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ABSTRACT

CPA firms adopt different audit technologies in order to (1) deliver
audits in conformity with generally accepted auditing standards, (2)
maximize efficiency, and (3) satisfy clients’ demands for service. This
paper describes the major ways in which the audit approach of Peat
Marwick International differs from that of other firms. One major dif-
ference relates to the use of judgment aids. Such aids are used pri-
marily in the area of determining the extent of audit work, including its
principal determinants: materiality and the sources of reliance other
than the substantive audit tests (internal control and inherent risk).

THIS paper identifies certain fea-
tures of the audit approach of Peat Mar-
wick International (PMI) that appear to be
unique or nearly so. The entire PMI audit
approach is not described because it ob-
viously shares many elements with the
audit approaches of other large, interna-
tional firms, all operating within generally
accepted auditing standards as established
by the American Institute of Certified Pub-
lic Accountants (AICPA) and the Interna-
tional Auditing Practices Committee
(IAPC) of the International Federation of
Accountants.

Each firm differs from the others in
various minor aspects of its procedures, ap-
proaches, terminology, working paper
forms, and details of performance. Where
PMTI’s audit approach differs only in these
matters of detail, the differences are not

described. Rather, this paper is confined to
those differences that (1) are most impor-
tant to the audit process and (2) are rela-
tively new developments based upon PMI’s
audit research program. Because it would
be impossible to fully describe and discuss
policies and procedures that occupy many
pages in the firm’s policy manual, the items
reported in this paper appear only in sum-
mary form.

Because it is not an easy matter to or-
ganize a paper consisting solely of selected
aspects of a firm’s auditing approach, a
standardized description of the audit pro-
cess developed by Professors James Loeb-
becke and Barry Cushing of the University

Robert K. Elliott is a partner at
Peat, Marwick, Mitchell & Co., New
York.

Copyright © 2001 All Rights Reserved



of Utah is used. Loebbecke and Cushing
are engaged in a research project to com-
pare and contrast the audit approaches of
twelve large CPA firms, as they relate to
generally accepted auditing standards. The
project is funded under the Peat Marwick
Mitchell Foundation’s Research Oppor-
tunities in Auditing program. The Loeb-
becke and Cushing (L-C) model is outlined
in Figure 1.

This paper describes the audit approach
of PMI rather than that of Peat, Marwick,
Mitchell & Co. (PMM) in the U.S. The
PMI Audit Manual is used on all PMM
audits throughout the world. Because PMI
operates in many countries, the PMI Audit
Manual is based upon the auditing stan-
dards of IAPC plus any additional require-
ments of the countries with well developed
auditing standards, such as the United
States. The use of a worldwide audit
manual permits enhanced communications
in multinational audits; all offices of the
firm are working with common policies,
procedures, and terminology.

Several of the unique features of the
PMI audit approach described in this paper
have this in common: they reflect the use of
judgment aids in PMI’s practice to the ex-
tent feasible. These aids have been devel-
oped in response to PMI research projects
that have identified auditor judgment vari-
ability. Such judgment aids do not replace
auditor judgment — rather they focus
auditor judgment on those matters that are
most relevant and most susceptible to
human judgment. It is beyond the scope of
this paper to discuss the PMI research proj-
ects and the theory underlying the judg-
ment aids. However, the results of one of
the research projects is publicly available.
“Internal Accounting Control Evaluation
and Auditor Judgment’’ by Theodore J.
Mock and Jerry L. Turner was published
by the AICPA in 1981 as Auditing Re-
search Monograph No. 3.
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FIGURE 1
Loebbecke-Cushing Audit Model

1.0 Pre-engagement activities
1.1 Accept/reject new clients
1.2 Establish terms of engagement
* 1.3 Assignment of staff
2.0 Planning activities
2.0 Planning (general)
2.1 Obtain knowledge of the business
2.11 Preliminary analytical review
* 2.12 Appraisal of risk
* 2.2 Preliminary determination of materia-
lity
* 2.3 Review of internal accounting control
2.31 Preliminary phase
2.32 Completion phase
2.4 Develop overall audit plan
* 2.41 Determine appropriate reliance
on internal control
* 2.42 Design compliance testing proce-
dures
* 2.43 Design substantive procedures
2.44 Write audit program
3.0 Compliance testing activities
4.0 Substantive testing activities
4.1 Conduct substantive tests of transac-
tions
4.2 Conduct analytical review procedures
4.3 Conduct tests of details of balances
4.4 Post-balance-sheet review procedures
4.5 Evaluate results of substantive proce-
dures
4.6 Obtain representations
5.0 Opinion formulation and reporting activi-
ties
5.1 Review financial statements
5.2 Review audit results
5.3 Formulate opinion
5.4 Draft and issue report
6.0 Continuous activities
6.1 Supervise conduct of examination
6.2 Review work of assistants
6.3 Consider appropriateness of continu-
ing relationship with client
6.4 Make required special communications
6.5 Consult with appropriate persons in
connection with special problems
6.6 Document work performed, findings,
and conclusions in appropriate work-
ing papers

