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Figure 10–2 Flowchart of the Revenue Process: EarthWear Clothiers (continued on p. 339 and 340)
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We now discuss the following topics related to the revenue process:

 ■ Types of transactions and financial statement accounts affected.

 ■ Types of documents and records.

 ■ The major functions. 

 ■ The key segregation of duties.

Types of Transactions and Financial Statement Accounts Affected 
Three types of transactions are typically processed by the revenue process:

 ■ The sale of goods or rendering of a service for cash or credit.

 ■ The receipt of cash from the customer in payment for the goods or services.

 ■ The return of goods by the customer for credit or cash.

The key controls involved in each of these transactions are discussed later in the chapter. For some 
entities, other types of transactions that may occur as part of the revenue process include scrap sales, 
inter-company sales and related-party sales. The auditor should be aware of how these transactions 
are processed and their related controls when they represent material amounts in the financial 
statements.
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