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) TO THE AIS STUDENT

First, we thank you and your instructor for choosing our text for your study of
Accounting Information Systems. We are confident that you will be happy with
your choice. We are equally confident that your AIS studies will give you a com-
petitive edge upon graduation; such has been true with our students. Our text is
structured to support the way we teach the AIS course at Bentley College and Ok-
lahoma State University, where the course is required for all accounting majors
and is a prerequisite for the principles of auditing course. However, the text’s or-
ganization is flexible enough to be used in several alternative course designs.

It is our firm belief that the AIS course is the catalyst for the accounting and
business courses you have taken and will take. Unquestionably, information tech-
nology is transforming the accounting profession, and the lines between accoun-
tants and information technology (IT) professionals are becoming increasingly
blurred. The approach we have used in this book is consistent with the earlier edi-
tions as we focus on the integration of skills related to (1) designing and using ac-
counting information systems, (2) improving communication skills, (3) using in-
formation in decision making, and (4) designing and implementing control
systems in advanced technology environments. This approach has served us well
over time as the text has found its way into numerous classrooms internationally
and on the office shelves of many practitioners.

The varied information that is brought together through the AIS course can be
quite challenging. Unlike most texts you have probably used, we do not feel the
need to make the learning more laborious through a formal, stilted writing style,
nor through an unnecessarily heavy use of technical jargon. Rather, we use a re-
laxed style, based on our belief that your learning can be enhanced through the
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use of a text that is easy to read and understand, while still providing you with
the depth of coverage needed to prepare you for success in the future.

Figure P.1 (p. v) provides an overview of how we have organized the infor-
mation in the text. Let’s take a look at each of these features briefly.

An Accountant’s Focus

We assume that many of our readers are planning to have careers in accounting.
Therefore, we approach AIS from the perspective of the career roles that you, the
accountant, will play. In Chapter 1, we discuss these roles and how they tie into
the various components of this book. Then we move on in Chapter 2 to talk about
the importance of information to decision making and how information systems
can be used to provide a strategic advantage for an organization. We conclude
this section with an overview of the key documentation tools used by both ac-
countants and other information systems professionals to design and/or under-
stand the workings of information systems. Let’s take a closer look at these tools.

Take a few minutes to study Figures P.2a and P.2b (pp. vi and vii), which pre-
sent two different views of a hypothetical college course registration procedure.
Which view—the systems flowchart or the data flow diagram (DFD)—paints the
clearer picture? We won’t debate the answer here; each view has different advan-
tages depending on what you are trying to analyze. In Chapter 3, we first teach
you how to read the diagrams in detail before teaching you to draw them, and we
introduce you to other documentation tools as well. One advantage of the DFD is
that it allows us to examine the essence of “what” a system does without getting
bogged down in the details of “who” does it or “how” it is done. For example, the
DFD (Figure P.2b) doesn’t force us to know that the registration system is com-
puterized. Because the DFD allows us to concentrate on a system’s essence—on its
functional logic—we use this tool extensively throughout the text.

Data Management and E-Business

If we tried to tell you about a great new revolution in accounting systems, driven
by database management systems that are increasingly operating in electronic
business (E-Business) environments, you might laugh and tell us that the revolu-
tion is not new. Indeed, both of these technologies, and particularly E-Business,
have received significant publicity in the popular press. What is very significant
in the context of the AIS course is that these two technologies are radically chang-
ing the accounting environments and pose major challenges for new accounting
professionals. In Chapters 4-6, we try to demystify these technologies and bring
them down to a level where you are comfortable in discussing such systems and
have a solid understanding of the control issues surrounding the use of advanced
technologies.