*

*Unique PMI features discussed in this paper.
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ASSIGNMENT OF STAFF (1.3)

PMI standards require the use of two
classes of specialists that are not typically
used by other firms: statistical specialists
and computer audit specialists. In the fol-
lowing paragraphs, how these specialists
are trained and used in the U.S. is de-
scribed.

Statistical Specialists

PMM has trained a group of Statistical
Audit Specialists (SASs). The training con-
sists of approximately 80 hours of self-
study and 100 hours of classroom study.
The training materials focus on auditing
concepts, monetary unit sampling
methods, and classical sampling methods.
Presently, PMM has about 350 SASs in the
U.S.

SASs are required to evaluate the effi-
ciency and validity of all new statistical,
substantive tests of details before they are
executed. SASs are also required to evalu-
ate all executed statistical, substantive tests
of detail for validity and fulfillment of the
audit objectives.

Statistical sampling methods impose
certain formal requirements. Failure to
meet these requirements may leave the
auditor in an indefensible position. The
purpose of the SAS program is (1) to assure
that the most efficient sampling methods
available are selected and (2) to assure that
the methods are validly and defensibly
applied.

Computer Audit Specialists

PMM has developed three levels of
computer audit specialists to respond to the
variety of computer audit needs of its prac-
tice. A recent study conducted by PMM
showed that about 70 percent of PMM’s
clients have significant computerized ac-
counting applications.

At the first level is the Computer Pro-
cessing Specialist (CPS). CPS training in-

cludes approximately 60 hours of self-study
and 52 hours of classroom study. After
completing CPS training, auditors are cap-
able of coding and executing generalized
computer audit programs using PMM'’s
System 2190 and coding job control state-
ments. Typically, CPSs are staff level ac-
countants. Presently, PMM has about 320
CPSs in the U.S.

The second level of computer specialist
is the Computer Audit Specialist (CAS).
CAS:s are trained from the ranks of CPSs
who have demonstrated an above-average
aptitude for computer auditing. CAS train-
ing consists of approximately 44 hours of
self-study and 80 hours of classroom study.
After completing CAS training, auditors
are capable of planning computer audits,
reviewing and evaluating EDP internal ac-
counting controls, directing the work of
CPSs, and advising clients on EDP control
matters. The level of CAS training is in-
tended to permit CASs to deal with the ma-
jority of computerized accounting applica-
tions. Presently, PMM has about 800 CASs
in the U.S. They are required to be in-
cluded in the audit teams for all clients with
significant computerized accounting appli-
cations.

The highest level of computer specialist
is the Senior Computer Audit Specialist
(Senior CAS), which is intended to be a ca-
reer position. Each Senior CAS receives
training, tailored to his individual needs, of
200 hours the initial year and 80 hours per
year thereafter. This training is designed to
bring the person up to the level of skills
necessary to deal with complex EDP appili-
cations, such as distributed processing,
integrated data bases, and teleprocessing.
Senior CASs are partners or managers with
partner potential. Currently, there are ap-
proximately 34 Senior CASs in the U.S.

' The reference numbers correspond to sections of
the L-C model in Figure 1.
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Senior CASs are required to be included in
the audit teams for all clients with complex
computerized accounting applications.

APPRAISAL OF RISK (2.12)

PMI considers inherent risk, among
other factors, in designing an audit. In-
herent risk is defined as the risk of a mate-
rial error occurring in a specific assertion in
the financial statements absent the
operation of internal control. The consid-
eration of inherent risk is not so much an
overall risk assessment for the client as it is
a specific risk assessment related to specific
assertions in the financial statements.

