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ASSTRACT

This paper describes the resulty of a
sunvey that focuses on the organzation
and pensonnel of the ED? audit elfort by
CPA lhimy

I surveys 13 firms through 34
responses, arriving at the conclusion that
there are consicerable cillerences
between the careers of EDP and gen-
eralist auciuors. Thewr protab.day of
promoticn, salary scales, tales and back-
greund reguirements ate cory.deradly
c.Ferent from generalaiy’. The sunvey
aho tinds that moswt CPA orga~-1atons
te!y on scme form of centry'.1ed EDP
audit supson bul 1end to use general.
aty loe a2 substantuat porucn of tha
eliort. fDP audity were lound to be most
trequenity biled av part ol the auc.t lee.
A ymall but grow:ng secior of the
respendents had establnhed orintended
to develcp EDP audit areds 33 2 separale
prolit center,

The recond paper of this series will
focus on EDP audit practices by CPA
firms uung the vame sample of 34
tesponses (0 an in depith questionnaire.

)

INTRODUCTION

The EDP audit function tlowly
evolved from an isolated event ona par-
ticvlar audit engagement 1o an impor-
tnt element in the mainttream of the
audht funciion. This evolution however
presenied diflerent facets within ditfer-
ent organizations, '

The study of the develcpment and
curient siate ol the EDP audit lield can
yreld important intormanion for pracu-
tionens. Unlertunately, 3t present, very
httleresearch hay beendone inthis ares.

Th.y paper is the first of 2 two parnt
series which surveys the [DP Aucit prace
tces of 3 small number of CPA firmyin
an edlont to summanize 1he siate-of-the-
an m the field This study used con-
joindy with the [DP Ayc.iors Founda-
tion gudies on the Common Body ol
Krowledge and Control Objectives may
allow auditors 10 ascertain’ (1) where
they e, (2) where they should be, and
{3} how to gel thete in relation 1o EDP
Aude

Thn paper deahiypecilically with two
bhey #pects of the £DP audi funcnion:



1. The organizational structure of the
EDP audut function

2 Career and shkill panerny of EDP

auditors

The specilic issues of how EDP audit
depinmenty are organized, 10 whom
they report, how they budget, and how
they bill for their senvices are to be dis-
cunsed. In additior, questions on EDP
auduor selection, training, background
and other behavioral characieristics are
covered. ‘

The {ollowing section of the paper
desls with the methodology used in this
study, its design, response rates, eic. The
ensuing section covers the organiza-
tional aspects of the EDP audut funcuon
followed by the career and skill patierns
of EDP audnors. The paper is concluded
by a summary of findings and some sug-
gestions for EDP auditors
METHODOLOCGY

The main objective of this paper ks to

perform an exploratory survey ol the
EDP audit field. Considering the sill
rather small number of EDP audit prac-
titioners and engagements It was
decided 10 strive for breadih of cover-
age rather than comprehensiveness. The
wmple was based on the listing of the
EOP audit comminee of the California
CPA Society.

In order 10 detect different practices
among offices of large firms. Bach large
firm was sent S Qquestionnaires, one to be
sniwered by the national office, 2 by
tegional centers and 2 by local offices.

Medium and small size firms (practi- .

tioners) were sent one questionnaire. All
questionnjires were the same and
respondents were assured confidential-
ity. Follow-up questionnaires were sent
to non-tespondenus. The following sec-
tions relate the findings with regard to
-organization and personnel. Findings on
practices are described in the second
paper of this series.

Sample

Out of 70 questionnaires sent to 40

firms, 34 responses were received, cor-
responding to 15 CPA firms, 8 of which
responded with one questionnaire while
the remainder responded with 2 to §
questionnaires.

