Chapter 15 Audit of Other Items of Statement of Financial Position

Answer 1

The possible substantive audit procedures for the mortgage loan and interest expenses are as follows:

1. Obtain the mortgage loans schedule from the client.

2. Check casting and agree the total to the trial balance.

3. Review minutes for the approval regarding the application of bank loans.

4. Review the statutory records and annual returns filed with the Company Registry.

5. Agree details of loans recorded to the loan agreements and loan statements.

6. Send bank confirmation regarding these loans.

7. Check the apportionment of current and non-current liabilities regarding these mortgage loans.

8. Review the disclosures regarding the mortgage loans in the notes to the financial statements.

9. Recalculate interest expenses and accrued interest.

10. Agree interest expenses to the loan statements.

11. Develop expectations for the interest expense and compare the expected amount with the actual amount.

Answer 2
	Substantive Procedures
	Audit Objectives

	1.
Carry out analytical procedures by comparing this year’s figure with prior year.
	Existence, completeness and accuracy

	2.
Obtain the deferred income list from the client
	Existence, completeness and accuracy

	3.
Agree the deferred income list with the trial balance to ensure the correct amount is stated.
	Accuracy

	4.
Select samples of the individual customer records, recalculate the amounts and match with the amounts stated on the list.
	Accuracy

	5.
Select samples of individual customers from the list and check the individual customer records.
	Existence, right and obligation

	6.
Review and verify the list for large and unusual items.
	Existence and accuracy

	7.
Review the basis for computing deferring income to ensure that it is consistently applied as in the prior year and in accordance with GAAP.
	Validity, completeness, classification and disclosure


Answer 3
	Audit Objectives
	Substantive Procedures

	1.
Existence / Occurrence
	· Review board minutes for approval of purchase and disposal of investment securities.

· Trace the investment records to the supporting documents, for example, bought and sold note.

	2.
Cut-off
	· Review purchase and sale of securities for a few days before and after end of the reporting period to determine if there are unrecorded investment activities at year-end and the transaction is recorded at the correct period.


Answer 4

1.
Analytical procedures

Analytical procedures consist of evaluations of financial statements via a study of plausible relationships among both financial and non-financial data.

Analytical procedures also encompass the investigation of identified fluctuations or relationships that are inconsistent with other relevant information or differ from the expected values by a significant amount.

For example, use the beginning and ending balance of the finance lease payable together with the effective interest rate to estimate the total interest expense for the year, and then compare the expected amount with the recorded amount.
2.
Tests of details of transactions / account balances

Test of details procedures are tests for testing certain assertions of classes of transactions and account balances in the financial statements.
For example, detailed checking of the monthly repayments of the finance lease to the finance lease statements and the corresponding accounting entries for the finance lease payable account and the interest expense account.

Another example, send confirmation to the lessor to verify the total outstanding installments balance.
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