NOTES 
COMPLEETING AUDIT AND POST AUDIT RESPONSIBILITIES

1. What does the field work mean?


The field work is auditor activities in the client office to obtain and to test audit evidences that will be used by auditor as a basis for expressing his or her opinion.

2. What does the subsequent events mean?


The subsequent events are the events after the financial position date, particularly until the end of field work, that will affect the company performance significantly, and therefore will affect significantly to the decision of investors and creditors.

3. To what extent the auditor’s responsibility over the subsequent events?

The responsibility of auditor to the subsequent events particularly are only to the subsequent events until the end of field work, or only in the subsequent events period, because during this period auditor still works in the site to obtain and to test the audit evidences. To the events after the end of field work, auditor only has a responsibility when auditor really understand the events, and he or she considers that the events having significant effect to the financial statements as well as to the next operational activities of the entity. This kind of events being reported using specific date, or in other word the report will use dual dating.
4. Explain the subsequent events using graph.
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5. There are two types of subsequent events, what are they?

The first type:


The first type are subsequent events that relate to the appropriateness of accounting estimates and/or contingent items which are stated in the financial statements, for example the significant mistake in assessing warranty liabilities/expenses, gift liabilities/ expenses, fine liabilities/expenses, etc. 


This type of subsequent events required adjustment to the financial statements, and probably also need disclosure to the financial statements. 

Example:


In the financial position stated that warranty expenses was Rp15,000,000,-, however the actual expenses which are expired by the mid of January was Rp18,000,000. The founding required adjustment to the financial statements as follows:



Warranty Expense
3,000,000




Warranty Liability

3,000,000


The second type:

The second type are the subsequent events that are not relate to the items of financial statements however significantly affect the coming operational activities of an entity, such as natural disaster and or significant strategic decisions.

This type of subsequent events are not required adjustment to the financial statements, but required disclosure to the financial statements, because without sufficient disclosure, the financial statements may mislead it’s users. 

6. In the statement of financial position, stated Gift Liability of Rp18,000,000.00 for the prediction of coupon gift that may be claimed by customers. By the mid of February the next accounting period, before the issuance of the audited financial statements, auditor have proved that the real gift claimed was Rp16,000,000.00.

a. List the audit procedures that need to be performed to test the gift liability.

b. What the auditor need to do for the finding?

a. The audit procedures

a.1.
Obtain understanding the procedures and rules for the gift policy.

a.2.
Study the expired date of the coupon gift.

a.3.
Study the procedures of assessing the gift expenses and gift liability.

a.4.
Analyze the gift expense and liability at the previous periods.

a.5.
Test the reliability and the correctness of the gift expense and gift liability for the current year.
b. The follow up of the finding is proposing adjustment journal entry as follow:


Gift Liability
2,000,000



Gift Expense

2,000,000


The reason is that the gift expense and gift liability was understated by Rp1,000,000 (18,000,000 – 17,000,000).
7. List the possible audit procedures for the subsequent events.
The audit procedures for the subsequent events involves:

a. Reading the latest available interim financial statements and compare them with the statements being reported on and make other comparisons appropriate in the circumstances.
b. Inquire management having responsibility for financial and accounting matters as to:

b.1.
Any substantial contingent liabilities or commitments existing at the balance sheet date or date of inquiry.
b.2.
Any significant changes in capital stock, long-term debt, or working capital to the date of inquiry.

b.3. 
The current status of items previously accounted for on the basis of tentative, preliminary, or inconclusive data.

b.4.
Whether any unusual adjustments have been made since the balance sheet date.


c.
Read minutes of meetings of directors, stockholders, and other appropriate committees.


d.
Inquire of client’s legal councel concerning litigation, claims, and assessments.


e.
Obtain letter of representation from client about subsequent events that would, in its option, require adjustment or disclosure.

f.
Make additional inquiries or perform additional procedures considered necessary in the circumstances.

8. What are the objectives of auditor in evaluating the findings?


There are two objectives of auditor in evaluating the findings:

1. To determine the type of opinion to be expressed.

2. To determine whether the auditing standard has been met in the audit.

9. What are the audit procedures to meet the objectives of evaluating the finding?

To meet the objectives of evaluating finding, the audit procedures that need to be performed involves:

a. Making final assessment of materiality and audit risk.

b. Evaluating whether there is substantial doubt about the entity’s ability to continue as a going concern.

c. Making technical review of financial statements.

d. Formulating opinion and drafting audit report on financial statements.

e. Formulating opinion and drafting audit report on interna controls over financial reporting (for public companies).

f. Making final reviews of working papers.

10. Why substantial doubt about the going concern of an entity important to be reviewed? What factors contribute to the substantial doubt of an entity’s going concern?
The going concern of an entity very important to be reviewed because it can endangered the decision of investors and creditors. The factors that contribute to the going concern involves:

a. The significant inability of an entity to meet its obligations as they become due without substantial disposition of assets outside the ordinary course of business.

b. Restructuring of debt.

c. Externally forced revisions of its operations.

d. The assessment of effectiveness the management’s plans that are intended to mitigate the effect of negative conditions which is facing by the entity.

11. Elaborate the levels and the nature of the working papers’s review in completing the financial statements audit.

	Reviewer
	Nature of Review

	Manager
	Reviews working papers prepared by seniors and reviews some or all of the working papers reviewed by seniors.

	Partner in charge of the engagement
	Reviews working papers prepared by managers and reviews other working papers on a selective basis.


12. What is the objectives of the partner’s review to the working papers?


The partner’s review of the working papers is designed to obtain assurance that:

a. The work done by the subordinates has been accurate and thorough.

b. The judgments exercised by subordinates were reasonable and appropriate in the circumstances.

c. The audit engagement has been completed in accordance with the conditions and terms specified in the engagement letter.
d. All significant accounting, auditing, and reporting questions raised during the audit have been properly resolved.

e. The working papers support the auditor’s opinion.

f. Auditing standards and the firm’s quality control policies and procedures have been met.

13. An audit of Internal Control over Financial Reporting conducted in conjunction with a Financial Statement Audit, it may requires the auditor to communicate significant deficiencies in internal controls. What does significant deficiencies mean?

A significant deficiency is an internal control deficiency that adversely affects the company’s ability to initiate, record, process, or report external financial data reliably in accordance with applicable accounting standards.

Note:

The designation of a significant deficiency is influenced by the likelihood of a misstatement (more than remote) and the magnitude of possible misstatement (more than inconsequential).
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