Of the 34 responses S were from na-
tional offices (representing i1sell or the
firm as a whole) and 29 from local offices
(or firms). From the respondent popula-
tion 37% related 10-large oflices, Z%
medium and 37% small.
ORGANIZATIONAL tSSUES OF
THE EDP AUDIT FUNCTION

One of the areas addressed by the
study was the placement of the EDP
audit function in the firm's organiza-
tional “structure. Questions here con-
cerned whether the office had a sepa-
rate EDP audn depanment, and if so
what the budgeting and billing arrange-
menu for this department were: Partici-
pants were surveyed as 10 the eristence
of » central support staH for EDP audit,
and the division of responsibilities {or
EDP audit tasks between specialists and
accountants-in-charge. In a final organi-
zational area statistics were compiled on
the application of various titles to spe-
cialists in EDP audnt, and of the utiliza-
tion and expectations {irms held of such
specialists, .

EDP Audit Department: Budget and
Billing . '

26'% of the fespondent oflices had &
ieparate EDP pudit depanment, while
71% did not. There appeared to be no
correlation between. the size of the
office and the existence of a“separate
EDP audit department. Small oflices
were &t least as lLikely 1o have such a
separate department as large offices.

Of those offices with a separate
department, 56% reporied that this
department had » separate budget, and
13% reported that this depariment way’
set up as a prolit center. The most preva-
lent billing arrangement for the services
of these deépartments way to incof-
poraie EDP audit cosys into the sudit (ee,




with an occasional special hilling and
very little 1endency to absorb costs into
ovethead o1 to pool covts and allocate to
the spec.fic engagement. Distributions
on these responses on an, always (A},
ohen (O), seidom (8) anc never (N) scale
wan be seenin Figure 1.7

regional level. 10% of offices reported
that their central support staff existed
exciusively at the local level, while 23%,
indicated that at least some of the sup-
pont fucction was locally based. '
Division of Responsibilities for EDP
Audit Tasks

Participants were asked 1o consider .
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small sample seems to indicate that with
the increase of sophistication of the EDP
audit funcuion firms tend 1o incorporate
EDP audit costs as a part of the audit fee
tut also perform and bill separately on
speca! assignments.
Centr2! Support Staf

Participanty were sshed whether a
centeal sepport staff had been set up to
asist wirh IDF audit funciions, and it sa
what level of the organization (national,
regional, or locall it was located on 91%
of tespondents indicated that their office
had access 10 some central support staff
for computer audit. Of those reporting a
central sialt, 61 reponted that this staff
exisied only on the national level, with
87°A reporting at least some national
nput. - -

Only 3% reported a regional only
bocation lor this statf, but 26% indicated
8t least some support sall on the

cate whether the engagement account-
ant-in-charge or an EDP specialist way
given primary responsibility for each of

these tasks. Responses were further

broken down by client slze. Table | sum-
marizes the results. .

For all client sizes, the tavks most {re-
quently auigned 10 2 sproalia were
“freld EOP Audit Work™ ardg “Supervi-
vion of EDP Audit.” 1te mat intre-
quentresponsib.lity for the speciaing was
“Audit Amalysis of Computer Audit
Reports.” Joint responsibility, while rare,
was most frequently seen to occur with
regard 10 SAS #3 Preliminary Review.
Confirming a priori expeciaiions, it was
lound that for all tasks except Audit

Analysis, the number of offices giving
primary responsibility to a - specialist

increased a3 the-size ¢of the client
increased. This increase was most dra-
matic lqv SAS §3 review, apparently
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rellecting the substantially more com-
ples technology demanding compre-
hension at larger clients. -

For small clients, the majority of
offices mide the accountant-incharge’
responsible for EDP audit tasks, Even for
Field EDP Audut 53% ol offices gave
primary responubility to the account-
ant-in-charge. )

With medium-size clients, a majority
of offices gave the accountantin~charge
responubility lor all tasks except Field
EDP, where specialists are given primary
responsuibility by almost 70% of otfices.
With la:zge clients, the accountant-in-
charge retainy responsibility for Audit
Anilysis at most oifices, and, at & shim
plurality of offices, lor “"Supervision of
EDP Audit.”” Far SAS #3 review, how-
ever, more offices were now found to
give primary responsibility to the spe-
Qalint (44%4) than to the accountant-in-

- charge (38°4) with a signi!';cam group

{3+4) considering the review 2 jaint
respontibility.
Application of Tites to EDP Specialists
figure 2 summarizes the responses
described later in Table 1. Considering
solely the prolessional personnel actu-
ally involved in running EDP audits, stalf
levels are tabulated against audit spe-
cialization.

