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Index

A
ACAP. See Advisory Committee on the
Auditing Profession
Accountability, 315
Accountants, consultation, 271-272
Account balances, assertions, 206
Accounting
changes, 273-275
dilemmas, solution, 100
estimates, 271
change, 274
guidance, organization, 182
information
importance, 121-122
necessity, 105-107, 110, 115-116,
121-122
issues, handling, 7
judgments/estimates, 27
method alternative, management
conversion, 184
principles
change, 273-274
management selection; 18!-182
profession, scrutiny (iucrease), 128
standards
auditing standards; integration, 179188
codification, 182-188
systems, audit committee member
observations, 8
technical knowledge, 7
Accounting and Review Services Committee
(AICPA), 188
“Accounting for Derivative Instruments and
Hedging Activities” (SFAS No. 133),
112-113
“Accounting Irregularities and Financial
Fraud” (Young), 298-299
Accounting policies, 27, 100, 272-273
disclosures, 272-275
checklist, 277
review guidelines, 275-278
impact, 271
postaudit review, 276
preliminary review, 275

Accounting Principles Board (APB), 186
accounting change, 273
Opinion No. 28, 341
Accounting skills, 4-5
Accounting Standards Codification (ASC),
FASB adoption, 1£2
ACFE. See Association of Certified Fraud
Examiners; Avdit Committee
Financial Bixpert
Adelphia, failue, 128
Adjusted nc-CAAP information, 53, 58
Adverse opinon, 331, 336-337
Advisers, engagement authority, 61
Advicars, engagement (authority), 81
/Advicory Committee on Improvements to
Financial Reporting (CIFiR), SEC
organization, 186-187
Advisory Committee on the Auditing
Profession (ACAP), 37
Allen, Brandt, 288
Allen, William T., 160
Amaranth Hedge Fund, risk, 347
American Bankers Association, 111
American Bar Association (ABA)
Model Business Corporation Act, Section
35 (amendment), 141
Model Corporation Act, 142
Revised Model Business Corporation Act
adoption, 141-142
Task Force on Corporate Responsibility,
governance policy recommendations,
164-166
American Bar Association (ABA), Committee
on Corporate Laws (audit committee
function definition), 63
American Institute of Certified Public
Accountants (AICPA)
Accounting and Review Services
Committee, 188
Audit Committee Effectiveness Center, 79
Audit Committee Toolkit, 351
Audit Guide, “Assessing and Responding
to Audit Risk in a Financial Statement
Audit,” 216
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American Institute of Certified Public
Accountants (continued )
Auditing Standards Board (ASB), 188
component, 35
fraud description, 279-280
Auditing Standards Executive Committee,
82
fieldwork comments, 176
committee review objectives summary, 270
Executive Committee recommendation, 46
Financial Reporting Coordinating
Committee establishment, 125, 127
goals, 128-129
impact, 15
Independence Standards Board, demise,
128
Managing the Business Risk of Fraud: A
Practical Guide, 283
requirements, 109
revised ISA incorporation, 204
Rules of Conduct of the Code of
Professional Ethics, Rule 203, 181
Special Committee on Assurance Services,
122-123, 360-361
Special Committee on Financial Reporting,
122-123
summary report, 123
Special Committees on financial reporting,
128
standing committee, impact, 294
American Law Institute, Principles of
Corporate Governance, 63-54
American Stock Exchange, listing
requirements, 137
Annual assertion, manageraent 1ssuance, 245
Annual reports
audit committee, identification, 81-82
corporate managees't statement inclusion,
358
plain English, SEC guide, 120
Anti-money laundering issues, 151
APB. See Accounting Principles Board
ASC. See Accounting Standards Codification
Aspen Institute, 119
Assertions. See Financial statements; Internal
control; Presentation/disclosure
management issuance. See Annual
assertion
sample. See Management
“Assessing and Responding to Audit Risk in a
Financial Statement Audit” (AICPA),
216
Assets, misappropriation (misstatements),
280
Association of Certified Fraud Examiners
(ACFE)
Computer and Internet Fraud Manual, The,
289

Index

Managing the Business Risk of Fraud: A
Practical Guide, 283
Report to the Nation, 282-283
Assurance services, developments, 122—-130
Attestations, 109
engagements, 188-195
standards, 193—194
AU 316.86, 297
AU 380, 271
Audit adjustments, 271
Audit Analytics, data, 119
Audit committee
accountability relationship, 33
action plan, 88-93
agendas, fraud risk areas, 302, 304
AICPA definition, 47
auditor rust, 7
auditors, communications, 269
authority, 51-57
delegation, 49--39
CAE meeting, 229
CEO, relationship, 34
CFO, relationship, 34-35
change, 3.6
charecteristics, 47-49
chartzr, 50-60
Dow Chemical example, 56-60
Wal-Mart example, 50-56
composition, BRC recommendation, 17-18
concluding observations, 346
sources/readings, 362
corporate accountability, relationship,
3243
corporate culture, 307
developments timeline, 1314
duties, 30
effectiveness, 49
establishment
NCFFR endorsement, 48
NYSE recommendations, 47
external auditor
communications, requirement, 267
relationship, 35-36
financial expert, 61
financial reports, 129-130
problem minimization, 128-129
financial statements, example, 52-54,
57-58
focus, 3
formal written charter, adoption (BRC
recommendation), 18
identification. See Annual reports
independence, 60-63
in-house legal counsel/outside counsel,
interaction, 138
interest, 103—-104
internal audit function, interaction,
296-297
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internal audit group, relationship, 35
internal control responsibilities, 239
internal report, 353
involvement, Conference Board
determination, 4748
knowledge, 86
legal cases, 286
legal environment, 134
sources/readings, 170-171
legal liability, minimization (checklist),
167-170
liability, enhancement, 359
litigation
lessons, 151-166
review, 48
managing director independence, 34
meetings, 57, 62—-63
fraud risk areas, 302-304
holding, 27-28
members
financial literacy standards, 24, 26
independence, 80
membership, 50-51, 56
number, 24
operational objectives, establishment, 107
organization, 47-64
oversight responsibility, 26
NCFFR recommendations, 63
perspectives, 357-358
process, strengthening, 15-16
profile worksheet, 86, 299, 302
example, 87-88
purpose, 50, 56
quality assurance elements/policie:/
procedures, 93-94
Quality Assurance Review, 93
readings, 94-96
recommendations, 22 -21
summary, 352
requirements, flow cnart, 21-22
resources, 7-8
review activities, 352
roles, 3—4, 32-43, 46
impact, 83, 84
limitation, 60
Sarbanes-Oxley Act, impact, 41
Sarbanes-Oxley Act roles/responsibilities,
85
sources, 94-96
standing committee, contrast, 47
state statutes requirement, 139-140
term, meaning, 47
written charter, 29
Audit committee disclosure
changes, 81
matters, examples, 52-54, 57-58
rules, 21-22
updates, 82
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Audit Committee Effectiveness Center
(AICPA), 79
Audit Committee Financial Expert (ACFE),
presence, 347
Audit committee functions, 26-27, 63
Committee on Corporate Laws (ABA)
definition, 63
conclusions, 65-67
National Commission on Fraudulent
Financial Reporting
recommendations, 64—65
resources, adequacy, 4
Audit committee report, 346
comments, 349-350
guidelines, 349-355
information sources, 350-351
observations, 355-362
preparation, 351-353
purpose, 347-349
sources/readings, 362
Audit committee respensibilities, 5, 34-35, 46
delegation, 49-50
examples, 51-27
increase, 3. .34
recognition. 125
Audit commiitee review, 31-32
mezcungs, 351
oD)-ctive, 269-272
pian, 88-93
Audit Committee Toolkit (AICPA), 351
Audited financial statements, auditor report,
329-334
Audit examination, 82
Audit findings, 342
Auditing
cycle, phases, audit committee review
meetings, 351
opinions, 334-338
process, audit committee role, 94
staff, quality (appraisal), 258-261
standards (AICPA), 35
Auditing firm, quality control policies/
procedures (audit committee
awareness), 108—109
Auditing standards, 173, 182—188. See also
General auditing standards
accounting standards, integration, 179-188
analysis, 176-179
statements, 343
summary, 189-193
Auditing Standards Board (ASB), 82
AICPA unit, 35
auditing standards, setting, 174
audit reports/opinions, summary, 331
fraud description, 279-280
illegal acts
definition, 291
perspective, 310-311
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Auditing Standards Board (continued )
illegal acts effects (distinction), 292
independent auditor requirements, 332-333
misstatements description, 280
procedural requirements, 340-341
reaffirmation. See Financial Accounting