The auditor considers various factors in
evaluating inherent risk. These include, for
each assertion, the monetary amount, the
susceptibility of related assets to theft or
misappropriation, the complexity of deter-
mining amounts to be entered in the ac-
counting records, the degree of manage-
ment judgment required, the degree to
which external conditions or events affect
the value, the past history of errors, the de-
gree to which client financial conditions
may motivate management to misstate the
assertion, and the experience level of per-
sonnel involved in related accounting func-
tions.

The assessment of inherent risk affects
the nature, extent, and timing of substan-
tive audit procedures. Currently, the
assessment of inherent risk and the use of
the assessment is a matter of auditor judg-
ment. However, PMI is now conducting re-
search to attempt to quantify inherent risk.
The objective is to develop statistical rela-
tionships between the inherent risk factors
and material errors in the financial state-
ments on actual audits. If this research is
successful, a judgment model will be devel-
oped to permit specific adjustments in the
nature, extent, and timing of audit proce-
dures based on the auditor’s assessments of
inherent risk factors.
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PRELIMINARY DETERMINATION
OF MATERIALITY (2.2)

PMI determines a specific measure of
materiality for planning purposes. This
measure is referred to as ‘‘gauge’’ (G). G is
based on a statistical study of PMI audits
which were used to calibrate the average
level of precision achieved on audits per-
formed by the firm. A detailed discussion
of G is beyond the scope of this paper, but
the relationship is as follows:

G = 1.6 x (the greater of assets or
revenues)??

For example, a company with $35 million
in sales and $20 million in assets would
have a G of $170,000.

G is computed at the beginning of the
audit (based on estimated sales and assets
as of the audit date) and used throughout
the audit for the design of substantive audit
procedures (see Section 2.43 below). The
assets and sales used in computing G are
those of the financial statements to which
the opinion will apply. For a consolidated
group with only one opinion at the consoli-
dated level, G would be used for all sub-
stantive audit tests, regardless of where ap-
plied. Thus G is an important part of the
instructions to participating offices in a
multi-office audit engagement. (When part
of the engagement is overseas, G is trans-
lated into the foreign currency at prevailing
exchange rates.)

The gauge computation is sensitive to
inflation. That is, inflation alone would
drive up audit scopes, everything else being
equal. Therefore, the gauge formula is ad-
justed periodically for inflation,

REVIEW OF INTERNAL
ACCOUNTING CONTROL (2.3)

PMI has developed a method of docu-
menting internal control known as SeaDoc,
for Systems Evaluation Approach: Docu-

Copyrnght © 2007 ATRIghts Reserved
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mentation of Controls. It was developed
specifically for audit purposes. The method
includes flowcharting, but it is different
from traditional systems flowcharting. It
focuses on three types of controls: (1) pro-
cessing controls, (2) boundary controls,
and (3) safeguard controls. Each is briefly
discussed below.

Processing Controls

Processing controls are controls over
the processing of accounting information
from the point at which debit and credit en-
tries can be made to the point the informa-
tion enters the financial statements. Since
information is routed in many directions in
an accounting system, and much of it does
not affect the financial statements (and is
therefore irrelevant to the attest function),
SeaDoc is designed to focus exclusively on
information flows affecting the financial
statements. The fundamental technique is
to work backward from the financial state-
ments to the origin of the information.

The auditor preparing a processing con-
trol point flowchart starts with a financial
statement amount (or footnote disclosure
amount) and asks where the information
comprising the amount comes from. He
documents the answer and then asks where
that information comes from. This process
continues until the auditor reaches the
source of the information, which is either
an exchange between the client and an un-
related entity or an internal event called an
allocation. Thus the flowchart depicts all
the relevant information flows from ex-
changes and allocations to the financial
statements.

The SeaDoc principle is that every time
information is either created (for example,
in an exchange), changed (for example, by
aggregation), or transferred (for example,
in a posting operation), there are two types
of error that can occur: (1) the information
may be inaccurate or (2) an item of infor-

mation may be gained or lost. Thus, every
time information is created or trans-
formed, there is a need for (1) an accuracy
control and (2) a population control.

After the auditor has completed the
control point flowchart, he searches for
missing exchange types. It is possible that
certain exchange types are not being re-
corded — for example, scrap sales or
executory contracts. The auditor considers
exhaustively what exchange types could
apply to the entity he is auditing and veri-
fies that each is represented in the complete
SeaDoc flowcharts.

