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Description


APPLIED AUDITING QUIZ NO. PREPARED BY: REGIE R. BAOY



1.



Which of the following sets of information does an auditor usually confirm in one form? a. Accounts payable and purchase commitments. b. Cash in bank and collateral for loans. c. Inventory on consignment and contingent liabilities. d. Accounts receivable and accrued interest receivable.



2.



The auditor should ordinarily mail confirmation request to all banks with which the client has conducted any business during the year regardless of the year-end balance, since a. This procedure will detect kiting activities which would otherwise not be detected. b. The mailing of confirmation forms to all banks is required by GAAS. c. This procedure relieves the auditor of any responsibility with respect to non-detection of forged checks. d. The confirmation form also seeks information about indebtedness to the bank.



3.



Which of the audit tests or procedures is performed during year-end field work? a. Examination of employee authorizations for medical insurance withholding. b. Count of petty cash. c. Comparison of purchase orders and payment vouchers. d. Analysis of cutoff bank statement.



4.



When negotiable securities are of considerable volume, planning by the auditor is necessary to guard against a. Unauthorized negotiation of the securities before they are counted. b. Unrecorded sales of securities after they are counted. c. Substitution of securities already counted for other securities which should be on hand but are not. d. Substitution of authentic securities with counterfeit.



5.



On the last day of the fiscal year, the cash disbursement clerk drew a company check on Bank A and deposited the check in the company account at Bank B to cover a previous theft of cash. The disbursement has not been recorded. The auditor will best detect this form of kiting by a. Comparing the detail of cash receipts as shown by the cash receipts records with the detail on the confirmed duplicate deposit tickets for 3 days prior to and subsequent to year end. b. Preparing from the cash disbursement book a summary of bank statements for one week prior to and subsequent to year end. c. Examining the paid checks returned with the bank statement of the next accounting period after year-end. d. Examining the composition of deposits in both Bank A and B subsequent to year-end.



6.



An auditor should trace bank transfers for the last part of the audit period and first part of the subsequent period to detect whether a. The cash receipts journal was held open for a few days, after the year end. b. The last check recorded before the year-end were actually mailed by the year-end. c. Cash balances were overstated because of kiting. d. Any unusual payments to or receipts from related parties occurred.



7.



The a. b. c. d.



8.



As one of the year-end audit procedures, the auditor instructed the client personnel to prepare a standard bank confirmation request for a bank account that had been closed during the year. After the client’s treasurer had signed the request, it was mailed by the assistant treasurer. What is the major flaw in this audit procedure? a. The confirmation was signed by the treasurer. b. Sending the request was meaningless because the account was closed before year-end. c. The request was mailed by the assistant treasurer. d. The CPA did not sign the confirmation request before it was mailed.



9.



The a. b. c. d.



receipt of the completed bank confirmation form would provide the auditor with all the following items except The balances in all bank account with that bank. Any restrictions on withdrawal. The adjusted balance per bank. Loan balances with that bank.



standard bank confirmation form request all of the following except. Maturity date of a direct liability. The principal amount paid for a direct liability. Description of collateral for a direct liability. The interest rate of a direct liability.
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10. An auditor ordinarily sends a standard confirmation request to all bank with which the client has done business during the year under audit, regardless of the year -end balance. The purpose of this procedure is to a. Provide the data necessary to prepare proof of cash. b. Request that a cutoff bank statement and related checks be sent to the auditor. c. Detect kiting activities that may otherwise not be discovered. d. Seek confirmation about other deposit and loan amounts that come to the attention of the institution in the process of completing the confirmation. 11. Which of the following errors will be discovered as result of the audit of the bank reconciliation? a. Failure to record bank deposit. b. Billing customer for an improper amount. c. Payment for raw materials that were not received. d. Payment of interest to an affiliate for an amount in excess of the existing rate. 12. To gather evidence regarding the balance per bank in bank reconciliation, an auditor would examine all of the following except a. Cutoff bank statement b. Year-end bank statement c. Bank confirmation d. General ledger. 13. An auditor is engaged in to examine the financial statements of business enterprise will request a cutoff bank statement primarily in order to a. Verify the cash balance reported on the bank confirmation inquiry form. b. Verify reconciling items on the client’s bank reconciliation. c. Detect lapping. d. Detect kiting. 14. The process of transferring money from one bank account to another and improperly recording the recording transaction a. Lapping b. embezzling c. kiting d. defalcation 15. The a. b. c. d. 16. On a. b. c. d.



best evidence regarding year-end cash balance is documented in the Cutoff bank statement. Bank reconciliation. Interbank transfer schedule. Cash lead schedule.



receiving a client's bank cutoff statement, an auditor most likely would trace: Prior-year checks listed in the cutoff statement to the year-end outstanding checklist. Deposits in transit listed in the cutoff statement to the year-end bank reconciliation. Checks dated after year-end listed in the cutoff statement to the year-end outstanding checklist. Deposits recorded in the cash receipts journal after year-end to the cutoff statement.