Standards Board
Statements on Quality Control Standards,
109
Auditing Standards Executive Committee
(AICPA), 82
Auditor Reports to Audit Committees
(Sarbanes-Oxley Section 204), 270
Auditors
audit committees, communications, 269
sources/readings, 278
exceptions, 334
financial reports, 129
fraud, perspective, 279
independence, 26-27
oversight, 6-7
peer review program participation, 37
personnel, hiring, 27
reports, 338-344. See also Independent
auditor report
standard report, explanatory language
(addition), 331, 332-333
trust, 7
Auditors Reports to Audit Committees
(Section 204, Sarbanes-Oxley Actl, €Y%
Audit Partner Rotation (Section 202,
Sarbanes-Oxley Act), 68—69

Audit plan
appraisal, 66
review, 66, 298
schedule, example, 221:-223

Audit process flow. 205

Audit requiremen:s, 47

Audit risk, 208219
materiality, relationship, 216
material misstatement risk, relationship,

216
segregation, 209
“Audit Risk and Materiality in Conducting an
Audit” (SAS No. 47), 185-186

Audit risk standards, PCAOB issuance, 204

Audit strategy, development, 217

Audit tests, types, 211-215

Awards for Excellence in Corporate Reporting

program (Financial Analysts
Federation), 108

B

Barings Bank, risk, 347

Benchmarking, 130-131, 278

“Best Practice Guidelines Governing Analyst/
Corporate Issuer Relations,” 108

Black, Bernard, 146-147

Index

Blue Ribbon Commission on Audit
Committees (NACD), 49, 65
Blue Ribbon Committee (BRC)
goal, 14, 16
recommendations, 16-20, 24
self-regulatory organization sponsor, 14
Board of directors
fiduciary responsibilities, fulfillment, 134,
138
financial accountability, 100
internal control responsibilities, 239
list, 363
out-of-pocket payments, settlements, 144
oversight, NYSE directive, 348-349
SEC Rule 10(b)-5, impact, 146
statutory duties, 140
Bond raters, financial institution clients
(conflicts), 114
Bonds, fraud, 150
Breeden, Richard C.. 163
Bromark, Ray, 48
Buffett, Warren, 249
Bull, Ivan. 24
Business Coiperation Act, impact, 165
Busirces enterprises
f'nancial reporting, 98
SHACs, 98
Susiness organizations, 363
Business reporting
auditor association, 123-124
change, facilitation, 124
developments, 122-130
information types, improvement, 123
Business Reporting—A Customer Focus
(AICPA), 123
Business Roundtable
central corporate governance, 121-122
Corporate Organization Policy Committee
results, 47
guidelines, 24-25
Principles of Corporate Governance, 13,
24, 26-28

C
Cadbury Committee, 83
CAE:s. See Chief Audit Executives
California Life Corporation, SEC case, 156
Capital appreciation, maximization, 106107
Capital markets, 102
Caremark standard, 160
Cash flow
generation, enterprise ability, 106-107
reporting, 112
statement, presentation (FASB
requirement), 112
Cash valuation, 205
CD&A. See Compensation Discussion and
Analysis
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Ceffins, Brian, 146—147
Center for Audit Quality (CAQ), 79
formation, 37
Center for Financial Market Integrity (CFA),
108
Certified Public Accountants (CPAs)
assurance services, 109
audit examination, 82
certification, 176
“Changing Nature and Consequences of
Public Company Restatements”
(Scholz), 104-105
Charitable contributions, 317-319
Chartered Financial Analyst (CFA), Center
for Financial Market Integrity, 108
Chartered Financial Analysts Institute,
financial analysts, 97
Chief Audit Executives (CAEs)
activity reports, submission, 252
audit committee meeting, 229
CFO, relationship, 253
external service provider usage, 256
responsibility, 248
standards, achievement, 258
work assessment, 257
Chief Executive Officer (CEO)
audit committee, relationship, 34
responsibility, 31
Chief Financial Officer (CFO), 34-35
CAE, relationship, 253
CIFiR. See Advisory Committee on
Improvements to Financial Reporting
Clean opinion, 330
Clerical payments, disclosure, 308
Closing agreements, 151
CoCo, 235
Code of Ethics for Senior Tinancial Officers
(Section 406, Sarbancs-Oxley Act),
71-72
Code of Professional Etiiics, Rules of Conduct
Rule 203 (AICPA), 181
Cohen, Jeffrey, 109
Combined Codes (UK), 234
Commercial Finance Association, 111
Commissions, list, 363
Committee for Economic Development
corporate governance reports, 101-102
report, 11
Committee of Sponsoring Organizations
(COSO)
“Effective Enterprise Risk Oversight—The
Role of the Board of Directors,” 228
Framework, 235-237
Cube, 236
“Guidance on Monitoring Internal Control
System” issuance, 233
Guidance on Monitoring Internal Control
Systems, 250
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“ICFR—Guidance for Smaller Public
Companies” issuance, 233
monitoring
guidance, 238
series, 6
Committee of Sponsoring Organizations of
the Treadway Commission (COSO),
20
Committee on Corporate Governance, 83
Communications, 92-93, 236
function, 27
improvement, 103
Communications Between Predecessor and
Successor Auditors (SAS No. 84), 291,
339
Companies
external auditors, relationship (oversight),
172
operations, geographical vresence, 7
Compensation Discussion and Analysis
(CD&A), 120
Complaints
handling, proceduies, 80-81
receipt/retendior /lreatment, 3, 81
Compliance
audits, 226
defects, 81
fantion, 27
cversight responsibilities, 55, 59
Comprehensive Model for Business
Reporting, elements, 127
Computer and Internet Fraud Manual, The
(ACFE), 289
Computer Financial Casebook: The Bytes that
Bite (Wells), 289
Computer fraud, 288—289
definition, 288
Conference Board Research Report, 359
Conference Board study, 47-48
Conlflicts-of-Interest Program, 322
Conflicts of Interest (Section 206, Sarbanes-
Oxley Act), 69
Connecticut General Statutes Annotated,
140
“Consideration of Fraud in a Financial
Statement Audit” (SAS No. 99), 178,
289-292
Conspiracy Act, 150
Constituencies, 121-122
Continuous improvement approach, 86
Control activities, 236
Control environment, 236
Control risk, 209
examples, 210
Controls, tests, 212-213
audit committee interest, 212
auditor requirement, 212
initiation, 213
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Convention on Combating Bribery of Foreign
Public Officials in International
Business Transaction, 309

