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HIGHLIGHTS

Miller Audit Procedures
By George Georgiades

Miller Audit Procedures shows practitioners the most cost-effective ap-
proach for conducting high-quality audits of nonpublic commercial
entities. The book features various audit efficiency, effectiveness, and
cost-saving measures to help reduce the tendency to overaudit. It also
includes numerous practice aids—checklists, questionnaires,
workpapers, sample correspondence, and sample auditor’s reports
to take the practitioner through an engagement, from the initial evalu-
ation of a client to the issuance of the auditor’s report. Special practice
aids are also included on the accompanying CD-ROM.

Aspen Law & Business is offering a self-study CPE course that can
be used in conjunction with the 2003 Miller Audit Procedures (turn this
page for more information).

2003 Edition

The 2003 Edition of Miller Audit Procedures has been updated for new
auditing pronouncements through SAS-96 (Audit Documentation) and
accounting pronouncements through FASB Statement No. 145 (Re-
scission of FASB Statements No. 4, 44, and 64, Amendment of FASB
Statement No. 13, and Technical Corrections). The CD-ROM contents
have been revised to reflect, where applicable, the effects of the new
pronouncements. Additionally:

e Chapter 1 includes an expanded discussion about the effect on
auditor independence when performing certain nonattest ser-
vices for an audit client.

e Chapter 2 contains a new discussion about the authority of
auditing publications used by the AICPA and others based on
the issuance of SAS-95 (Generally Accepted Auditing Standards)
and a new discussion about audit documentation and working
papers contents based on the issuance of SAS-96 (Audit Docu-
mentation). Additionally, a new audit documentation checklist
has been added to the CD-ROM practice aids.

e Chapter 3 includes a new discussion based on the AICPA Audit
Risk Alert 2001/2002 and a discussion of paperless audits and
electronic workpapers.



¢ Chapter 7 includes a revised discussion about documentation of
gubstantive analytical procedures as a result of the issuance of
AS-96.

e Chapter 11 has an expanded discussion about various factors
that affect the valuation of inventory.

* Chapter 12 features a new discussion about the impairment of
long-lived assets based on FASB Statement No. 144 (Accounting
for the Impairment or Disposal of Long-Lived Assets), aswell asa
new discussion about asset retirement obligations based on FASB
Statement No. 143 (Accounting for Asset Retirement Obligations).

® Chapter 13 contains a new discussion about goodwill and other
intangible assets based on FASB Statement No. 142 (Goodwill
and Other Intangible Assets) as well as the impairment of long-
lived assets based on FASB Statement No. 144.

e Chapter 20 includes revised guidance based on the AICPA’s
toolkit, “Accounting and Auditing for Related Parties and Re-
lated Party Transactions,” and new documentation requirements
regarding going concern based on SAS-96.

e Chapter 21 provides expanded guidance on new documenta-
tion requirements regarding analytical procedures and audit
adjustments based on SAS-96.

CPE Available

Aspen Law & Business* is offering a non-interactive self-study CPE
course that can be used in conjunction with the 2003 edition of
Miller Audit Procedures. Our goal is to provide you with the clearest,
most concise, and up-to-date accounting and auditing information
to help further your professional development, as well as a conve-
nient method to help you satisfy your continuing professional edu-
cational requirements.

The CPE course has the following characteristics:
Prerequisites: Basic knowledge of auditing
Recommended CPE Credit: 10 hours

*Aspen Publishers, Inc. is registered with the National Association of State
Boards of Accountancy (NASBA) as a sponsor of continuing professional
education on the National Registry of CPE Sponsors. State boards of ac-
countancy have final authority on the acceptance of individual courses for
CPE credit. Complaints regarding registered sponsors may be addressed to
the National Registry of CPE Sponsors, 150 Fourth Avenue North, Nash-
ville, TN 37219-2417; telephone (615) 880-4200; web site www.nasba.org.



Level of Knowledge: Intermediate—Builds on a basic level of
understanding in order to relate fundamental principles or
skills to practical situations and extend them to a broader
range of applications. This level is for participants with some
exposure to the subject.

Field of Study: Accounting & Auditing

If you are interested in taking the CPE course and examination, please
contact:

Aspen CPE

c/o ACCPE

2419 Hollywood Boulevard
Hollywood, FL. 33020
800-394-6275

Automate your Miller Engagement Guides with ProSystem fx
Engagement

By integrating your Miller Engagement Guides with ProSystem fx
Engagement, formerly ePaceENGAGEMENT, you can achieve a fully

aperless audit workflow. ProSystem fx Engagement, the newest mem-
ber of the CCH ProSystem fx Office suite, enables firms to increase
convenience and efficiency by automating workpaper preparation,
management, and workflow within a state-of-the-art paperless en-
gagement system. ProSystem fx and Aspen Publishers are pleased to
offer this high-quality combination of software and content to the
accounting community. To sample ProSystem fx Engagement, please
call 1-800-PFX-9998, or visit the ProSystem fx web site at www.pro
systemfx.com.
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For questions concerning this shipment, billing, or other customer service
matters, call our Customer Service Department at 1-800-234-1660.