Figure 2 shows a SeaDoc control point
flowchart. Note that the top of the flow-
chart represents amounts in the financial
statements (the ‘“T account’’ symbol). The
bottom of the flowchart represents ex-
change types of the client (the pentagonal
symbols). Between are represented the pro-
cesses (rectangular symbols) and informa-
tion storage media (the ‘‘document’’ sym-
bols, which can include machine-readable
documents) leading from the exchange to
the financial statements. Each process has
two required controls (represented by
circles): a population (P) and an accuracy
(A) control. The auditor searches for popu-
lation and accuracy controls that would
meet the objectives of each circle. If he
finds controls that would be effective if
properly performed, he notes their pres-
ence in the circle and describes them on a
separate worksheet. If not, he leaves the in-
side of the circle blank and notes a missing
control (MC). Thus, when the flowchart is
complete, each filled-in circle represents a
system strength and each empty circle rep-
resents a system weakness. (Controls will
be compliance tested, of course, before
they are relied upon.)

A completed SeaDoc control point
flowchart is a parsimonious representation
of the specific aspects of a processing sys-
tem of concern to the auditor. It omits ir-
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relevant detail. SeaDoc flowcharts are typi-
cally much less voluminous than tradi-
tional systems flowcharts.

Boundary Controls

Under SeaDoc, boundary controls are
documented for each major exchange type.
Boundary controls are controls over the
collection of information about exchanges.
The name “‘boundary’’ is derived from the
notion that the exchange of goods, serv-
ices, and so forth takes place at the entity’s
boundary. Boundary controls include
population controls (Is information about
all, but no extra, exchanges captured?) and
accuracy controls (Are the names, descrip-
tions, amounts, and dates accurate?). Au-
thorization controls are treated as a type of
population control.

Segregation of duties is also analyzed at
the boundary. The reason is that conflict-
ing duties can be exploited by an employee
for his own benefit. But for an employee to
benefit, he must be able to separate some-
thing of value from the entity. This, by
definition, must happen at the boundary.

A basic concept in SeaDoc is that the in-
formation captured at the boundary must
be reasonably accurate and complete or the
entity is unauditable., Thus every audit
must rely on the integrity of the informa-
tion-gathering activities at the boundary.
The reason is as follows: if the information
to be processed is not reasonably accurate
and complete, the effectiveness of many
substantive audit procedures will be dimin-
ished. Verifying the accuracy with which
erroneous information is processed, for ex-
ample, has limited value.

Safeguard Controls

Safeguard controls are controls over
valuable, movable assets — specifically,
custodial and accountability controls. Cus-
todial controls for each locus of asset ac-
countability include procedures to restrict

access, to ensure that assets enter or exit
only on the basis of an authorization, and
to ensure that incoming and outgoing as-
sets are counted, inspected, and assigned to
the responsibility of a particular person or
department. Accountability controls con-
sist of periodic comparisons of physical as-
sets with recorded accountabilities and ver-
ification of condition or marketability.

SeaDoc documents safeguard controls
for all valuable, movable assets. These may
include inventory, movable equipment (for
example, automobiles), and intangible as-
sets (for example, cash and securities).

DETERMINATION OF
APPROPRIATE RELIANCE ON
INTERNAL CONTROL (2.41)

The PMI audit approach does not call
for an evaluation of ‘‘the system’’ of in-
ternal controls or any other aggregation of
controls that does not relate to a specific fi-
nancial statement assertion. The SeaDoc
flowcharts and other documentation are
used only in the design of substantive audit
procedures under step 2.43 below. As audit
procedures are designed for each assertion,
the SeaDoc documentation is reviewed to
determine whether relevant controls are in
effect to prevent errors in that specific as-
sertion.

DESIGN OF COMPLIANCE
TESTING PROCEDURES (2.42)

When compliance tests of details are to
be performed, PMI policy requires, in ef-
fect, statistical, sequential sampling for at-
tributes. The sample is required to be *‘rep-
resentative,’”’ which can be achieved either
informally or by use of random selection.
In either case, the sample size and evalua-
tion are based on sequential attribute
sampling methods. Figure 3 is the PMI
worksheet for compliance tests of details.