Cooked books, 135

Cookie jar

reserves, management usage, 105
services, 14
Corporate accountability, 3
audit committee, responsibility, 32—43
Business Roundtable description, 9
concept, 8-9
extension, 11
developments, 12
framework, 348
meaning, 8-11
nature/importance, §—12
necessity, 11-12
public/private sector initiatives, 12-32
self-assessment checklist, 42
sources/readings, 43—45
standards, Sarbanes-Oxley incorporation, 12
Corporate audit committees
continuous improvement, 86
impact, 46

Corporate auditing philosophy/independence,
audit committee consideration, 249

Corporate ¢

justification, 318
Corporate contributions, 317-321
nonmonetary giving, 318
Corporate culture, 307
sources/readings, 324-325

Corporate directors, responsibilities. 346

Corporate financial reporting. process, 100

Corporate financial statements. principal
reports, 105-106

Corporate giving procram; transparency, 320

Corporate governeacs

activists, aggressiveness, 314-315

Business Roundtable principles, 9-10

Committee for Economic Development
reports, 101-102

practices, ABA Task Force
recommendations, 166

Corporate Governance Standards (NYSE
Section 303), 240

Corporate indemnification, 359

Corporate management

annual report statement inclusion, 358

financial accounting communication,
105-106

information source, 350

Corporate Organization Policy Committee
(Business Roundtable), results, 47

Corporate perquisites, 311-316

Corporate policies, review, 48

Corporate responsibility, governance
developments, 164—166

Index

Corporate Responsibility for Financial
Reports (Section 302, Sarbanes-Oxley
Act), 76-77, 116
Corporate Responsibility for Financial
Reports (Section 906, Sarbanes-Oxley
Act), 77-78, 116
Corporations
benefits programs, audit committee review,
49
financial policies, 111
financial reporting policies/practices,
assessment, 107-108
loyalty, director duty, 141
management member transactions, audit
committee review, 49
societal role, assessment, 101
COSO. See Committee of Sponsoring
Organizations
Council for Institutional Tnvestors, 97
monitoring/disclesare policy, 321
Countrywide Firanrciul, SEC action,
282
Court-created precedents, 148
Credit grentors, 110-114
audic committee, role, 110-113
Finarcial Accounting Standards Board
Statements, relevance, 111-112
importance, 110
Credit lines, 110
Credit raters, role, 113-114
Crossley, M., 285, 297
Cultural change, necessity, 16
Curing defects, 81
Cute accounting, 135

D
Defined contribution pension plans, 101
Delaware Court of Chancery, business
judgment rule, 140
Detalils, tests, 213
involvement, 214
Detection risk, material misstatement
(relationship), 208
Directors
expectations, 10-11
fiduciary duties, 10
negligence, 141
publications, 363
Disclaimer of opinion. See Opinion
Disclosure. See Audit committee disclosure
controls/procedures, ICFR (contrast),
244-245
principle, 186
reporting standard, 184-185
“Disclosure About Fair Value of Financial
Instruments” (SFAS No. 107), 112
“Disclosure of Management Remuneration”
(SEC Release No. 33-5856), 312
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Disclosure of Periodic Reports (Section 401,
Sarbanes-Oxley Act), 78-79

Disclosure of Transactions Involving
Management and Principal
Stockholders (Section 403, Sarbanes-
Oxley Act), 69-70

Division of Enforcement and Investigations
(PCAOB), 36

D&O insurance, 359

Dow Chemical, Inc., audit committee charter,
56-60

Due diligence, absence, 144

Dun & Bradstreet, 110

Dura Pharmaceuticals, Inc. v. Broudo, 148—
149

Duty-of-care principle, 141

E
Earnings discussion, audit committee
responsibility, 30
EBRC. See Enhanced Business Reporting
Consortium
“Effective Enterprise Risk Oversight—The
Role of the Board of Directors”
(COSO0), 228
Effectiveness, tests, 213
8-K auditor change communication, 119
8-K disclosure of disagreements, 118
“Elements of Financial Statements of
Business Enterprises” (SFAC No. 3),
98
“Elements of Financial Statements” (SFA.
No. 6), 98
Elements/recognitions (IASB work nL:asc), 98
Elliott Committee, 123, 360-26!
Employees, submissions (ancnymity), 3
Enforcement activities, 35
Engagement Quality Review *PCAOB
Auditing Standart No. 7), 211
Engagement team, 211
Enhanced Business Reporting Consortium
(EBRO), 127
Enhanced Conflict of Interest Provisions
(Section 402, Sarbanes-Oxley Act),
74-76
Enron
aftermath, 279
effect, lessons, 322-323
out-of-pocket payments settlements, 144
scandals/failure, 11-12, 128
settlements, 146
“Enron Affair from a Lenders View” (Grusd),
111
Enterprise risk management (ERM), 227-228
Enterprise Risk Management—Integrated
Framework (COSO), 227
Enterprise risk oversight, NYSE rules, 227—
228