Figure 2 shows EDP audit jobs to be
top heavy requiring considerable
partner/manager involvement. The
figure also indicates that most staff assist-
ants that are used in EDP audit woik 10

- be generalists,

In-3ddition among those offices that
had tull-time EDP specialists, the most
hkely position for them to hold was .
manager (19% of offices} with 3 signifi-
ant second being “other titles” (22%),
perhaps a1 a holdover from the ten-




Figure 2
EDP Audit Involvement
By Stat Level and Specialization
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dency to view these personnel as con-
sultants outside the normal audit struc-
ture. Partner and senior tied at 17%, with
staff assistant the least likely title for the
fully dedicated specialist. The less than
fully-dedicated specialist enjoyed a
much more even distribution, with equal
percentages of otfices using them as
partners, 33 managers, and a3 seniors.
Statl assistant was again an infrequent
use for these personnel. Offices using
genesalnty did indeed use them gen-
erally—most frequenily as staff assist-
ants {31%), but with manager a2 close
second at 28* . and panner and senior at
214, each.
Organiration and Utilizaton
ol EDP Audit Specialists

" Respondents were then asked some
questions about vulization of LDP audu
specuatists first a policy question. “Do
your stall utilization standards provide
for a vanance fiom normal uulization
rates for computer audit speciahing?”
Here the large majority of offices (81%4)
reported no policy diflerence, while
1i% reported that thewr standards
sllowed for a variance on the high side
and €% accepung a low side variance.

39

Respondents were then asked for
their actual experience on specialist as
opposed 10 generalist unlizanon. Here a
much shmmer majority reported ne dil-
ference (55%:) while those finding a dil-
ference were split evenl; into finaing
higher ot lower utilization for the spe-
cialist than for the genernlst. (23%
each). Ay the final question in the
sequence, respondents were asied for
their experience of Compuier Audn
Specialists’ partcipation in practice
development activities. Here 78% ol
offices answered that specialists always
or often ook part in development activ-
ities, while 22% of firms indicared that
they seldom took pan.

Respondents were next asked (o
specily the EDP audit specialists report-
ing chain, together with the criteria and
method for evaluating their perform-
ance. A variety of structures were
reporied. A number of theie can be
chatacterzed as dual supervisor struc-
tures in which the EDP specialist reports
10 both the supervisor of the audit
engagcment and to 3 supervisor with
special technical expertise. This tech-
nical supervisor was ofien based at the
national or New Yorhk office, rather than
wotking with the specidic audit 1eam.
38 ot firms with EDP specialisis
reported a line and function division ol
supervision of this sort \While the
remainder of firms indicated no special
reporting strtucture for the [DP spec.al-
it, this group seems 1o contain boih
those firms that have moved very active-
ly ino the computer 3ucit held and who
are now able to have tDP trained teams,
as well as those firms which have simply
not formulated a stiucture 10 deal with
the addition of specialized members 10
the engagement team One hrm specifi-
cilly noted that while the EDP specialist
currently had no special teporting chain,
an ahernative that would provide special
supavision was being developed.
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PERSONNIL ASPECTS OF THE
EDP AUDIT FUNCTMION
The Audit Function in the Organization

Inthe aggregate, respondents tended
10 use regular audsit staff 1o perlorm
computer audit funclions (41% of the
total effort). A core of computer spe-
cialists formed 29%, of the manpower
utibzed while MAS personnel com-

~ prised 27%,. In a few offices all EDP audn
functions were performed by MAS or
speciahized groups. Conuiderable differ-
ences seem 10 exist berween flirms ay 10
their organmizationa! structures but spes
cific pracuices seem 1o be rather similar
N niture
Cutrent IDP Audit Personnel Charac-
teristicy

tich respondent oftice was ashed 1o
charicleniie ity computer audit person-
nel at each of four levels 43 ether fulk
trme £DP audit specialisty, not fuily dedr
cated EDP auditors or generalist audi-
tors. The responses are summarnized in
Table i, '