Internal Control:The Control Framework

We think it is senseless to have AIS students memorize long lists of control proce-
dures unless they can relate those procedures to the goals that the procedures are
intended to achieve. Thus, an essential component of the text’s design is the control
framework, introduced in Chapter 9. We then use the framework to teach controls in
Chapters 9 through 14. Based on an approach used by PricewaterhouseCoopers,
one of the Big Five public accounting firms, the control framework requires that
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Figure P.2a Two Different Views of Student Registration

STUDENT COMPUTER OPERATIONS
Enter Access In?erac.tive
anxious student »| computer Inquiry Student
records Rrogram records

registration
request

\

Course

Course
records

Display
of student

and course |
records

registration
request

Exit
happy student

Check avail-
ability of Exception
openseats J routine
in AIS not shown

l

Record
registration

Update student
and course -t
records

“Accepted
registration”

e I e T T T Yt (S ————— S

(a) Systems flowchart view

you first specify a system’s control goals and then recommend control plans (pro-
cedures) that will accomplish those specific goals.

Consistent with most related texts, we provide an overview of the Commit-
tee of Sponsoring Organizations of the Treadway Commission (COSO) frame-
work for structuring control objectives. However, COSO has limitations in ad-
vanced technology environments. As such, in Chapter 8 we use our expertise in
the Control Objectives for Information and Related Technology (CoBIT) framework for
control of advanced technology-based business information systems as the pri-
mary focus in the text. The COBIT framework, recently revised by the Informa-
tion Systems Audit and Control Association (ISACA, 2000), expands upon COSO
to specifically address the implications of technology on accounting control sys-
tems.
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Figure P.2b Two Different Views of Student Registration (continued)

Student

Registration Accepted
request registration

Confirmed Validated

request

2.0
Check
student
pre-
requisites

3.0
Record
accepted
registration

1.0
Check seat
availability

Reject

Course records

Student records

(b) Data flow diagram view

In the business process chapters, we explore the nature, functions, purpose, con-
trol goals, and control plans for a business’s operations process and information
process. In this regard, we think our approach is superior to approaches in many
AIS books, in which the operations process is virtually ignored. After all, budding
accountants must broaden their horizons to think how they can further the objec-
tives of an organization, beyond merely assisting in the preparation of financial
reports. For this reason, we have a separate chapter (Chapter 10) on the
order/entry sales (OE/S) process. Because this process does not interface directly
with the general ledger, many texts incorporate OE/S in the same chapter with
billing/accounts receivable/cash receipts. However, we believe that the work
performed by the OE/S—namely, processing customer orders and managing and
mining customer-related data—is so important to the organization’s success—in
many cases its very survival—that a separate chapter is warranted.

Chapters 10 through 14 cover business processes. In these chapters, we teach
you to apply control concepts to particular processes. We do likewise with com-
puter technology. Rather than talk about the various technologies in the abstract,
we implement each process using a different technology. For instance, in Chapter
10, the order entry/sales process uses online technology with remote data entry.
The billing and cash receipts processes in the billing /accounts receivable / cash re-
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ceipts process in Chapter 12, on the other hand, employ a more traditional batch
processing approach. By discussing controls and technology in the context of par-
ticular processes, we believe we make the material easier for you to understand;
and more interesting as well!

Structured Methodology for Systems Analysis and Design

We use a structured approach to systems development in Chapters 15 through 18.
This approach uses structured tools (that is, the DFDs mentioned previously) and
other structured methods that result in the development of “better” information
systems. In Chapter 15, we explain the criteria that we use to define a “better” sys-
tem, and also why structured development tools and techniques are more effec-
tive and efficient in achieving better systems.

No book (not even ours) can help you to succeed in AIS unless you come to
the course with the proper mind-set. We're not talking about your technical back-
ground in accounting or information technology. Rather, we're referring to less
tangible preparation, such as:

¢ Your willingness to take responsibility for your education. You can’t wait to
be spoon-fed the material. You've got to do the required reading and other
homework assignments in advance and come to class prepared—prepared to
challenge and prepared to be challenged.

* Your capacity to cope with uncertainty. In other words, you must be able to
succeed in a course where there are no right and wrong answers. In AIS, you
will be asked to solve problems—that is, to identify what the problem is, to
consider alternative solutions, to select a solution, and then to defend your
choice.

¢ Your ability and willingness to accept change as the only real constant in life
and to prepare yourself to deal with change in your career. Because technol-
ogy is rapidly outdated, learning facts about the current state of affairs will
pay dividends only in the short run. What’s important for your long-term suc-
cess is that, at the university, you “learn how to learn,” and that you continue
to learn for the rest of your life. AIS can help you to learn how to learn.