Copyright © 2001 All Rights Reserved



Auditing, Spring 1983

FIGURE 3

COMPLIANCE TEST OF DETAILS WORKSHEET

Compliance test 1s related to the following substantive test(s). (no entry necessary for test of boundary control not relied
upon to modify substantive testing)

If the substantive test 1s a test of details, enter reference for Substantive Test of Details Worksheet

Control(s} being compliance tested with this test

Control feature(s) Documented feature(s) Defimition_of deviauon(s)

Evaluate Extent of Internal Control Reliance
® Planned restriction of substantive test based on internal control: Enter  Planned Actual

If planned restriction 1s
Maximum 3
Moderate 2
Little 1
None 0 —— ———

® Timing of planned substantive test. (A)

If planned substantive test 1s
Enter

At or near balance sheet date (or includes
virtually the entire period under audit) 0
Within 2 months of balance sheet date (or
includes 10 months of period under audit) |
More than 2 months from balance sheet date
(or includes less than 10 months of period
under audit)
Total Reliance Poi

Sample Evaluation Table
. Actual Reliance points warranted
Sample Size Table deviations for sample size
Total reliance in_sample(C) 10 20 30 40 50 60 80 100
points planned  Sample size 0 1 2 3 4 s N/A N/A N/A
0 0 1 0 1 2 3 4 5 5 5
l 10 2 0 0 | 2 3 4 5 5
2 20 3 o o0 o 1 2 3 4 5
3 30 4 0 0 0 0 1 2 3 4
4 40 5 o o0 o0 o0 0 1 2 3
5 50 6-7 6 0 o0 0 0 0 1 2
8-9 0 0 0 0 0 0 0 1
10 or more 0 0 0 [} 0 0 0 0

(A) If controls are relied upon to modify timing of substantive tests, the additional comphiance sample items will often
be selected from the roll forward period.

(B) Mimmum number of points for reliance on a boundary control 1s 2.

(C) If deviations are found, consider their nature and cause and consider whether the indicated reliance 1s appropriate.
If rehance points warranted are less than rehiance points planned, describe compensating test or changes in related planned
substantive test(s):
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Note that “‘reliance points’’ (see the
block in the center of Figure 3) are based
on the planned degree of reliance on in-
ternal control. The factors considered in
determining reliance points are the planned
degree of restriction of the related substan-
tive test and the timing of the substantive
test.

Based on the number of reliance points
needed, a sample is taken and evaluated. If
compliance deviations are discovered, the
extent of reliance must be reduced or addi-
tional sample items must be taken. Of
course, if controls are not being satisfac-
torily complied with, samples will seldom
produce results with few enough errors to
justify reliance.

Obviously, the auditor must decide,
both before and during the compliance
test, whether the potential reduction of
substantive tests through reliance on in-
ternal control justifies the expense of the
compliance test.

DESIGN OF SUBSTANTIVE
PROCEDURES (2.43)

There are two unique aspects of design-
ing substantive audit procedures in PMI:
the approach to selecting procedures and
the method of determining substantive
sample size. Each is discussed below.

Selecting Procedures

PMI auditors select audit procedures by
use of audit program matrices. These ma-
trices have two axes: the columns represent
assertions/audit objectives, and the rows
represent audit procedures. One can visua-
lize a large matrix with columns for all fi-
nancial statement assertions and rows for
all possible audit procedures. Each cell in
this matrix indicates the effectiveness of the
row procedure in providing evidence to
assess the column assertion. In practice,
such a matrix would be very large. A prac-
tical way to organize the matrix is therefore

to break it down by cycles, thus achieving a
fairly dense relationship of procedures and
assertions. Figure 4 is a sample matrix for
cash balances. (This matrix was chosen not
because it is the most interesting, but be-
cause it is the smallest matrix, thus conve-
nient for reproduction. The revenue ma-
trix, by contrast, has about twelve times the
number of cells.)

Several points should be noted. First,
the assertions are subdivided into over-
statement and under-statement objectives
because many audit tests are asymmetric in
their detection power. Second, the top rows
of each matrix pertain to internal controls:
processing, boundary (which does not
apply to cash balances), and safeguard.
The objective of this is to have the auditor
fully consider the strength of internal con-
trols relative to a specific assertion. Audi-
tors consider this information in relation to
audit gauge (see 2.2. above), the monetary
amount of the assertion, and the inherent
risk of error in the assertion (see 2.12
above). This joint consideration enables
auditors to determine whether to design
strong substantive procedures to provide
evidence sufficient to assess the assertion,
weak procedures, or perhaps no procedures
because the risk of misstatement is already
sufficiently assessed. In the matrices, ‘‘S”’
signifies a strong procedure, ‘“W’> a weak
procedure, ‘L’ a limitation on the proce-
dure, and so forth. A battery of weak pro-
cedures may be used in place of a strong
procedure.

