ACL Assignments Overview

ACL software is bundled with each copy of the 6th edition of the Louwers et al. Auditing and Assurance Services textbook. The ACL bundled software comes with a tutorial, which is a PDF file entitled ACL in Practice. The tutorial contains 7 chapters
 and uses the sample data files that are included with the ACL software.  To install the software, insert the ACL disk in your computer’s disk drive and follow the instructions.  Follow the following instructions to access the ACL in Practice:

1. After installing ACL, open the “Start Menu” on your computer.
2. Click “All Programs.”
3. Find the “ACL Desktop Education Edition” folder icon.
4. Single click or place your mouse on the “ACL Desktop Education Edition” folder icon to display the folder contents (i.e., ACL Desktop Education Edition, ACL Help, ACL in Practice, ACL Utility, Readme).

5. Click on “ACL in Practice” to open the tutorial.
6. Alternatively, you can navigate directly to the file ACL_in_Practice.pdf in the folder where ACL data and the tutorial are saved on your hard drive (e.g., C:\ACL Data\Sample Data Files).  
7. Solutions for ACL in Practice assignments are found in the attached ACL_in_Practice_Exercise_Solutions.PDF file. (Note: some of the code numbers are slightly different, but the totals in the solutions are correct.)
ACL in Practice Chapters 1-4 can be assigned independently of the Louwers et al. Auditing and Assurance Services textbook chapters; however we recommend they be assigned with Chapter Three, which introduces students to computer assisted audit techniques (CAATs) and explains their role in the audit engagement.  Chapter Eight will have additional assignments out of ACL in Practice that are specific to the acquisition and expenditure cycle.  (ACL in Practice Solutions are provided separately.)  Finally for Module F and Module G, students will learn how to use CAATs in attribute and dollar unit sampling, respectively.
	Auditing and Assurance Services Text
6th Edition
	ACL in Practice
PDF File
	Assignment(s)

	Chapter 3
	Chapter 1 (estimated time 5 minutes)
	Introduction

	
	Chapter 2 (estimated time 50 minutes)
	Examining employee data

	
	Chapter 3 (estimated time 45 minutes)
	Setting up a project

	
	Chapter 4 (estimated time 35 minutes)
	Analyzing the data

	Chapter 8
	Chapter 5 (estimated time 90 minutes)
	Examining expense patterns

	
	Chapter 6 (estimated time 150 minutes)
	Analyzing transactions

	
	Chapter 7 (estimated time 245 minutes) (note, this does not include completing “ideas for further analysis”)
	Validating, correcting, and extracting data

	
	Exercise 4 (estimated time 5 minutes)
	

	
	Exercise 5 (estimated time 5 minutes)
	

	
	Exercise 6 (estimated time 10 minutes)
	

	Module F
	ACL Attribute Sampling Tutorial(estimated time 5 minutes)
	Attribute sampling

	
	Exercise 1 (estimated time 5 minutes)
	

	
	Exercise 2 (estimated time 5 minutes)
	

	Module G
	ACL MUS Tutorial (estimated time 5 minutes)
	MUS sampling

	
	Exercise 1 (estimated time 5 minutes)
	

	
	Exercise 2 (estimated time 5 minutes)
	


Louwers et al. Auditing and Assurance Services
Chapter Three
Problem 3.63 – ACL Case and Discussion Questions
For this problem, please complete the following required steps, using the ACL demonstration software included with this book:
Required: 
1. Read Chapter 1: Introducing Metaphor Corporation of the ACL in Practice tutorial.  This chapter provides an overview of the ACL software and tips for proceeding through the tutorial exercises.  

a. Why is it important to look at the data in its original format before importing the data into ACL? 
b. What are some potential obstacles to looking at the data before importing it into ACL? 

c. What are some practical strategies to improve ACL’s usefulness on the audit engagement?

2. Read Chapter 2: Examine Employee Data of the ACL in Practice tutorial and complete the five exercises at the end of the chapter. Your instructor will inform you which, if any, of the exercises to complete and submit. To begin the exercises, click “Start” on your desktop (lower left corner), move your cursor to “All Programs”, move your cursor to the ACL Desktop Education Edition folder, and then click on ACL Desktop Education Edition.
a. What are some of the tasks that can be performed by ACL?  

3. Read Chapter 3: Set up Your Project of the ACL in Practice tutorial and complete the two exercises in the chapter.  
a. What is the importance of documentation when using CAATs?

4. Read Chapter 4: Begin Your Analysis of the ACL in Practice tutorial and complete the eight exercises at the end of the chapter. Your instructor will inform you which, if any, of the exercises to complete and submit.
Louwers et al. Auditing and Assurance Services
Chapter Eight
CAATs Exercises and Discussion Questions
1. Read Chapter 5: Examine expense patterns in the ACL in Practice tutorial and complete the six exercises in the chapter (five within the chapter and one at the end).  Your instructor will inform you which, if any, of the exercises to complete and submit.
2. Read Chapter 6: Analyze Transactions in the ACL in Practice tutorial and complete the five exercises at the end of the chapter.  Your instructor will inform you which, if any, of the exercises to complete and submit.
3. Read Chapter 7: Validate, Correct, and Extract Data in the ACL in Practice tutorial and complete the seven exercises in the chapter (three within the chapter and four at the end).  Your instructor will inform you which, if any, of the exercises to complete and submit.
Additional Exercises

4. You are reviewing expense accounts for MGP Group, a notoriously shady client.  Several anonymous posters to the company’s chat room have bragged about the large amounts they have been able to steal from the company by submitting duplicate invoices.
Required:

How will you use ACL to search for duplicate invoices at MGP?  Be specific.  What commands will you use?
5. You are auditing the vouchers payable account of Horrocks International.  You are particularly concerned that there might be debit balances included in the account.  You have been provided the computer listing of all 10,516 accounts that make up the $4,763,282 balance.  