In summary, to you, the student, we wish you success in AIS. Enjoy your jour-
ney through this exciting and dynamic subject!

SUMMARY OF CHANGES MADE INTHE FIFTH EDITION

Based on feedback we have received from adopters—and other reviewers—re-
garding the first four editions, combined with our own experience, we have made
the following changes for the fifth edition:

Three important AIS themes. We have organized and enhanced the presenta-
tion of three topics that are very important to us and to adopters of this text: en-
terprise resource planning (ERP) systems, E-Business, and internal control.
We’ve added icons in the margins of the text to indicate areas where these themes
are discussed.

The use of enterprise resource planning (ERP) systems has increased rapidly
(__conNTrRoLs ) inthe last few years. The names of ERP vendors, such as SAP, ].D. Edwards, Peo-

pleSoft, and Oracle, are quite familiar. ERP systems are introduced in Chapter 5
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and then discussed throughout the remainder of the text. For example, in Chap-
ter 10 we have added a flowchart to depict how the order entry/sales process
would be implemented with an ERP system. Similar additions will be found in
the other business process chapters. Also, examples of screens from ERP systems
have been included throughout the text.

E-Business affects most of us every day. For example, we order goods over the
Internet and correspond with our friends and family via e-mail transmitted over
the Internet. E-Business is introduced in Chapter 6 and then discussions of
E-Business are included throughout the text. For example, the technology used to
implement the business processes in Chapters 10 through 14 emphasizes
E-Business.

Internal control, a topic that has always been a subject of great interest to ac-
countants, has received greater attention in the last few years as management has
realized the importance of internal control to the effective governance of organi-
zations and the IT that drives most organizations. Internal control is introduced
in Chapter 7 and expanded upon in Chapters 8 and 9. Then, the controls from
those chapters are applied in the business process chapters—Chapters 10 through
14—and in the analysis and design chapters—Chapters 15 through 18.

Technology. As in the fourth edition, we present technology and other current
topics in sidebars, which are typeset to make them stand out from the text. Since
the unique design allows you to easily locate the sidebars within each chapter,
you can read about a particular technology without having to read the entire
chapter. There are three types of sidebars:

1. Technology Summaries define and discuss a major topic. For example, Technol-
ogy Summary 5.1 describes enterprise resource planning systems (ERPs) and
their impact on organizational information systems.

2. Technology Applications present short examples—taken from actual practice—
of using a technology. For example, Technology Application 2.1 reports on
how PricewaterhouseCoopers uses TearmMate to automate the audit process.

3. Technology Excerpts contain article reprints. For example, Technology Excerpt
17.2 contains excerpts from several articles from Journal of Accountancy that
discuss how to select the right accounting software to meet an organization’s
needs.

In the fifth edition, we have updated the technology discussions to reflect cur-
rent developments on the technology front. Among the specific topics that have
received expanded and updated coverage are E-Business, enterprise resource
planning (ERP) systems, application service providers (ASPs), knowledge man-
agement, intelligent agents, intelligent systems, electronic data interchange (EDI),
digital image processing, computer viruses and computer hacking, database mar-
keting systems, data warehousing/mining, data marts, vendor managed inven-
tory, e-procurement, just-in-time systems, object-oriented systems, and contin-
gency planning. In addition, customer relationship management (CRM) systems,
web-based business reporting (XBRL), distributed denial of service attacks, and
capability maturity model (CMM) have been added as topics.

Documentation tools. Chapter 3 continues to include a comprehensive cov-
erage of how to read and prepare data flow diagrams (DFDs) and systems flow-
charts. The chapter also describes how to read entity-relationship (E-R) diagrams
(the drawing of E-R diagrams is still covered in Chapter 5). The procedures for
drawing DFDs and flowcharts has, however, been streamlined to reduce the num-
ber of tables required to prepare this documentation.
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Controls. Chapters 7-9 (Part 3) continue to present a centralized source of in-
formation on internal control. Chapter 7 introduces internal control, including
such frameworks as COSO and CoBIT. Chapter 8 presents pervasive and general
controls, including control against E-Business exposures such as denial of service
attacks. Chapter 9 introduces the control framework and discusses technology-re-
lated controls. The latter presentation has been updated to reflect current data
entry techniques. The controls have been grouped into three new categories: of-
fline data entry, online data entry, and batch data processing.

