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¥ major public accountiing firm and giaduated from college two years
an audit for a small, non-profit religious publishing firm. After

s@;erence to the following case study.

neg%dwfferently. However, each author’s royalty percentage will increase at différent
mileston®s in books sold (l.e, 2% up 1o 10,000 and 3% thereafter). The software package did
not calculate the increases, and none of the authors ever received thejr increase in royalty



based on statistical sampling. Because you had found multiple errors in the small number of
royalty contracts tested, the firm’s approach suggested testing 100% of the contracts. This would
mean: (1) going over the budgeted time/expense estimated to the client (2) possibly providing a
negative audit finding and (3) confirming that the person who audited the section in the years
past may not have performed procedures correctly.

Bascd on the prior year’s work papers, the senior auditor on the job performed the testing phase
in all of these years just vefore his promotion. For some reason, you get the impres {8nythat the
senior auditor is frustrated with you. The relationship seems strained. He igvery i tense,
constantly checking staff’s progress in the hope of coming in even a half-hour {Hidgr Nidgdl
designated test/audit area. There’s a lot of pressure and you don’t know w@ﬁt
is responsible for writing your review for your personnel file and bonus of pro
is a very popular employee who is “on the fast track” to partnership.

You don’t know whether to tell the truth and risk a poor perforrﬁ‘?" viefv and jeopardize your
job and future with this company Or tell the truth, hopefully | ol,!,,.,‘,;l and be able to live
with yourself by “doing the right thing” and facing consequenge Jith a clean conscience.
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Q5. What is the difference between theéggé%g@d “smart” thing to do in this situation? Explain.
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