MEAR IMAGE INC.

MODULE # 5 - AUDIT OF CASH
GENERAL –


In this module, you will document the audit work on MII’s primary bank account and work on the interbank transfer schedule.  This will reinforce what you already learned about workpaper organization and documentation.  It will also begin the process of exposing you to typical audit procedures in individual cycles.


Note that there are few client documents and records or bank records, such as bank statements, included in the case material.  When performing actual audit work, you would, of course, have all those records available.  However, providing all necessary documents would confuse many students with limited experience.  In addition, requiring you to perform all the audit work would make the module time consuming.


To give you a limited experience in auditing cash within a reasonable period of time, the program below tells you each audit procedure you are to perform.  If the related records are not available in case material for you to actually perform the procedure, the program step will tell you what results you are to assume you found when you did the procedure.  The assumed results are indicated in parentheses within the program step.  Regardless of whether you perform the procedure yourself or accept the assumed results in the program step, you should document the work as if you had performed it yourself.

                                                                                                              W/P    DONE BY

PROCEDURES_________________________________________      REF    & DATE_
1.  Read through the assignment completely and review the prior year


workpapers at Prior Workpapers carefully before beginning


your work.  You can use the prior year workpapers as a guide.   ____    ________

2.  Open the Current Files for Module 5.        

                  ____    ________

3.  Review the current year cash work schedules created by the 


client on the EXCEL spreadsheet on the screen.  The 


screen should be on the A lead schedule.  Review schedules


BSA, PJE, A/1, A-1, A-1/2, A-3 and A-6 as well.  You will document your audit work on these schedules.  Note that Mary Contrari performed some work on A-3 and A-6 before the A lead schedule was prepared.  You will have to complete the work on those schedules.  The standard bank


confirmation from First National Bank is at Cash Docs.              ____    _________
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4.  Check the clerical accuracy of all the PBC schedules and cross-reference as appropriate.  (You can assume that the amounts


on A agree with schedules A-2, A-4, and A-5.)                         ____    _________

5.  On A-1, cross-reference the bank balance to the confirmation and 


check it against the December and cutoff bank statements.


(You can assume the December statement balance agrees.)


The cutoff bank statement is located at Cash Docs.         ____    _________

6.  Check any deposits in transit against cash receipts in December


and the cutoff statement.  (You can assume your work 


showed the deposit in the reconciliation agreed to the cash


receipts book.)                                                                          ____    _________

7.  X-ref O/S check total to A-1/2 and check all O/S checks of $500 or more to C/D in December and to canceled checks returned in cutoff statement.  (Copies of several checks returned in the cutoff are at Cash Docs.  You can assume your work showed that all other O/S checks on the list were correct.  In connection with your examination of check #8745, you noted that notes payable to First National Bank on the BB lead schedule were understated by $351,000 when you X-ref’d the loan data on the standard
bank confirm on A-1/1.)                                                            ____    _________

8. Account for the numerical sequence of checks issued in 

December (#’s 8344 through 8749).  (You can assume that


all checks cleared in December, were on the O/S list or were


voided and on hand.)                                                                 ____    _________

9.  Examine all other checks returned with the cutoff statement for


earliest bank endorsement, dates, and number sequence.


(Assume all were appropriate.)                                                  ____    _________

10.  On A-1, audit any other reconciling items.  (Assume whatever


audit work you felt was appropriate supported the client’s


explanation.)                                                                              ____    _________

11.  X-ref the standard bank confirmation on loans to the BB lead


schedule.  Document your review of the other responses


by circling each one.  (Assume the loan balance is


off by $351,000, as indicated above.)                                         ____    _________
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12.  On A/1, review C/R, C/D, and the December and cutoff bank statements for four days before and after year-end to determine whether the client included all interbank transfers over $50,000.  (Other than the deposits on the cutoff 


statement, you can assume your work shows they did.)               ____    _________

13.  Review the interbank transfers on A/1 for propriety.                       ____    _________

14.  X-ref any items on A/1 that should be reconciling items to the 


appropriate reconciliations.                                                        ____    _________

15.  Any items that you audited which were exceptional in nature should be explained in notes.  If the client’s books are in error, you should propose an entry on schedule PJE (or, if it is material, on schedule AJE).  Since you will eventually have more than one proposed adjustment, number the adjustments sequentially.  Also indicate your proposed disposition of the adjustments in your notes on the related schedules.  Should 


we insist the client record them or not?                                      ____    _________

16.  Review your documentation critically for obvious errors and omissions.  Have you signed and dated each schedule as needed?  Have all x-ref’s been completed on both schedules?  Are all notes and explanations complete but concise and located in the correct place?  Can a person who was not present when you did the work understand what you did and why?  Did you sign off on each program step as you completed it, and did you indicate the workpaper reference 


under the column indicated “W/P REF” after each program 


step?                                                                                          ____    _________

17.  Assuming that the work on other cash accounts disclosed no other


problems, conclude on the cash area on schedule A.                  ____    _________

18.  Remember to save your file.before printing.  Print each of the schedules your team prepared..  Reduce to fit one page in 


landscape mode if it won’t fit in portrait mode.                          ____    _________
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20.  Hand in the following for review in good form and in logical


order:

       a.  This program with all steps signed off and workpaper



references noted.

       b.  Schedules BSA, PJE/AJE, A, A/1, A-1, A-1/1, A-1/2, A-3, 

and A-6. 





       ____    _________

BUDGETED TIME:          3 HOURS

YOUR ACTUAL TIME:  __________
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