This 1able can be read in the follow-
ing mannet: 9% of respondents O
offices out of 34) reported that theu
computer audit pariners or principab
were full-ume vpecialists, 35% that these
positions were held by less than tully

dedicated EDP auditors, and 184 that.
these roles were filled by generalisis. At
the computer audit manager/super-
visor level 21%: of respondents reporned
tull-time specialists, 35% less than full-
time, and 24% had generalists. At the
level of computer audit senior, 9% of
offices used full-time specialists, 35%
used less than fully dedicated, and 26%
used generalists. The data displiyed in
Tatle Il may be explained by two factors:
{1) specialization requires maturation
and expenience thatstaff-auditors do not
possess and, (2) EDP audnors are suill not
fully accepied as “pantners’” in audn
engagements.
Career Path and Growth

The ne:xt question in the question-
naire related 1o career growth possibil-
ey ol (DP 4uditorsy in relation 10 gen-
eral audit personnel. The question was
broken down by job levels and respond-
ents were ashed to indicare how the
opponunities of the EDP specialist com.
pared with those of the generalist at
each level. 55', of the respondents felt
that opportunities for growth to the level
of pariner-in-charge were equal to those
of other personnel, but a significant
group of 5%, feli that opportunities
here were less for the specialist than for



others of the statf. Only 3% of the
respondents indicated that opponu-
nihes here were increased for the spe-
cialint The situation was more balanced
for reaching the partner/principal level,
with #8%, ncdicating equal opporiu-
nitves and 6% each indicating improved
or diminished opportunities Ay we
would have erpected frcm responses on
aciua! perscnnel characienstics oppor-
tuntly perceptions were much more
fa.orable a1 the manager/supervisor
level. wheie 42*y of otlices reporied
increased opportunities, 558'% equal
opportunities and none reporied
decreased chances Asimilar though less
prcnounced pattern was apparent 3t the
senior level where 327, noted incredsed
chances for the specialist, 55 said equal
and none thought specialization
decressed chances.
Salaries

The offices were then asked for com-

parisons between specialist and gen-
eralized audt salarics. 47% reported that
salaties for speciahists were higher, while
$3'4 s3:d that they were the same. None
reporied lower salanes for specialists.
These findings might alio be anuci-
pated. »s the decreared scope of pro-
mouon expectations for EDP specialists
{which on the other hand must be highly
shilied 1n EDP and audit issues) had 1o be
tempensated by financuwl rewards
fducational and Background
Requirements

. The survey next ersmined in some
detad the edutational and background
requirerments eapected tor varous levels
of compuler auci specialst Subject
cltices were ashe for thent erpec-
tations as 10 lype of degree, major,

experience and certilication al
the entry/senior level, for super-
visor/manager positions and for part-
netfprincipal positions.

With regard to degree expected, 85':
of rspondents indicated that a Bache-
lor's degree was the basic degree
required at any ievel. 7%y responcded that
a Musters was the basic requirement lot
any kevel Another 7% indicated 1hai the
expectationincieased from Bachelor's 1o
Maaers {or positions at the supr . is0f
leved and above. None of the respond-
eny expecied a Ph.D. a1 any job level.

Along with the degree responcerts
were ashed (0 indicate the major field of -
study they expected. It was informatice
to tonstruct 3 desirability quotient for
compatison between majors. Inthe table
below the percentage of respondents
expeciing a given major equally with
othey majors is added 1o the perceniage
especting that major eaclusively, in
order 10 yield an indes of relative desir-
lblh). .

R is not surprising to find that the
expectation of an accounting degree
predominates here. Computer Science 1s
lowest on the list of eapectations, which
whie it does not necessanily mean that
firms would not hire holdery of this
major, does seem 10 indicate that this
degree 13 not on the shopping It for a
subgantul number of lirms Somew hat
antenuating these lLindings s the 7%,
group whose exclusne erpected major
for 2n £DP audit specialist s Computer
SCrence.