For toll-free ordering, please call 1-800-638-8437.
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About Aspen Law & Business

Aspen Law & Business is a leading publisher of authoritative treatises,
practice manuals, services, and journals for attorneys, corporate and bank
directors, accountants, auditors, environmental compliance professionals,
financial and tax advisors, and other business professionals. Our mission
is to provide practical solution-based how-to information keyed to the
latest original pronouncements, as well as the latest legislative, judicial,
and regulatory developments.

We offer print and online products in the areas of accounting and
auditing; antitrust; banking and finance; bankruptcy; business and com-
mercial law; construction law; corporate law; criminal law; environmental
compliance; government and administrative law; health law; insurance
law; intellectual property; international law; legal practice and litigation;
matrimonial and family law; pensions, benefits, and labor; real estate law;
securities; and taxation.

Aspen Law & Business products treating accounting and auditing
issues include:

Accounting Irregularities and Financial Fraud

Audit Committees: A Guide for Directors, Management, and Consultants
Construction Accounting Deskbook

CPA’s Guide to Developing Effective Business Plans
CPA’s Guide to Effective Engagement Letters

CPA’s Guide to e-Business

Federal Government Contractor’s Manual

How to Manage Your Accounting Practice

Medical Practice Management Handbook

Miller Compilations and Reviews

Miller European Accounting Guide

Miller GAAP Financial Statement Disclosures Manual
Miller GAAP Guide

Miller GAAP Practice Manual

Miller GAAS Guide

Miller GAAS Practice Manual

Miller Governmental GAAP Guide

Miller Governmental GAAP Practice Manual: A Guide to GASB 34
Miller International Accounting Standards Guide
Miller Local Government Audits

Miller Not-for-Profit Organization Audits

Miller Not-for-Profit Reporting

Miller Single Audits

Professional’s Guide to Value Pricing

Aspen’s Miller Comprehensive Online Libraries, available at www.tax
.cchgroup.com, include:

Miller GAAP Library—Miller GAAP Guide; Miller GAAP Practice
Manual; Miller GAAP Financial Statement Disclosures Manual; and

Miller GAAP Update Service




Miller GAAS Library—Miller GAAS Guide; Miller GAAS Practice
Manual; and Miller GAAS Update Service

Miller Engagement Library—Miller Audit Procedures; Miller Compila-
tions & Reviews; and CPA’s Guide to Effective Engagement Letters

Miller Governmental GAAP Library—Miller Governmental GAAP
Guide; Miller Governmental GAAP Practice Manual: A Guide to
GASB 34; Miller Not-for-Profit Reporting; and Miller Governmental
GAAP Update Service

Miller Governmental and Not-for-Profit Audit Library—Miller Single
Audits; Miller Not-for-Profit Organization Audits; and Miller Local
Government Audits

Miller International Accounting Library—Miller European Accounting
Guide and Miller International Accounting Standards Guide

Original standards and pronouncements from FASB, GASB, and IASB
are also available with any Miller Online Library.

ASPEN LAW & BUSINESS
A Division of Aspen Publishers, Inc.
A Wolters Kluwer Company
www.aspenpublishers.com




Our Peer Review Policy

Thank you for ordering the 2003 Miller Audit Procedures. Each year we
bring you the best engagement guides available with accompanying elec-
tronic workpapers and practice aids. To confirm the technical accuracy
and quality control of our materials, Aspen Law & Business voluntarily
submitted to a peer review of our publishing system and our publications
(see the Peer Review Letter on the following page).

In addition to peer review, our publications undergo strict technical
and content reviews by qualified practitioners. This ensures that our
books and practice aids meet “real-world” standards and applicability.

Our publications are reviewed every step of the way—from conception
to production—to ensure that we bring you the finest guides on the
market.

Updated annually, peer reviewed, technically accurate, convenient,
and practical—the 2003 Miller Audit Procedures shows our commitment to
creating books, practice aids, and workpapers you can trust.




Peer Review Letter

May 26, 2000

Board of Directors
Aspen Publishers, Inc.