377

Entities
accounting principles, auditor judgments,
271
fraud risk areas, audit committee profile
worksheet, 299-301
objectives, achievement, 240
Entity-level controls, 213
Entries, fraud, 150
Environmental liabilities, 119
ERM. See Enterprise risk management
Ernst & Young, Fraud Investigative Group,
284-285
Ethics requirements, certification/code (IIA
establishment), 247
Ethics standards, 35-36
Events, classes (assertions), 206
Exchange Act, Section 10A31)(1)(B), 57
Executive compensation, 311, 316-317
disclosure, 119-120
Executive expenses, audit colamittee review,
49
Exit market, nonexistenze, 113
Explanatory langiags, addition, 331
eXtensible Bursiness Reporting Language
(XRKL), 118
usage, 225
Exterrial audit
fraud; categorization, 210-211
1'5n, relationship, 206-211
iwiternal audit function
evaluation, 247
sources/readings, 267-268
External auditing, 92
groups, audit plans (review/consolidation),

process, 82-94
External auditors
audit committee
oversight, 204
relationship, 35-36
audit efficiency/effectiveness, 214-215
communications, requirement. See Audit
committee
companies, relationship (oversight), 172
concern, audit committee follow-up, 8
judgment, 99
oversight, 4
PSLRA requirement, 358
reporting, 266
responsibility, 289-296, 310-311
selection/evaluation, 261-266
criteria, 262-265
services, prohibition, 265-266
External audit plan, 203
evaluation, 215-217
sources/readings, 217-218
External service provider, CAE usage, 256
External users, classification, 100
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F
Fairness
auditing standard, 187-188
term, usage, 187
Fair value, 99
accounting, 113
reporting/disclosure, 113
“Fair Value Measurements” (SFAS No. 157),
112, 113
FASB. See Financial Accounting Standards
Board
FDICIA. See Federal Deposit Insurance
Corporation Improvement Act
Federal class action lawsuit settlements, 104
Federal Deposit Insurance Corporation
Improvement Act (FDICIA), 61, 188,
360
Federal Reserve Board statistics, 101
Federal statutes, 142—-147
Federal taxation process, 114
Federal Trade Commission (FTC), 114
objective, 120
Field work
auditing standards, 176
standards, 175
requirements, 177, 179
Final Rules, Audit Committee Disclosure
(SEC), 13
Financial accounting information,
communication, 105-106
Financial Accounting Standards Board
(FASB)
Accounting Standards Codificciicn (ASC),
182-188
adoption, 182
changes, 99
conceptual frameworks; changes, 185-186
disclosure prodizcis, 172
financial accauntuig/reporting, conceptual
framework project, 106
financial reporting
information, 97-98
model, 125
IASB, relationship, 173
materiality position, ASB reaffirmation,
185-186
Statement No. 3, 341
Statements, relevance, 111-112
Statements of Financial Accounting
Concepts issuance, 181
Financial Analysts Federation (Awards for
Excellence in Corporate Reporting
program), 108
Financial Condition and Results of Operations
(MD&A), 117
Financial data, reporting (integrity), 32-33
Financial expert, 61, 62. See also Audit
committee

Index

Financial Industry Regulatory Authority
(FINRA)
independence, definition (adoption), 17
listing rules, BRC recommendations, 19
Financial institution clients, bond raters
(conflicts), 114
Financial management, 88
performance, audit committee assessment,
49
Financial reporting, 224
audits, 225-226
fraud, warning signals, 158-159
information
external users, 97
sources/readings, 131-133
matters, 110-111
model (FASB), 125
objectives, conclusions, 106-107
process, outside auditing (improvement),
15
quality
decline, 12
public confidence, increase, 137
risks. management knowledge, 5
Finarcial Reporting Coordinating Committee,
AICPA establishment, 125, 127
Tinencial reports, audits, 172
sources/reading, 198-199
Financial Statement Restatements (GAO
report), 127
Financial statements
assertions, 205-206
audit, fraud (meaning), 279-289
disclosure, 321
form/content, revision, 358
function, 27
intentional distortions, 285-288
intentional material misstatements, 289
materiality, impact, 186
presentation, 125
quantitative representations, 107
transaction results, 185
usefulness, 107-108
Fitch Ratings (credit rater), 114, 119
Foreign Corrupt Practices Act. See U.S.
Foreign Corrupt Practices Act
Foreign payments, question, 307-311
characteristics, 307-309
Form 8-K, reports, 116
Form 10-K, 119-120
annual filing, 106
Annual Report disclosure, 19, 29
certification process, 58
falsity, 136
SEC report, usage, 115
Form 10-Q, 119-120
certification process, 58
falsity, 136
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filing, 19-20
quarterly filing, 106
quarterly report, 116
401(k), defined contribution pension plan, 101
403(b), defined contribution pension plan, 101
Framework Cube (COSO), 235-236
Framework purpose/status in GAAP (IASB
work phase), 99
Fraud. See Computer fraud
Auditing Standards Board (AICPA)
description, 279-280
considerations, 210-211
detection/disclosure, 147
existence, warning signals, 295-296
external auditor responsibility, 289-296
federal provisions, 149-151
ITA definition, 280
impact, SAS No. 99 consideration, 290
internal auditor responsibility, 296297
investigation, 297-299
executive, assignment, 297
meaning. See Financial statements
perspective, 279
risk assessment, audit committee oversight,
299-304
risk planning, preaudit meetings
(representative questions), 303
sources/readings, 304-306
Fraud and False Statements Act, 149
Fraud Investigative Group (Ernst & Young),
284-285
Fraud risk areas
audit committee, meetings/agendas, 202,
304
audit committee, profile werksieet,
299-302
postaudit meeting, repre<entative
questions, 303
review, 299
Fraudulent financial reporting
definition (NCFFR), 281
situations/opportunities, 287
warning signals, 158-159
Fraudulent Financial Reporting (COSO),
13
Fraudulent reporting, prevention, 135-137
Full disclosure principle, 184—-185
Funding requirements. See Securities and
Exchange Commission

G

GAO. See Government Accountability Office

GASB. See Government Accounting
Standards Board

General Accounting Office (GAO), report,
127

General auditing standards, 176-179

General legal responsibilities, 139—-149

379

Generally Accepted Auditing Procedures
(GAAP)
application, exceptions (absence), 180
characteristics, 180-182
compliance, 104
maintenance, 274
conformity, 19, 180, 269
FASB standards, 172
hierarchy, 182-188
summary, 183
information, 53
methods, alternative (effects), 32
requirements, 99, 174
Generally Accepted Auditing Standards
(GAAS)
characteristics, 174-176
hierarchy, summary, 180
origination, 173-174
overview, 174-176
requirements, 19, 315
source, 35
Global Crossing, failue, 128
Governance developinents. See Corporate
respons.bil ty
Government Accountability Office (GAO),
y¢liow, book publication, 174
Goverinmant Accounting Standards Board
{GASB), organization, 163
Grecii-eyeshade auditors, 213
Guegory, Holly, 356
rusd, Neville, 111
Guidance on Internal Control (UK), 234
“Guidance on Monitoring Internal Control
System,” COSO issuance, 233
Guidance on Monitoring Internal Control
Systems (COSO), 250
Guttman v. Nvidia Corporation, 160-161

