objective and scope of financial statement audit Engagement letter / appointment, basic principles of auditing and responsibility of auditor to detect fraud.


	3

	
	Auditor Report

Objective and format of audit report

Requirement of statutory audit

True and Fair report

Types of audit report under the Companies Act 1965

Conditions requiring qualified report

Materiality and  its importance

Requirement of 9th Schedule

Audit on holding company and its group of companies

Using other auditors’ work

Other information in the audited financial statements
	3

	
	Accounting and internal control system

Fundamental concepts - Definition of controls, Objectives,           Characteristics & Limitations

The importance of internal control to auditor  - The relationship between internal control and audit evidence

Review and documentation the system and control

Assessment and consideration on the control systems

Compliance tests for internal control in transaction cycle

Final assessment of the internal control by the auditor

Internal control limitation 

Definition of internal control by COSO


	6



	
	Audit responsibility, objectives, evidence and procedures

Objectives and responsibility of audit

Overall audit plan and audit programme: 

Types of tests; audit procedures; Types of evidence; Relationship between tests and evidence; Evidence mix; Brief introduction to analytical procedures; Obtaining audit evidence; 

Audit planning; Basic concept on materiality and audit risks; Design of the audit programme; types of audit working papers.


	3

	
	Audit of sales and collection cycle: 

Tests of controls and substantive tests of transactions: Nature of the sales and collection cycle; Business function, documents and records; Internal controls; Objective of audit on sales and account receivable; Test on real transaction; tests of controls and substantive tests of transactions; Audit tests for uncollectible accounts; Balance confirmation including debtors’ balances.


	3

	
	Audit of the acquisition and payment cycle: 

System cycle and internal control; Objective of audit on purchase and account payable; Tests of controls system and internal control; Test on real transactions; Substantive tests of transactions, and accounts payable; Balance confirmation on creditors and accrued liabilities.
	3



	
	Completing  the tests in the acquisition and payment cycle: 

Verification of selected accounts

Audit of  fixed assets and current assets - internal control and objectives of the audit, and test on addition and disposal

physical checks and analysis on depreciation repairs and maintenance

Audit of prepaid expenses

Audit of accrued liabilities

Audit of operations

Capital acquisition and repayment cycle

Basic concept: loan and equity

Consideration on internal controls and objectives of the audit

Companies Act requirement regarding adequacy of records and registers

Characteristics of internal control and audit objective

Confirmation on long term liability including balances

Confirmation on owner’s equity including confirmation with registrar,  confirmation of the members register and shares record,  and auditing the dividends.


	6

	
	Payroll and personnel cycle

Cycle form

Function in a cycle and related documents

Characteristics and objective of internal control

Audit objective of payroll and human resources

Compliance with the laws

Confirmation of basic salary, tax deduction and EPF

Test of controls and real transactions

Test for “dummy workmen”

Inventory and cost of sales cycle

The importance of inventory

Internal control and objectives of the audit

Periodic and perpetual inventory accounting system

Costing system auditing for merchandising and manufacturing

Cut of test procedures : relationship with sales and creditors

Test on distribution: relationship between sales and accounts receivable

Confirmation of the existence and valuation of inventories -

Physical examination of inventories (“stock-take”), and Test of pricing and summary

Lower of cost or market


	6



	
	Cash cycle: receipts, payment and balance

Relationship with other cycle (e.g. sales and purchase cycles)

Consideration on internal control and objectives of the audit

Type of cash: bank, deposit and petty cash

Characteristics of internal control and audit objective

Transaction test for receipts and payment transactions

Confirmation of cash balance: cash count, bank confirmation, bank reconciliation test, review for kiting, teeming and lading.


	3

	14. Teaching and        

      Learning Activities   
	This subject will be delivered using the following means:
· Lecture Hours = 28 hours

· Supervised Tutorial Hours = 14 

              Total Contact Hours = 42


	

	15.  Laboratory
	Not applicable
	

	16. Reading Materials 
	Text


	1. Arens, A.A., R.J. Elder, M.S. Beasley, S.S. Devi, T.M. Iskandar, and S. Isa. 2003. Auditing in Malaysia: An Intergrated Approach, 2nd ed. Prentice Hall, Kuala Lumpur.



	
	Reference (s)
	1. Messier, W.F. and M. Boh. 2004. Auditing and Assurance Service in Malaysia. 2nd ed. McGrawHill, Kuala Lumpur.

2. ______ 2005. Malaysian Approved Standards on Auditing. MIA. Kuala Lumpur.

3. _______2005. MIA By- Laws on Professional Conduct and Ethics. MIA. Kuala Lumpur.
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