Required:

Why are external auditors concerned about debit balances in payables?

What specific procedures and commands would you employ using ACL to audit the vouchers payable account?

6. You have been assigned to audit the fixed assets of Ikon properties, a real estate development group.  Ikon recently completed construction of a major downtown hotel, and you are concerned that some of the construction payments may have gone to a related party at an inflated price.  You also want to select specific construction charges to test for existence and valuation.
Required:

How would you use ACL to attempt to identify related party payments that may be inflated?  How would you identify the largest construction charges to test for existence and valuation?
Louwers et al. Auditing and Assurance Services
Module F
CAATs Exercises and Discussion Questions
ACL Attribute Sampling Tutorial
We use the AirCon example regarding the occurrence assertion in Module F to illustrate how to use ACL in attribute sampling. 
Determining sample size
1. With any ACL project (e.g., Metaphor Company) open, choose Sampling on the menu toolbar

2. Click on Calculate Sample Size
3. Choose the Record option

· Confidence is 95 (Note: this translates to a 5% Risk of overreliance)
· Population is 20000 (Note: Do not enter comma)
· Upper Error Limit (%) is 6 (this is Tolerate Rate of Deviation)
· Expected Error Rate (%) is 2 (this is Expected Population Deviation Rate)
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4. Click Calculate and OK
What is the recommended sample size? As shown below, ACL provides a sample size of 130 (which differs slightly from the sample size of 127 determined using sampling tables). In addition to the sample size, the ACL output provides the following:

· Sampling interval (“Interval size”) which could be used to select sample item.

· Number of deviations that could be identified without reducing reliance on the control (“Number of tolerable errors”)
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Evaluating Sample Results
1. With any ACL project (e.g., Metaphor Company) open, choose Sampling on the menu toolbar

2. Click on Evaluate Error
3. Choose the Record option
· Confidence is 95
· Sample size is 127 (Note: This is the sample size determined in the textbook example and not the sample size determined using ACL in the previous section of this tutorial)
· Number of errors is 2

4. Click OK
What is the Upper Limit Rate of Deviation?  As shown below, ACL provides an Upper Limit Rate of Deviation (Upper Error Limit) of 4.96%. This is slightly lower than the 5% determined in the textbook example, because ACL used the exact sample size of 127, rather than the 125 used in the sampling tables in the text.
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Additional Exercises
1.
Use ACL to complete problem F.61 in the textbook (assume a population of 1,000 items). Compare the results to results determined using the sampling tables.

2.
Use ACL to complete problem F.66 in the textbook. Compare the results to results determined by using the sampling tables.

Louwers et al. Auditing and Assurance Services
Module G
CAATs Exercises and Discussion Questions
ACL MUS Tutorial
We use the Rice, Inc. example regarding the occurrence assertion in Module G to illustrate how to use ACL in MUS. 

Determining sample size
1. With any ACL project (e.g., Metaphor Company) open, choose Sampling on the menu toolbar

2. Click on Calculate Sample Size
3. Choose the Monetary option

· Confidence is 90 (Note: this translates to a 10% Risk of Incorrect Acceptance)
· Population is 300000 (the balance of the account).
· Materiality is 10000 (this is the Tolerable Misstatement).
· Expected Total Errors is 4000 (this is Expected Misstatement).

Note: Do not enter commas or dollar signs for population, materiality, and expected total errors.
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4. Click Calculate and OK
What is the recommended sample size? As shown below, the ACL output provides a sample size of 171 and a sampling interval of $1,747.12; these are slightly different from those parameters in the textbook example because of rounding differences. In addition, the ACL output provides the “maximum tolerable taintings”, which represents the percentage of errors that could be found while permitting the auditor to conclude that the account balance is fairly stated. In this case, if the auditor finds a 229% misstatement, the account balance will not be accepted as fairly stated. 
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Evaluating Sample Results
1. With any ACL project open (e.g., Metaphor Company) open, choose Sampling on the menu toolbar

2. Click on Evaluate Error
3. Choose the Monetary option

· Confidence is 90 (Note: this translates to a 10% risk of incorrect acceptance)

· Interval is 1714 (Note: do not enter dollar signs or commas; this sampling interval is the one used in the textbook and is slightly different from that calculated above due to rounding differences)

· Errors identified by the auditor would be entered (see Exhibit G.4 in text) (Note: “Item amount” corresponds to “Recorded Balance” and “Error” corresponds to “Difference”)

1. Do not use dollar signs or commas for Item Amount or Error

2. Enter a comma between Item Amount and Error

3. Enter a hard return after each entry

The input screen would be as follows:
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After Clicking “OK”, the results would be as follows. In this case, the “Most Likely Error” from ACL corresponds to “Projected Misstatement” and “Upper Error Limit” from ACL corresponds to the “Upper Limit on Misstatements”.
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After Clicking “OK”, the results would be as follows. In this case, the “Most Likely Error” from

ACL corresponds to “Projected Misstatement” and “Upper Error Limit” from ACL corresponds
to the “Upper Limit on Misstatements”.
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Additional Exercises
1.
Use ACL to complete problem G.56 in the textbook.  
2.
Use ACL to complete parts (c) and (d) of problem G.69 in the textbook (use a Risk of Incorrect Acceptance of 10%).
  
� Note that additional instructional materials are available at � HYPERLINK "http://www.business.umt.edu/faculty/herron/acl_idea/home.htm" ��http://www.business.umt.edu/faculty/herron/acl_idea/home.htm� 


� To reduce confusion, we put ACL in Practice chapters in italics to distinguish them from Louwers et al Auditing and Assurance Services chapters and modules (which are in bold).
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