We h-va revwmd du system of quclity contro! for the deve) of MILLER AUDIY
G : 1 EL naterials) of Ampm P«Muhaa, ne. (the Cumpmy) (formerly
mmhofnkuﬂ.lac)m fuﬁcymmMAwlsazowudmemmmrusmmectm
April 30, 2000, in order wmln- whether the materiain are reitabie sids to assist users hoonfommg with
those professional standsrds the materials purport to encompass. The design of the system, and
with it, are the rospomaibilitics of the company. Our responsibility is 1o express an opmwn on the dea:gn of
the system, and the company's complitince with that system based on our review. Our review did not cover
the development and maintenance of the continuing education programs inclwded in the materials.

Qur review wias conducted in accordance with the standards for reviews of quality control materials
established by the peer review committée of the SEC pesctice section of the AICPA Divisioa for CPA Firms.

in performing our review, we have given considonstion to the following general charactaristics of a system of
quality control. A company's system for the éevexopmun and minumce of quality coatrol materials

encompasses its organizational str and the polici tablished to provide the users of its
materials with reasonable assurance nm the thty conuol mcsends are reliable sids to essist them in
conforming with professions! stand g their ting, auditing, and sttest practices. The

extent of & comp-ny s quality controf palicws and proudum for the development and maintenance af quality
control materials and the manner in which they are jmplemanted will depend upon a variety of factors, such
as the size and organisations! sy of the pany and the nature of the materials provided 10 users.
Variance in individual performance and professional interpretation affects the degree of compliance with
prescrited quality eomrof policies end procedures. Thordfore, adherence to all policies and procedurcs in
every case may not be possibic.

Qur review and tests were limited to the system of quality controt for the develop and maint ce of the
aforementioned materinis of Aspen Publishers, Inc. (formerly rints of H: 1, inc.) and to the materials
themselves and did not extend 10 the application of these materials by usors of the materials nor to the policies
and procedures of individual users.

In our opinion, the systemn of quality 1 for the devel t and i of the quality control
materiala of Aspen Publishers, lnc. {formerly mu-rhh of Hercourt, Inc.) was suitably designed and was
being complied with during the yoar emded April 30, 2000, to provide users of the materials with reasonable
assurance that the materials are relinble aids to stsist them in conforming with those professional standards
the materials purport to oncompass. Also, in our opinion, the quality control materials referred 10 above arc
retinble aids at April 30, 2000.

CALDWELL, BECKER, DERVIN, PETRICK & CO., L.L.P.
CALDWELL, BECKER, DERVIN, PETRICK £ CO., L. L. P



Preface

The primary objective of Audit Procedures is to show practitioners the most
cost-effective approach for conducting high-quality audits of nonpublic
commercial entities. Audit Procedures provides practical discussion and
consideration of the day-to-day management of audit engagements. It
reduces the technical language of official pronouncements to easy-to-read
and easy-to-understand advice and procedures. It is designed to enhance
the quality of your practice, and it presents an approach that will help you
perform your audit engagements effectively and efficiently.

Throughout, Audit Procedures features various audit efficiency, effec-
tiveness, and cost-saving measures to help reduce the tendency to
overaudit. At the same time, it includes numerous practice aids—check-
lists, questionnaires, workpapers, sample correspondence, and sample
auditor’s reports—that will take you through an engagement from the
initial evaluation of a client to the issuance of the auditor’s report.

Audit Procedures consists of 22 chapters and covers all major audit topics,
including;:

¢ Pre-engagement activities and audit planning

» Audit strategy and overall audit approach

e Audit risk and materiality

e Internal control and assessment of control risk

e Audit sampling

e Analytical procedures

e Potential errors and fraud in specific audit areas

* All major audit areas: cash, investments and derivatives, accounts

receivable, inventory, fixed assets, other assets, accounts payable and
accrued expenses, debt obligations, income taxes, equity, and opera-
tions

e Minimum workpaper documentation requirements

¢ Financial accounting and reporting disclosures

» General audit procedures at various stages of the audit

* Auditor’s reports
» Illustrations and applications of various forms, checklists, and prac-
tice aids
Audit Procedures comes with a CD-ROM that contains the following five
sections:

e Section [.—Audit Programs
e Section II—Correspondence and Confirmation Letters
» Section III—Practice Aids, Forms, and Checklists
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* Section IV—Audit Procedures Automated Workpapers
* Section V-—Auditor’s Reports

The following reference abbreviations are used in Audit Procedures:

o AU-—The auditing standards series in AICPA Professional Standards
(Volume 1).

o QC—The quality control standards series in AICPA Professional Stan-
dards (Volume 2).

e ET—The Code of Professional Conduct in AICPA Professional Stan-
dards (Volume 2).

e CT—Accounting Standards Current Text, published by the Financial
Accounting Standards Board (FASB).