H

Hampel Committee, 83

Harris, James F., 318

Harriss, C. Lowell, 317-318
Heyler, Grover R., 311

H.J. Heinz Co., SEC case, 156, 157
Hocus pocus accounting, 12
Hoffman, Ralph, 48

House Bill 1058, 147

1

IAASB. See International Auditing and
Assurance Standards Board

IASB. See International Accounting
Standards Board

ICFR. See Internal control over financial
reporting

“ICFR—Guidance for Smaller Public
Companies,” COSO issuance,
233
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ICGN. See International Corporate
Governance
IFRS. See International Financial Reporting
Standards
IIA. See Institute of Internal Auditors
Illegal acts
definition (ASB), 291
direct/indirect effects, ASB distinction, 292
PCAOB recommendations, 293-294
warnings signals, 293
Illegal Acts by Clients (SAS No. 54), 341
Illegal contributions, FCPA coverage, 319
Improper Influence on Conducts of Audits
(Section 303, Sarbanes-Oxley Act), 74
Improving the Effectiveness of Corporate
Audit Committees, 14
BRC recommendations, 17-20
Incidence-to-impact ratio, 281
Income appreciation, maximization, 106107
Income taxes, impact, 150-151
Independence. See Internal audit
impact, 249
requirement, 28
term, adoption, 17
Independence Standards Board (AICPA),
demise, 128
Independent accountant report, 342-343
Independent advisors, 360-362
Independent auditor report, 126, 329
audit committee review, 340
examples, 333-338
sources/readings, 345
usage, 330-331
Independent auditors
ASB requirements, 332-522
company relationship, cversight, 58
disagreements, 118-11¢
employees, valve, 31
ground rules (PCAOB), 329
information source, 350
review objective, 339
topical procedures, application, 339-340
Information, 236
evaluation. See Persuasive information
inclusion, coverage, 244
necessity. See Accounting
sources, 350-351. See also Audit
committee report
totality, 104
Inherent risk, 209
examples, 210
In-house legal counsel/outside counsel, audit
committee interaction, 138
Initial planning segment, 66
In Re Caremark International Inc. Derivative
Litigation, 140-141
Institute of Internal Auditors (ITA)
ethics requirements, certification/code, 247

Index

fraud definition, 280
internal audit definition, 224
Managing the Business Risk of Fraud: A
Practical Guide, 283
Practice Advisories update, 250
recommendations, 84
Standards for the Professional Practice of
Internal Auditing, 268
Standards for the Professional Practice of
Internal Auditing, 281
Institutional investors, principles, 315
Interim audit standards (PCAOB), 99-100
Interim financial statements, report,
338-342
Internal accountants, judgment, 99
Internal audit
audit committee questions, 259-260
group, audit committee (relationship), 35
ITA definition, 224
independence, 254
organization chart. sample, 253
oversight/reposting, 228-229
philosophi 7, 250
usefuln=ss, <
Interra. Audit Charter (Practice Advisory
1000-1), 248
Internal audit function, 27
audit committee, interaction, 296-297
compensation, 249
evaluation, 247
geographic diversity, 249
monitoring, 257-261
objectivity, 249
outsourcing, considerations, 254-255
oversight, 55, 59
selection, 247-257
criteria, 247-249
sources/readings, 267-268
specialists, necessity, 249
staffing, 247-257
leadership, impact, 247-248
structure/logistics, 252-254
Internal auditing, 92
characteristics, 84
groups, audit plans (review/consolidation),
66

process, 82-94
Internal auditors
ICFR testing plan, 225
information source, 350
internal control responsibilities, 239
responsibility, 297-298
Internal audit plan, 224
components, 224-226
sources/readings, 229-230
Internal control
annual assertions, 241-243
audit committee expectations, 245-246
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components, functionality (management
determination), 6
concepts, 235-238
deficiencies, identification/communication,
6
definitions, 235-238
evaluation, top-down approach, 213
framework, 330
function, 27
oversight, 4, 5-6
process, monitoring (application), 237
quarterly certifications, 241-243
reporting requirements, 241-245
responsibilities, 238-239
structure, 138
system, monitoring, 233
sources/readings, 246
system, responsibility, 238-240
Internal Control—Integrated Framework
(COSO0), 14, 302
Internal Control over Financial Reporting
(COS0), 13
Internal control over financial reporting
(ICFR), 225
annual assertion, management issuance,
245
assertion, policy/procedure coverage, 245
disclosure controls/procedures, contrast,
244-245
effectiveness
management assessment, 243
management evaluation, 242
establishment/maintenance, 242
external auditor report, 243
International Accounting Standards Board
(IASB), 98
changes, 99
conceptual framewor';, changes, 185-186
FASB, relationship 173
national/internationar accounting/auditing
standards convergence, 195-196
work/phases, 98-99
International Auditing and Assurance
Standards Board (IAASB), 196
revised ISA issuance, 203
International auditing pronouncements,
196-197
International auditing standards, 195-198
International Corporate Governance Institute,
119
International Corporate Governance Network
(ICGN), investor relationship
management, 315
International Financial Reporting Standards
(IFRS), 4-5
adoption, 173
International Organization of Securities
Commission (I0OSCO), national/

381

international accounting/auditing
standards convergence, 195-196
International Standard on Auditing (ISA)
215, 206
315, issuance, 203
330, issuance, 203
500, issuance, 203
TAASB issuance, 196
international auditing standards, 174
revisions
AICPA incorporation, 204
TAASB issuance, 203
Investors, 101-109
importance, 101-105
power, 102-103
IOSCO. See International Organization of
Securities Commission
ISA. See International Standard on Auditing

J

Jenkins Committee, 122-123
recommendations, 125, 127

Johnston, Donald T., 309

Joseph, James A., 320

Journal of Aiccountancy, questions, 346

K

Ka'ours, Lawrence P., 83

e controls operation, 237-238

Liilearn Properties, audit committee case,
154-155

Klausner, Michael, 146-147

Klepper, Anne, 318

Kozlowski, Dennis, 313

Krishnamoorthy, Ganesh, 109

L
Legal liability, minimization (guidelines),
166-170
Legal processes, 92
Legal responsibilities, 139-149
Letter to Audit Committee (Levitt), 25-26
Levitt, Arthur, 24
audit committee concern, 103-104
letter to audit committees, 25-26
“Numbers Game,” 12-14, 46
report, 186
Levy, Ferdinand K., 320
Lewis, Glass (proxy advisor), 97, 119
Listed companies, BRC recommendations,
17-18
Listing company audit committee, standards,
79-80
Livent, Inc., SEC case, 157
Logistical matters, consideration, 249
Logistics. See Internal audit function
Long-term financial commitments, 107
Long-term lenders, 110
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Long-term performance, public goals
(relationship), 101-102