17. The information below was taken from the bank transfer schedule prepared during the audit of Fox Co.'s financial statements for the year ended December 31, 20X1. Assume all checks are dated and issued on December 30, 20X1. Check Bank Accounts No. From To 101 National Federal 202 County State 303 Federal American 404 State Republic Disbursement Date Receipt Date Check Per Per Per Per No. Books Bank Books Bank 101 Dec. 30 Jan. 4 Dec. 30 Jan. 3 202 Jan. 3 Jan. 2 Dec. 30 Dec. 31 303 Dec. 31 Jan. 3 Jan. 2 Jan. 2 404 Jan. 2 Jan. 2 Jan. 2 Dec. 31 Which of the following checks might indicate kiting? a. #101 and #303. b. #202 and #404. c. #101 and #404. d. #202 and #303.
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PROBLEM No. 1 In connection with your examination, the Davao Company presented to you the following information regarding its Cash in Bank account for the month of December, 2009: a)



Balances per bank statements: November 30, P107,800, and December 31, P115,200.



b)



Balances of cash in bank account in company’s books: November 30, P82,725, and December 31, P113,400.



c)



Total receipts per books were P1,110,950 of which P6,050 was paid in cash to a creditor on December 24.



d)



Total charges in the bank statement during December were P1,094,850.



e)



Undeposited receipts were: November 30, P45,300 and December 31, P50,600.



f)



Outstanding checks were: November 30, P13,375, and December 31, P9,650, of which a check for P2,500 was certified by the bank on December 26.



g)



NSF checks returned, recorded as reduction of cash receipts were:  



Returned by bank on December, recorded also in December, P5,200. Returned by bank on December but recorded in January, P4,300



h)



Collections by bank not recorded by Company were P60,750 in November and P58,200 in December.



i)



Bank service charges not entered in company’s books were: November 30, P3,750 and December 31, P2,100.



j)



A check for P4,750 of Davos Company was charged to Davao Company in error.



k)



A check drawn for P4,200 was erroneously entered in the books as P2,400.



Questions: Based on the above and the result of your audit, answer the following: 1.



How much is the adjusted cash balance as of November 30, 2009? a. P107,800 b. P137,225 c. P139,725



d. P75,875



2.



How much is the adjusted book receipts for December 2009? a. P1,102,350 b. P1,056,950 c. P1,113,600



d. P1,108,400



3.



How much is the adjusted book disbursements for December, 2009? a. P1,084,725 b. P1,089,925 c. P1,078,675



d. P1,084,725



4.



How much is the adjusted cash balance as of December 31, 2009? a. P158,650 b. P165,200 c. P153,900



d. P163,400



How much is the cash shortage of December 31, 2009? a. P1,800 b. P4,750 c. P9,500



d. P 0



5.



PROBLEM NO.2 You obtained the following information on the current account of Cebu Company during your examination of its financial statements for the year ended December 31, 2012. The bank statement on November 30, 2012 showed a balance of P306,000. Among the bank credits in November was customer’s note for P100,000 collected for the account of the company which the company recognized in December among its receipts. Included in the bank debits were cost of checkbooks amounting to P1,200 and a P40,000 check which was charged by the bank in error against Cebu Company’s account. Also in November you ascertained that there were deposits in transit amounting to P80,000 and outstanding checks totaling P170,000. The bank statement for the month of December showed total credits of P416,000 and total charges of P204,000. The company’s books for December showed total debits of P735,600, total credits of P407,2000 and a balance of P485,600. Bank debit memos for December were: no. 121 for service charges, P1,600 and no. 122 on a customer’s check marked “NSF” for P24,000. On December 31, 2012 the company placed with the bank a customer’s promissory note with a face value of P120,000 for collection. The company treated this note as part of its receipts although the bank was able to collect the note on January, 2013. A check for P3,960 was recorded in the company cash payments books in December as P39,600.
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Required: 1. How much is the deposit in transit as OF December 31, 2012? 2. How much is the outstanding checks as of December 31, 2012? 3. Prepare a 4-column bank reconciliation for the month of December 2012 showing adjusted balances. Note: all answers must be supported with a solution in good form. Please minimize your erasures.
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