Enhanced coverage of business processes. Part 4 (Chapters 10-14) has been
modified to emphasize business processes and the implementation of those
processes with ERP systems. The increased emphasis on supporting management
decision making is consistent with a broader perspective on the overall business
process. Additionally, the impact of emerging E-Business models is considered
within the context of each of the business processes.

Enhanced analysis and design coverage. Part 5 (Chapters 15-18) on systems
analysis and design has been further condensed in the fifth edition. We use the
same structured approaches as the earlier editions, but we have moved the
ACME Case Study to the CD that accompanies the text. Using an E-Business ex-
ample has enhanced the discussion of business process reengineering. All four
chapters are more focused on the analysis, design, and implementation of an ERP
system.

Other changes. The glossary, end-of-chapter questions and problems, and in-
structor ancillaries have been modified to reflect additions, deletions, or other
changes in chapter coverage.

We believe we have produced a text that gives you maximum flexibility to ac-
complish your objectives. Figure P.3 (p. xi) suggests different paths through the
text. Over the years, we've experimented with most of them in our search for the
“one right answer.”

Choosing one of these paths depends somewhat on your teaching philosophy,
the background that your students possess when they take the AIS course, the
place that your AIS course holds in your curriculum, and your own learning ob-
jectives for the course.

These factors would suggest chapter coverage as follows:

e If the AIS course is required and is a prerequisite to the auditing course, you
may want to include the internal control chapters (Chapters 7-9) and the basic
elements of the revenue and expense cycles (Chapters 10-12) in your course.

* If you prefer a more managerial accounting emphasis, Chapter 13 embraces
several contemporary product costing and manufacturing issues within a sys-
tems context. The discussion of ERP systems in such environments further en-
riches the context.

¢ If your students do not have adequate background in computers and MIS, you
may want to supplement the text with your own materials or with selected
chapters from other Thomson Learning texts. Either can be custom-published
with all or part of this text. For information on custom publishing, contact
your South-Western/Thomson Learning sales representative or the Thomson
Learning Custom Publishing at http:/ /custom.thomsonlearning.com/.
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Figure P.3 Alternative Routes Through the Text
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@ Some might prefer to start with Chapter 14 (General Ledger and Business Reporting) instead of Chapter 10 (Order Entry/Sales).

@ Covering all of the business process chapters (10-14) might be overkill. They can be covered selectively (e.g., cover all of the revenue cycle:

Chapters 10, 11, 14, and selected others).

@ Interspersing analysis and design chapters (15-18) with business process chapters (10-14) can be effective. A sequencing that we have
used successfully is 10, 11, 15, 16, and two more business process chapters, 17 and 18.

xi

e If you take a survey approach to the introductory material, such as focusing
on the reading of systems documentation rather than the preparation, you can
cover more chapters in a semester than if you spend time teaching students to
prepare flowcharts, data flow diagrams, and entity-relationship diagrams.

* If your curriculum has an advanced AIS course, certain material may be cov-
ered in that course. For example, your advanced course may emphasize data
modeling (the latter part of Chapter 4 and Chapter 5) and/or systems analy-

sis and design (Chapters 15-18).
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e If you assign a class project that engages the student in aspects of systems
analysis and design, you can assign Chapters 15-18 anytime after Chapter 3.
This will allow the students to get an early start on material that will help
them complete the project.

* Some AIS instructors want to emphasize current and emerging technologies,
such as E-Business, object-oriented systems, enterprise resource planning sys-
tems, etc. These and more are discussed in the fifth edition. To emphasize
technology, one might assign and cover Chapter 6 and the technology side-
bars (Technology Summaries, Excerpts, and Applications) in a separate por-
tion of the course.

* Some instructors would like to emphasize internal controls in the AIS course.
To do so, one might cover Chapters 7-9 and then the control matrices in Chap-
ters 10-12 in a separate portion of the course.