Lovdal, Michael L., 34

Lums, Inc., SEC injunction, 152-153

M
MacDonald Commission, 83
Mail Fraud Act, 149-150
Management
accounting methods/procedures, selection
flexibility, 184
accounting skills, 4-5
assertion, sample, 243-244
auditing judgments, 271
disagreements, 271
expectations, 23
financial reports, 128-129
fraud
legal cases, 286
rationale, 286
responsibility, 4, 5
stock options, value, 105
support/engagement, 7
Management Assessment of Internal Controls
(Section 404, Sarbanes-Oxley Act),
70-71
Managements Discussion and Analysis
(MD&A), 117-118
CD&A, contrast, 120
Financial Condition and Results of
Operations, 117
preparation, 117
SEC regulations, impact, 117-118
Managements Discussion and A nulysis
(SSAE No. 8), 125, 127
Managing director, audit committee
independence. 3
Managing the Business Risk of Fraud: A
Practica! Guide, 283-284
Manzo v. Rite Aia Corporation, 160
Market share, 127
Marsh, Hugh L., 298
Martosella, Peter, 136
Materiality
assessment, 208
audit risk, relationship, 216
definition, 207
determination, qualitative factors, 219-220
FASB position, ASB reaffirmation,
185-186
impact, 186, 207
material misstatement risk, relationship,
216
quantitative expression, 208
risk, relationship, 209
Material misstatement
detection risk, relationship, 208-209
risk evaluation, 209

Index

Mattel
injunction, 153
sales overstatement, 137
McLucas, William, 135
MD&A. See Managements Discussion and
Analysis
Measurement (IASB work phase), 98
Merrill Lynch, Pierce, Fenner & Smith, Inc. v.
Dabit, 148-149
Ministerial payments, disclosures, 308
Misstatements, 289
ASB description, 280
Model Business Corporate Act, 141-142
Model Business Corporation Act (Section 35),
ABA amendment, 141
Monitoring, 236
application. See Internal control
COSO series, 6
function, 65, 72
guidance, 6
procedures
design/execation, 6
management implementation, 5
Monopelistic practices, prevention, 114
Moody. (credit rater), 114, 119
Morion-to-dismiss stage, consideration, 149
iuohy, A.A., 285, 297
~Iutchler, Jane F., 361

N
NACD. See National Association of Corporate
Directors
NASD. See National Association of Securities
Dealers
NASDAQ), corporate governance listing
standards (changes), 28
National Association of Corporate Directors
(NACD), 181
Blue Ribbon Commission on Audit
Committees report, 49, 65, 356
summary, 357
investor relationships, management, 315
National Association of Securities Dealers
(NASD), listing requirements, 137
National Commission on Fraudulent Financial
Reporting (NCFFR), 83
audit committee
establishment endorsement, 48
functions (NCFFR recommendations),
64-65
oversight responsibilities
recommendation, 63
computer fraud conclusions, 288
establishment, 135
fraudulent financial reporting
definition, 281
situations/opportunities, 287
National Credit Office credit reports, 110
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National Investors Relations Institute, 108
Negligence, director personal liability, 141
NERA Economic Consulting, 104
New York State, audit committee
requirements, 140
New York Stock Exchange (NYSE)
board of director oversight directive,
348-349
corporate governance listing standards,
changes, 28
enterprise risk oversight rules, 227-228
incorporation statute, 139
independence, definition (adoption), 17
listing company audit committee
recommendations, 47
listing requirements, 137
listing rules recommendations, 19
reporting requirement, 347
rule
approval, 102
change, 62-63
Section 303A (Corporate Governance
Standards), 240
Nine-Point Action Plan (SEC), summary,
15-16
Nonaudit services, 261, 265-266
Nonbusiness enterprises, financial reporting,
98
Nonmonetary giving, 318
Not-for-profit Sector, applicability (IASB
work phase), 99
“Numbers Game, The” (Levitt), 12—-14 .44

o

Objective/qualitative characterisiics (1ASB
work phase), 98

“Objectives of Financial Pepariing by
Business Enterprises © (SFAC No. 1),
98

Objectivity, 249

Obtaining External Services to Support or
Complement the Internal Audit
Activity (Practice Advisory
1210.A1-1), 255-257

Off-balance sheet arrangements, explanation,
163

Operational audits, 226

Operational efficiency, 224

Operational objectives/criteria, 107-108

Operations, audit committee member
observations, 8

Opinion. See Adverse opinion; Qualified
opinion; Unqualified opinion

disclaimer, 331, 337-338

Organizational Independence (Practice
Advisory 1110-1), 251

Organization of Economic Cooperation and
Development (OECD), accord, 309

383

Out-of-pocket liability risk, exposure, 146
Out-of-pocket payments, occurrence, 147
Outside auditing, improvement, 15
Outside auditor
accountability, BRC recommendation,
18-19
company relationship, oversight, 54-55
function, 26
Outsourcing
arrangements, evaluation (IIA suggestions),
254-255
considerations, 254-255
Oversight, 228-229
functions, performing, 31
Oxford Analytics, 361

P

PAC. See Political Action Committee

Panel on Audit Effectiveness, Public
Oversight Board <t,ansorship, 20

Participative managemeant upproach, 122

PCAOB. See Public Carapany Accounting
Oversight'Board

Peer review mcnitoring, 35-36

Penn Centrai Company, financial collapse, 152

Performance-vased guideline, 315

Perjury, venalties (declaration), 150

Periii sy fraud, 150

Peisaasive information, evaluation, 237-238

2ianning function, 65-66

Playboy Enterprises, Inc. (SEC case), 156

Pleading requirements, purpose, 148

Political Action Committee (PAC),
establishment, 319

Political contributions, 319-320

Postaudit meeting, representative questions,
303

Postaudit review, 276

Postaudit segment, 66

Powell, Thomas E., 298

Powers, William C., 140-141

Practice Advisories, IIA update, 250

Practice Advisory 1000-1 (Internal Audit
Charter), 248

Practice Advisory 1110-1 (Organizational
Independence), 251

Practice Advisory 1210.A1-1 (Obtaining
External Services to Support or
Complement the Internal Audit
Activity), 255-257

Practice Advisory 2060-1 (Reporting to
Senior Management and the Board),
252

Preapproval of Audit and Nonaudit Services
(Section 202, Sarbanes-Oxley Act),
67-68