Sirvey participanty were then ashed
the nurrber ol years of prior expernience
in public accounting and data process-
ing that they would exrpect at each of the

Tabde 11
Major Freld Oen i obilny
Computer
At < ounirng Sianews = rence
Major apeied w ‘Oihery 99" UM
Ay paperiedeciion vels (oL re,
Ocm.b.lu, Q.otiens 39 L
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thiee levels At the entry/senior level a
I hatt of fizms named 2years of public
accconting expenience as thet eapecta-
won, 3% expeied ) years e:penience,
and V8" s eapected 1 year or less. At the
wvpervaor/manager level the average
lergih of public accounting erpenence
cizected rose 1o aboul 4.2 years, with

$5tsof fums falhing inthe 4-Syearrange,.

and 914 of fums encompasied f we
c1pind the range to -6 years. At the
partnet/pancipal level the average rove
10 9 yedis, with 16% especing a low ol
only § years, 32% clusiered in the 7-9
yedars range and 47% eipecting 10-12
years of public accounting experience.

As {ar 23 data procesying expenence
was concerned only 60% of
aniwenng thiy gquestion had any DP
erpenience eapeciations. Of those that
held these erpectations, the average at
the entry/senior level was 4 years, and at
the supervisor/manager level 6 years
were erpected. At the panner/principal
le-elthe percentage ol respondents with
OF especrations droppedio 40%, but for
this 4C% the average e1pectation was
jutt over 7 years.

Pirticipants were also arhed for theur
gipeCitiony concerning gcerulicaton,
cither CPA, CDP, or other, at the thiee
levelh posited. The results appear most
vielul 3y a comparison ol interest in the
Mo certificates for the entry/senior
level of computer audu specialisty 2%

those

42

of the firmsy interviemed expecied 3 CPA,
64 eipected a COP. As for the super-

visor/manager level 50% cipecied a

CPA, while 9% esp2cied 2 CDP. And at

the partner/prnincipd! level 50% again

ecipected 2 CPA 10 9% who expecied a

CPD.The CDPAA wis not mentioned as

itwas not available atthe time of the sur-

vey.

Another interesting dimension of
IDP auduors iy the average level of
ihhouse 1raining they get. Table IV dis-
plays a comparison ol average days of
training given to staff involved in EDP
avditrelating dilferent tasks 10 thetr clas-
slication of generalist vs. EDP audit spe-
cialist,

The above table seems 1o indicate
that 31 the basic EDP training tevel both
specislinty and gereraliyis get about the
same training. However, at the more
sophisticated 1ashy, specualists not only
get more training but also have more
optional Ltaning avadable 1o them. Also,
the most advanced type of tasks involve
contiderable add.uonal optional wain-
ing.

CONCLUSIONS

In conclunion we must tahe these
questionnaie responses 3t their face
value and realize that many of the issues
are generic in nature and relate to per-
ceptions, policies and other subjective
laiors. Some improverment in the reli-
ability of these results could be obtained



by ditect examination of audit lirm per-
sonnel hiles.

Concerning organization, most firms
relied on their regular audit stalls for
most of the EDP sudit related 1ashs but
used specialists for more complex of
advisory roles. However, 3 non-trivial
number of fums were found to base
their EDP audit efforts exclusively on
specialisty,

With tegard to the [DP audiior's
tareer path it was found that sigailicant
ditferences e.isted beiween the spe-
Calists and the audit generalsts Spe-
cialists were higher paid, were pro-
moted somewhat fasier 1o mecum rank-
ing levels o1 given more substantal uitles,
bui had a lower probabiliny of reaching
the highest le.els of the Lirmy

Most EDP auditors were expected to
have accounnng BS degrees and some

* EDP eiperience/training A uend of

increased requirements lor entry at the
diflerent levels in EDP may be develop-
ing. '

The sequel study will describe the
survey findings on the pracuce of EDP
auditing and make suggestions lrom the
flindings of this research etfort.
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