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2008 2009 2010
Best Price Automotive Parts 16,000 $17,500 516,400
Bob's Wholesaling $5,200 85,450 50
That Tire Store 55,600 $6,000 3,100
Carson's Discount Auto Store 520,000 521,205 528,700
Racer’ Paradise 59,600 58,800 4,000
‘Wholesale OEM Distributor 19,200 526,700 546,000
King's Parts and Accessories 50 $2,200 50
‘Purchases Subsidiary Ledger Balances (as of year end)
2008 2009 2010
Normal $420,000 424,500 $372,000
Specialty 785,000 845,000 $588,500
Cost of Goods Sold Ledger Balance (as of year end)
2008 2009 2010
OGS $932,000 51,052,500 $876,000





                                Answer

1.

Perform analytical procedures for accounts payable of J & J Auto Repair Service in the following manner:

(a) Calculate and list all necessary figures and comparisons.

(b) Explain what the result of each may indicate for the balance in accounts payable.

2.

Using the information provided in the example and the results of analytical procedures performed in Problem 12-32, explain the substantive audit procedures, audit evidence, and related management assertions that you would need for the test of details of the accounts payable balance.
Substantive procedure:-

1. Obtain the client account and physical inventory balance

2. Yearend cutoff procedures are performed 

3. Review invoices by vendor to test that title in goods has been transferred

4. Check whether the valuation method in respect of involves sent is appropriate.

5. Check for the obsolete inventory and adequate provision for purchase return has been made or not should be checked.

Management Assertions are:-

Existence: - Check whether the amount due exists for payment on the balance sheet date.

Obligation: - Verify whether the amount is obligations by the company

Valuation: - Ensure that account payables are properly measured

Audit evidences are:-

1. Clients confirmation showing the balance due

2. Party ledger account as per the company’s book

3. Purchase invoice.