Preaudit meetings, representative questions,
303
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Preaudit segment, 66
Presentation/disclosure
assertions, 206
IASB work phase, 98
Pretax net income, overstatement (auditor
determination), 207-208
Price discrimination, prevention, 114
Principles of Corporate Governance
(American Law Institute), 63—64
Principles of Corporate Governance
(Business Roundtable), 13, 24, 26-28
Private Enterprise, Public Trust (Committee
for Economic Development), 13
Private sector initiatives, 356
Private Securities Litigation Reform Act of
1995 (PSLRA), 83
Congressional enactment, 148
external auditor requirement, 358
Section 104, 162
Private Securities Reform Act (1995),
147-149
Professional accounting associations, 363
Pro forma non-GAAP information,
53, 58
Property, concealment, 151
Protection for Employees of Publicly Traded
Companies Who Provide Evidence of
Fraud (Section 806, Sarbanes-Oxley
Act), 72-74
Proxies, shareholder access, 102
PSLRA. See Private Securities Litigation
Reform Act of 1995
Public companies, internal contrais
(maintenance), 135
Public Company Accountir.g C.versight Board
(PCAOB)
Auditing Standard.Nc, 7 (Engagement
Quality Review), 211
auditing standards; 177
impact, 270-271
audit risk standards, issuance, 204
creation, 35-36, 173-174
Division of Enforcement and
Investigations, disciplinary arm, 36
enforcement authority, 128
illegal acts recommendations, 293-294
independent auditor ground rules, 329
inspections, 37, 43
interim audit standards, 99—-100
office, audit committee members interest,
36-37
organization, 36
oversight, 36, 128
requirements, 109
Sarbanes-Oxley authorization, 36
Standard No. 2, 13
Standard No. 5, 14
standards, issuance, 176

Index

Public company auditors, POB self-
regulation, 35
Public corporation practices, 165
Public goals, long-term performance
(relationship), 101-102
Public Oversight Board (POB)
blue ribbon panels, 128
Panel on Audit Effectiveness, sponsorship,
20
public company auditor self-regulation, 35
Public sector initiatives, 356
Public transparency reports, 37, 43

Q
Qualified opinion, 331, 334-336
“Qualitative Characteristics of Accounting
Information” (SFAC No. 2), 98
Qualitative information, expectations
(establishment), 23
Quality assurance elements/policies/
procedures, 95-94
Quality Assuranc=-Review (audit committee),
93
Quality_cont ol
elements, 109
standards, 35-36
Quarterly certification requirements (SEC),
241-242

R

Real-Time Issuer Disclosures (Section 409,
Sarbanes-Oxley Act), 79

Rebuilding Corporate Leadership
(Committee for Economic
Development), 14

“Rebuilding Corporate Leadership”
(Committee for Economic
Development), 11

“Recognition and Measurement in Financial
Statements of Business Enterprises”
(SFAC No. 5), 98

Recognition criteria, 185

Records, withholding/falsification/
destruction, 151

Registered public accounting firms,
responsibilities, 60, 80

Regulation FD (SEC), adoption, 108

Regulation S-K (SEC), 117, 120

Item 401(e), 29
Regulatory agencies, 114-121
importance, 114

Regulatory proceedings, litigation review, 48

Release Z1 (Federal Reserve Board), 101

Remaining issues (IASB work phase), 99

Reported liabilities, completeness, 205

Reported revenue, existence, 205

Reporting, 228-229. See also External
auditors; Financial reporting
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auditing standard, 182-188
entity change, 274-275
entity (IASB work phase), 98
function, 65, 75-76
relationships, 248-249
standards, 175
disclosure, 184—185
Reporting to Senior Management and the
Board (Practice Advisory 2060-1), 252
Report of Investigation by the Special
Investigative Committee of the Board
of Directors of Enron Corporation,
140-141
Report of the NACD Blue Ribbon Commission
on Audit Committees (NACD), 13
“Reports on the Application of Accounting
Principles” (SAS No. 50), 118
Report to the Nation (Association of Certified
Fraud Examiners), 282-283
Research and development (R&D) results, 127
Research studies, summaries, 38—41
Revised Model Business Corporation Act,
ABA adoption, 141-142
Ridley, Anthony J., 253-254
Risk, 347. See also Audit risk; Control risk;
Inherent risk
addressing, 237-238
assessment, 236
exposure, assessment/management (CEO/
senior management responsibility), 31
external audit, relationship, 206-211
materiality, relationship, 209
profile, 26
Risk Metrics Group (proxy advisor), 97
Robinson-Patman Act, 120-121
Rogue trader, activities, 347
Rubin, Steven, 100
Rules of Conduct of the {_adc of Professional
Ethics, Rule 203 (AICPA), 181

S
Sarbanes-Oxley Act (2002)
audit committees roles/responsibilities, 85,
119
Congressional enactment/passage, 12, 84,
128, 279, 330
enactment, 78
GAO perception, 127-128
impact, 41
limitation, 109
PCAOB authorization, 36
perception, 146
provisions, 35
responsibilities, 67-82
SEC practice authorization, 180-181
Section 2(a)(3), 47
Section 2(a)(3)(A), 203
Section 103, 211
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Section 201 (Services Outside the Scope of
Practice of Auditors), 67
Section 202 (Preapproval of Audit and
Nonaudit Services), 67-68
Section 203 (Audit Partner Rotation),
58-69
Section 204 (Auditors Reports to Audit
Committees), 69, 270
Section 206 (Conflicts of Interest), 69
Section 208(a), impact, 163
Section 301, 60
action, 281
Section 302(a)(4), 330
Section 302 (Corporate Responsibility for
Financial Reports), 76-77, 116
action, 281
Section 303 (Improper Influence on
Conducts of Audits), 74
Section 307, impact, 163
Section 401 (Disclosur of Periodic
Reports), 718-72
Section 402 (Enhanced Conflict of Interest
Provisions). 74-76, 314
Section 403 ‘Disclosure of Transactions
Inveiving Management and Principal
SiockkLolders), 69-70
Seciiow 404 (Management Assessment of
Internal Controls), 70-71, 331
compliance, 233, 237
impact, 204
implementation, 37
SEC requirement, 235
Section 406 (Code of Ethics for Senior
Financial Officers), 70-71
Section 407, 61
Section 409 (Real-Time Issuer
Disclosures), 79
Section 806 (Protection for Employees of
Publicly Traded Companies Who
Provide Evidence of Fraud), 72-74
Section 906 (Corporate Responsibility for
Financial Reports), 77-78, 116
Sections 205/301, 3
Sections 406/407, 162
SAS. See Statement on Auditing Standards
Sawyer, L.B., 285, 297
Say on pay proxy process, 316
Scheme liability, 161-162
Schering-Plough Foundation, contributions,
321
Scholz, Susan, 104-105
Schwartz, R.A., 317-318
Securities Act of 1933, 119-120, 142-145
filings, 317
penalties assessment, 144—145
Section 11, litigation, 142
Section 11(b)/11(c), 142-143
securities lawsuit basis, 148
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Securities and Exchange Act of 1934, Section
10(b), 145-146
Securities and Exchange Commission (SEC)
Advisory Committee on Improvements to
Financial Reporting (CIFiR), 186-187
audit committee
developments, 162-164
role, 120-121
Division of Corporation Finance, 313
8-K disclosure, requirements, 118
enforcement actions, 49
establishment, 145
final rules, 79-80
funding requirements, 81
Interpretative Release No. 33-5856, 312
Interpretative Release No. 33-5904, 313
Nine-Point Action Plan, summary, 15-16
1C-19032, 313-314
practice, Sarbanes-Oxley authorization,
180-181
purpose, 115
quarterly certification, 241-242
registrant engagement requirement,
338-339
Regulation FD, adoption, 108
Regulation S-K, 29, 117, 120, 172
amendment, 313-314
Item 304, 291
Regulation S-X, 172
amendment, 273
release changes, 271
Release No. 33-5758, 311-312
Release No. 33-5856 (“‘Disclosuie of
Management Remuneraio.”), 312
Release No. 33-6003, 315
Release No. 33-6962, 512-314
Release No. 33-8133, 163
Release No. 338176, 162
Release No. 23-8&130, 162-163
Release No. 35-8182, 163
Release No. 33-8183, 269
final rules, 270-272
Release No. 33-8185, 163
Release No. 33-8220, 162
Release No. 33-8238, 163-164
Release No. 33-8732A, 317
Release No. 34-47890, 162
Release No. 34-54302A, 317
Rule 10(b)-5
board of director impact, 146
violation, 136
Sarbanes-Oxley Section 404 requirements,
235
Section 13(a)/15(d), 77
settlements, 104
topical developments, 116-120
Securities Exchange Act of 1934, 79, 120,
145-146

