Scenario for CSSC Company:
Central States Siding Corporation (CSSC) is made up of three divisions. The first division, Illinois Siding Company, is the original company and makes aluminum siding. CSSC was incorporated 10 years ago when the second division, Missouri Siding Company, was acquired. Missouri Siding makes vinyl siding. The third division, Ohio Brick Veneer Company, was acquired by CSSC about 2 years ago and makes brick veneer siding. Each of these divisions supplies its manufactured siding products to construction wholesalers who supply building materials to a wide range of construction companies. Each of the three divisions has been very profitable in recent years.
You are in the auditing department at CSSC’s headquarters and are preparing for the year-end 2005 external audit scheduled for February, 2006. Management is concerned about the possibility of any misstatements of financial information provided by the three divisions. Management is also concerned about transactional controls in the procurement and payment cycle, the accounting for inventory, the capital acquisition and repayment cycle, and the sales and cash receipt cycle. 
You are assigned to do the following:
· Assess financial statements for any indication of misstatements and assess the profitability of each division. 
· Assess the control risk by determining the appropriate tests of controls and substantive tests of transactions relating to the procurement and payment cycle, the capital acquisition and repayment cycle, the sales and cash receipt cycle, and the accounting for inventory. 
· Based on your assessment of control risk, perform a sample audit of the procurement and payment cycle, the capital acquisition and repayment cycle, the sales and cash receipt cycle, and the inventory accounting cycle.
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Central States Siding Corporation

Income Statement

for the Year Ended December 31

2004 2003 2002
Net Sales $149,243414 | $137,202,620 | $125,218,275
Cost of goods sold. 104,036,086 | 96,657,955 | 85,166,258
Gross Profit 44,306,428 | 40,544,665 | 37,052,017
Operating expenses 38,113,265 | 34,451,003 | 32,370,775
Income from operations 6,193,163 6,093,662 4,681,242
Other revenues and gains 0 0 0
Other expenses and losses 1,897,346 2,128,005 2,085,177
Income before income tax 4,295,817 3,064,757 2,596,065
Income tax 1,013,745 1,399,001 1,166,553
Net incorme for the year $3,282,072 | $2,565,756 |  $1,429,512
Earnings per share $3.28 $2.57 $143
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Central States Siding Corp oration
| Balance Sheet
as of December 31
Hssets 204 2003 02
Cupent Bisets
Cash and Cosh Equvalts 874154 | 3656901 | §T01ATET
et Recefvables 0601881 | 7495508 | 6901225
Tuventory R0T30 | 22,0620 | 31,975,220
Other Cument hssets 10307 | 124527 1145%
Tofal Current dssels AA90,142 | 5,195,745 | 36,005,190
Foperty, Plant, end Equprent 58,489,616 | 53,596,100 | 50,668,459
Total Assets 102,987,758 | 689,791,854 | 986,673,849
Tihilites
Cunent Lishilites
“Accous Payehle S11777957 | §3,00050 | 9666417
ShortCuzent Lorg Tem Debt 1297500 | 7363407 | 8AILOIT
Other Cument Lisbiltes 1713671 | 1536335 | 1,463,088
Tofal Current Lisbiliies 25,927,148 | 17,605,001 | 16,340,517
Long Temn Debt 21,734,361 | 19,427,331 | 19,460,500
Total Liahilities 7,162,000 | 37,003,132 | 35,801,317
Siockholiers' Bquity
Comumon Stock T.000,000 | _L000,000 | 100,000
Aditional peid-n copital 13,667,513 | 13,667,513 | 13,667,513
Fetained Earin 41,158,736 | 38091000 | 36,205,019
Total Stockolders" Equity 55,025,149 | 52,750,722 | 50872512
“Total Liahilites & Stockholders' Equity | $102987,750 | $89,791,854 | §86,673,849