This edition of Audit Procedures has been updated for new auditing
pronouncements through SAS-96 (Audit Documentation) and accounting
pronouncements through FASB Statement No. 145 (Rescission of FASB
Statements No. 4, 44, and 64, Amendment of FASB Statement No. 13, and
Technical Corrections). Also, the CD-ROM contents have been revised to
;eilﬂect, where applicable, the effects of the new pronouncements. Addition-

y:

e Chapter 1 includes an expanded discussion about the effect on
auditor independence of performing certain nonattest services for
an audit client.

e Chapter 2 includes (a) a new discussion about the authority of audit-
ing publications issued by the AICPA and others for the issuance of
SAS-95 (Generally Accepted Auditing Standards) and (b) a new dis-
cussion about audit documentation and working papers contents for
the issuance of SAS-96 (Audit Documentation). 0, a new audit
documentation checklist has been included as part of the practice aids
on disc.

¢ Chapter 3 includes a new discussion based on the AICPA Audit Risk
Alert 2001 /2002 and a discussion of paperless audits and electronic
workpapers.

e Chapter 7 contains a revised discussion about documentation of sub-
stantive analytical procedures as a result of the issuance of SAS-96.

¢ Chapter 11 contains an expanded discussion about various factors
that might affect the valuation of inventory.

e Chapter 12 features a new discussion about the impairment of long-
lived assets based on FASB Statement No. 144 (Accounting for the
Impairment or Disposal of Long-Lived Assets), and about asset
retirement obligations based on FASB Statement No. 143 (Account-
ing for Asset Retirement Obligations).
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e Chapter 13 features a new discussion about goodwill and other
intangible assets based on FASB Statement No. 142 (Goodwill and
Other Intangible Assets), and about the impairment of long-lived
assets based on FASB Statement No. 144.

e Chapter 20 contains revised guidance that addresses the AICPA’s
toolkit “Accounting and Auditing for Related Parties and Related
Party Transactions” and new documentation requirements regard-
ing going concern for the issuance of SAS-96.

e Chapter 21 provides expanded guidance about new documentation
requirements regarding analytical procedures and audit adjustments
for the issuance of SAS-96.

Audit Procedures can be used as a stand-alone practice guide or in con-
junction with the accompanying software containing automated workpapers
and audit text files. The author welcomes comments, suggestions, and
recommendations to improve the book. These will be considered for incor-
poration in future revisions of Audit Procedures. Please send your comments
to:

Anita Rosepka, Managing Editor
Aspen Law & Business

1185 Avenue of the Americas
New York, NY 10036

CPE Available

Aspen Law & Business* is offering a non-interactive self-study CPE course
that can be used in conjunction with the 2003 edition of Miller Audit
Procedures. Our goal is to provide you with the clearest, most concise, and
up-to-date accounting and auditing information to help further your
professional development, as well as a convenient method to help you
satisfy your continuing professional educational requirements.

The CPE course has the following characteristics:
Prerequisites: Basic knowledge of auditing
Recommended CPE Credit: 10 hours

Level of Knowledge: Intermediate—Builds on a basic level of under-
standing in order to relate fundamental principles or skills to prac-
tical situations and extend them to a broader range of applications.
This level is for participants with some exposure to the subject.

Field of Study: Accounting & Auditing

*Aspen Publishers is registered with the National Association of State Boards of
Accountancy (NASBA) as a sponsor of continuing professional education on the
National Registry of CPE Sponsors. State boards of accountancy have final au-
thority on the acceptance of individual courses for CPE credit. Complaints re-
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garding registered sponsors may be addressed to the National Registry of CPE
Sponsors, 150 Fourth Avenue North, Nashville, TN 37219-2417; telephone (615)
880-4200; web site www.nasba.org.

If you are interested in taking the CPE course and examination, please
contact:

Aspen CPE

c/o ACCPE

2419 Hollywood Boulevard
Hollywood, FL 33020
800-394-6275

Automate Your Miller Engagement Guides with
ProSystem fx Engagement

By integrating your Miller Engagement Guides with ProSystem fx Engage-
ment, formerly ePaceENGAGEMENT, you can achieve a fully paperless
audit workflow. ProSystem fx Engagement, the newest member of the
CCH ProSystem fx Office suite, enables firms to increase convenience and
efficiency by automating workpaper preparation, management, and
workflow within a state-of-the-art paperless engagement system.
ProSystem fx and Aspen Publishers are pleased to offer this high quality
combination of software and content to the accounting community. To
sample ProSystem fx Engagement, please call 1-800-PFX-9998, or visit the
ProSystem fx web site at www.prosystemfx.com.
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