Having said that, there are probably three teaching philosophies into which
most approaches to the AIS can be classified: the cycles or business process ap-
proach, the data modeling approach, and the analysis and design approach.

To teach the AIS course using the business process approach, assign Chapters
1—4 and 6, which introduce the students to AIS fundamentals and documentation.
Then, Chapters 7-9 provide a comprehensive introduction to and discussion of
internal controls. Chapters 10-12 include the basic elements of the revenue and
expense cycles. Finally, if time remains, Chapters 13 and 14 can be assigned.

To teach the course using the data modeling approach, assign Chapters 1-5,
emphasizing the preparation of E-R diagrams in Chapters 4 and 5. Then select ei-
ther a focus on the cycle chapters (10-14) for purposes of exploring database in-
tegration within the accounting domain, or select a systems analysis and design
approach (Chapters 15-18) and emphasize to your students a focus on using the
analysis and design tools to aid in the development of an integrated entity-wide
database rather than a traditional applications orientation.

Finally, to teach the course using the analysis and design approach, assign
Chapters 1-3 and then skip to Chapters 15-18. This allows your students to per-
haps focus on a design project during the remainder of the semester. Subsequent
class time might focus on database and data communications-related issues in de-
sign (Chapters 4-6), internal control implications for systems design (Chapters
7-9), and/or fundamentals of accounting cycle processing (Chapters 10-12). If
you are on a quarter system, you will probably choose one of these latter options;
if you are on a semester system, you might choose two of the three.

Our text includes the following features, all of which have been class-tested, to as-
sist you in teaching AIS:

e Completely original (none from professional examinations) end-of-chapter
discussion questions and problems that focus on the material covered in each
corresponding chapter.

e Nine “mini-cases” at the end of Chapters 3, 10, 11, and 12. These system nar-
ratives also support problem requirements in some of the systems develop-
ment chapters (Chapters 15 through 17). Additional mini-cases are included
on the CD that accompanies the text.
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* Nine capsule cases, adapted from actual real-world systems. We have made
these system descriptions shorter than those in the mini-cases to allow you an-
other vehicle for having your students acquire proficiency in documenting
systems.

¢ The ongoing Acme Insurance Company case study that supplements the ma-
terial in Chapters 15-18 is included on the CD that accompanies the text. The
case study is based on an actual, major insurance company’s systems devel-
opment project.

Accompanying the text are an Instructor’s Resource Manual, Solutions Manual,
Test Bank (both printed and electronic), PowerPoint Presentation, and a dynamic
new web site. In the Instructor’s Resource Manual, we provide a sample term pro-
ject that we have used successfully for several years in our courses. The project re-
quires each team of students to make arrangements with a real-world organiza-
tion to document and analyze a portion of that organization’s accounting
information system.

Visit South-Western’s web site for this text at http://gelinas.swcollege.com/.
Here you will find many new teaching and learning resources for both you and
your students. Some of the items you’ll find on the web site include the files for
the Instructor’s Resource Manual, the Solutions Manual, and the PowerPoint Presen-
tation, as well as extra cases, case solutions, sample syllabi, and interactive
quizzes and e-lectures for your students.

In our AIS courses, we have found that a combination of resource materials
has allowed us a wide range of possibilities in terms of:

Classroom delivery vehicles.

¢ Homework assignments (and rotating or altering those assignments over sev-
eral semesters).

* Grade determination (e.g., over the years, we have used various combinations
of team hand-in assignments, oral class presentations, chapter pre-quizzes,
term-paper projects, analysis and design term projects, and class participa-
tion—in addition to examinations—to evaluate student performance).

We trust that you will find the teaching package both flexible and enjoyable to
use. We earnestly solicit your feedback on both the text and the ancillaries, and
appreciate knowing your criticisms and suggestions for improving the materials.
In turn, we stand ready to respond to any questions or problems you may en-
counter. Please feel free to contact us through South-Western/Thomson Learning,
directly through our academic institutions, or through our respective e-mail ad-
dresses: ugelinas@bentley.edu and suttons@okstate.edu. We wish you success in
AIS. Enjoy!
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