MEAR IMAGE INC.

MODULE # 4 - TESTS OF INTERNAL CONTROLS

GENERAL –

To complete this module, you will:


1. Read about tests of internal control techniques.


2.  Prepare a Discussion and Observation Worksheet (DOW) for tests of two 



control techniques in the billing function of MII.

We will begin work on this assignment in your teams in class, but you should have done the first three steps before coming to class.

                                                                                                                       DONE BY

PROCEDURES --__________________________________________     & DATE__

1.  Read the description of discussion and observation testing at


D&O and, as directed, review the completed Discussion and 


Observation Worksheet (DOW) at DOW.  Print DOW for class.        _________

2.  Review the description of the procedures and controls in the billing


function of MII at Procedures and the TFR you prepared in 


Module # 3. Bring to class.                                                                   _________

3.  Before coming to class, print copies of the first and second pages of


the DOW form at DOW FORM.




  _________

4.  In step 5 below, you will perform steps 12 and 13 on the audit


program you used in Module # 3.  But, before completing the DOW


form, consider the following questions:


a. When and how many times would you visit the billing function?


b. What questions would you ask the personnel?


c. What and how many documents would you look at?


d. What critical information would you look for on the documents?


e. What other observations would you make?


f. What kinds of exceptions would you expect the client’s control 



techniques to find?                                                                     _________
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5.  Perform the tests included in steps 12 and 13 on the audit program you

used in Module # 3.  In class, prepare the DOW form to summarize


the results of your tests.  You will have to create the employees, 


observations, documents, and other data as you imagine the tests


might have involved if you were really able to perform them.


(Note that this imaginary way of testing is much more efficient than


real testing.  However, you should not place very much reliance on


imaginary tests during a real audit.)                                                     ________

6.  After working on the manual DOW in class, your team should prepare


the final version of the DOW on the blank DOW at DOW FORM.


Print the DOW when you have completed it.                                      ________

7.  Critically review your work for completeness and obvious errors and


omissions.                                                                                            ________

8.  Hand in this completed program, the revenue cycle audit program with


steps 12 and 13 signed off, and your printed DOW.                            ________

BUDGETED TIME:             4 HOURS

YOUR ACTUAL TIME:      _________
2
