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Audit Project Instructions

AXP Sporting Goods Inc. is expanding their market and is buying small sporting good
distributors in the Midwest to establish market presence in order to compete with Sports
Authority, and Dicks Sporting Goods. AXP plans on going public in two years.

The Feature company is for sale. According to the management team, the Feature
Company is expected to generate Net Income in excess of $357,000 for each of the next
five years. The owner believes that the fair value of his company is $2,267,966 and the
current cost of capital is 12%. AXP is considering buying this local distributor because it
allows them access to the local market.

You have been assigned the responsibility to audit the Sales per amount as reported on
the Income Statement for the Feature Company for the year ended December 31, 20XX.
Based on the results of your audit, and recommendations you make, the acquisition team
of AXP will make the final decision.

Project Environment

There are inherent limitations on what audit evidence you can collect and which audit
procedures you can perform due to the nature and limitations of the files in this audit

simulation, but there are enough attributes and internal controls which you can test to
simulate an actual audit.

Note: You must use sampling. You will not receive credit for the project if you do not
use sampling. Your results will be obvious.

Required:
Individual Portion Due March 4, 2014

1. Establish a Materiality Level for your audit
2. Develop your sampling plan

3. Conduct audit of transactions
4, Document results of your audit
Due April 8,2014
5. Prepare presentation to Audit Committee in memo format
a. results of audit
b. Accept or reject the sales amount reported on the income statement
why/why not
c. recommendations to improve internal controls
d. other recommendations to management