An “‘R” beside a procedure indicates
that the procedure would also supply evi-
dence to assess assertions on other ma-
trices. The ‘‘Related evidence’’ procedures
refer to evidence that may be supplied by
procedures specified on other matrices (the
inverse of the ‘“R”’).

The auditors use the matrices as fol-
lows, First, they mark off on the matrices
all procedures that are required to be fol-
lowed (for example, confirmation of re-
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FIGURE S

SUBSTANTIVE TEST OF DETAILS WORKSHEET

Test of account

Test objectives

Procedure(s) to be apphed to sample:

Definition of error(s):

Reference(s) to related compliance test worksheet(s):

Related substantive procedures.

Select Sample Size Factor, Enter on Line (7) Below

Balances Tests

Transactions Tests

Evidence provided Restriction based on internal Restriction based on internal
from related control rehance- control reliance:
substantive
_procedures Maximum  Moderate  Little  None Maximum  Moderate Little  None
None 22 36 5.2 6.0 01 04 17 27
Moderate 17 25 39 49 + 0.2 08 1.7
Significant 1.5 2.0 26 36 ++ + 04 14
+audit all items larger than gauge and
no others .
++sufficient evidence exists to justfy
not performing this test
Compute Substantive Sample Size

Audit gauge or adjusted gauge from Audit Gauge Worksheet (O (&)

Monetary total of population (may be estimated) ) — A

Amount over which items are individually significant (audit manual paragraph 1208.23) (3)

Monetary total of items in population greater than line (3) (enter 0 if unknown) @)

Number of population items in amount on hne 4) (5)

Line (2) — line (4) (6)

Sampie size factor (from table above) (@)

If sample is not to be stratified, multjply line (7) x 2; otherwise, enter line (7) ®)

If the aggregate error in the population is expected Adjusted Sample

to exceed gauge + 3, multiply line (8) x 2; other- Size Factor (9)

wise, enter line (8)

Compute line (6) x line (9) = (1) (10)

Compute line (5) + line (10) Sample Size (11) (B)

(A) For audit samples conducted in such a wa

y that not all of the population 1s subject to sampling, enter only the

amount(s) subject to sampling and complete lines (4) and (5) of the Audit Gauge Worksheet for that sample.

8 If the actual sample size differs from line (11) by more than 10%,

rationale for the different sample size.

the working papers should document the
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ceivables), noting the assertions for which
evidence will thus be supplied. They then
search for additional procedures that will
efficiently satisfy each of the audit objec-
tives. Obviously, in doing so, the auditors
will first consider procedures that tend to
provide evidence for a number of asser-
tions. Their job is to specify that set of pro-
cedures that provides evidence sufficient to
assess all assertions at the lowest cost.

It will be observed that for small clients
with weak systems of internal control and
similar account structures, the resultant
programs will be similar. For these clients,
PMI has a completed set of matrices and
preliminary programs showing the usual
battery of procedures for a small client
with weak controls. The auditor can simply
adjust these completed matrices for cir-
cumstances specific to the client.

Substantive Sample Size

PMI uses a specific model to determine
the substantive sample size for test-of-de-
tail procedures selected by use of the ma-
trices. The method uses monetary unit
sampling theory and computes the sample
size as a function of (1) audit gauge (see 2.2
above), (2) the amount (book value) of the
assertion, (3) the strength of related audit
evidence, (4) the reliance on internal con-
trol, (5) the purpose of the test, (6) the
sampling method, and (7) the expected
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amount of error in the assertion. (Note that
the use of a judgment aid in this area does
not reduce the need for auditor judgment;
rather, it focuses that judgment). Figure 5
reproduces the substantive test of details
worksheet, which is used to compute sub-
stantive sample sizes.

REVIEW OF AUDIT RESULTS (5.2)

PMI has one unique review require-
ment: as noted in 1.3 above, a Statistical
Audit Specialist must evaluate each
executed statistical substantive test for va-
lidity and fulfillment of the audit objec-
tives.

CONCLUSION

This paper attempts to describe the
more significant ways in which PMI’s audit
approach differs from that of other firms.
Obviously, there is not much published in-
formation on the approaches of other
firms, so there is some risk that this paper
has failed to note certain differences or has
described differences that do not exist.

It is hoped that readers will find this
paper interesting. Practitioners may find it
interesting to compare PMI’s methods with
their own. Researchers may identify re-
searchable topics related to practice. And
teachers may gain insight into the methods
being used in practice by at least one firm.
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