Index

filings, 244, 317
Release No. 13482, 312
Rule 10A-3, 29-30
Section 10(b)
private action, 161
violation, 136
Section 13(a)/15(d), 76
Section 303A(7)(c), 30
Section 303A(7)(d), 32
securities lawsuit basis, 148
Securities litigation, 135-137
Securities Litigation Uniform Standards Act
(SLUSA), 148
SEC v. Killearn Properties, Inc., 154-155
SEC v. Mattel, Inc., 153
Self-regulatory organizations (SROs), 81
listing standards, 20
requirements, 81
Senate Bill 240, 147
Senior management. responsibility, 31
Services Outside-te Scope of Practice of
Auditors {Sarbanes-Oxley Act,
Section 201), 67
SFAC. S¢- Statements of Financial
Accounting Concepts
SFEAS. See Statement of Financial Accounting
Standards
Skareholders, proxy access, 102
Shatto, Gloria M., 320
Sherman/Clayton acts, 120
Sherwin, David, 285
Short-term financial commitments, 107
Short-term lenders, 110
SLUSA. See Securities Litigation Uniform
Standards Act
Societe Generale, risk, 347
Special Committee on Assurance Services
(AICPA), 122-123
Special Committee on Financial Reporting
(AICPA), 122-123
summary report, 123
Special reports, 344
Spring-boarding, 316
SSAE. See Statement on Standards for
Attestation Engagements
Staff Accounting Bulletin 99, 186
Standard Auditor Report (unqualified
opinion), 330
Standard & Poors (credit rater), 114,
119
Standards for the Professional Practice of
Internal Auditing (ITIA), 258
Standards for the Professional Practice of
Internal Auditing (ITA), 281
Standing committee
audit committee, contrast, 47
board of director appointment, 33
statutory duties, 140
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“Statement of Cash Flows™ (SFAS No. 95),
112
Statement of Financial Accounting Standards
(SFAS)
No. 95 (“Statement of Cash Flows”), 112
No. 107 (““Disclosure About Fair Value of
Financial Instruments”), 112
No. 133 (“Accounting for Derivative
Instruments and Hedging Activities™),
112-113
No. 157 (“Fair Value Measurements’),
112, 113
No. 168, 182
Statement on Auditing Standards (SAS)
No. 47 (“Audit Risk and Materiality in
Conducting an Audit”), 185-186
No. 50 (“Reports on the Application of
Accounting Principles™), 118
No. 54 (lllegal Acts by Clients), 341
No. 59, requirements, 117
No. 71, amendment, 19-20
No. 84 (Communications Between
Predecessor and Successor Auditors),
291, 339
No. 95, 179
No. 99 (“Consideration of Fraud in a
Financial Statement Audit”), 178,
289-292
fraud, impact, 290
No. 105, 338
No. 106, 206
No. 108, 204
Statement on Standards for Attestatior.
Engagements (SSAE), 188
No. 8 (Managements Discussioiand
Analysis), 125, 127
Nos. 10/11/12/14, 331
summary, 194-195
Statements of Financi:al Accounting Concepts
(SFAC), 98
authority, consideration, 100
FASB issuance, 181
Statements on Quality Control Standards
(Auditing Standards Board), 109
States, statutes, 139-142
Stewardship accountability, 105-106
Stock options, value, 105
Stoneridge Investment Partners, LLC v.
Scientific-Atlanta, Inc., 161-162
Subprime crisis, impact, 356-357
Substantive analytical procedures, 213, 214
Substantive procedures, 213-214

T

TARP. See Troubled Asset Relief Program

Task Force on Corporate Responsibility
(ABA), governance policy
recommendations, 164—166
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Tellabs v. Makor Issues & Rights, Ltd., 149
Tests of controls. See Controls
Tests of details. See Details
Transactional economics, 8
Transactions, classes (assertions), 206
Transaction value, 99
Transparency, 315
Transparency report, 37
Treadway, James, 135
Treadway Commission, 298, 359
Treadway Report, 358
recommendations, 360
Troubled Asset Relief Program (TARP), 102
Turnbull Guidance, 235
“20 Questions Directors Should Ask About
Internal Audit” (Fraser & Lindsay),
347
Tyco
corporate perquisites, 314
scandals, 11-12

U
United Kingdom
Combined Code¢s, 234
Guidance on internal Control, 234
Unqua'ifiea.cpinion. See Standard Auditor
I oport
AS3-summary, 331
1.l .~Corporate equities proportions, changes
(Federal Reserve Board tracking),
101
U.S. Foreign Corrupt Practices Act, 83,
233-234
action, 281
cases/violations, 308
compliance, 279, 317
historical perspective, 309-310
illegal contributions coverage, 319
inception, 330
prohibition, 307
U.S. non-public companies, auditors (peer
review program participation), 37
U.S. public companies, financial report audits
(factors), 173
U.S. Surgical Corporation, SEC action,
155-156
USA Patriot Act, 151
“Using cash flow Information and Present
Value in Accounting Measurements”
(SFAC No. 7), 98

W
Wall Street expectations, 105
Wal-Mart Stores, Inc.
audit committee charter, 50-56
audit committee report, 354-355
Wells, Joseph, 289
Whitehead, John, 16
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Williams, Harold M., 32-33, 355-356
Work of others, usage, 214-215
WorldCom
aftermath, 279
out-of-pocket payments settlements, 144
scandals/failure, 11-12, 128
settlements, 146
Wright, Arnie, 109

Index

X
XBRL. See eXtensible Business Reporting
Language

Y

Yellow book. See Government Accountability
Office

Young, Michael R., 298-299



