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Assertions about Account 
Balances at Period End Example Tests of Details of Account Balances

Existence Confirm bank account balance with financial institution

Completeness Test bank reconciliation for each account:

Valuation and allocation • Foot the reconciliation

• Trace balances per book to the general ledger

• Obtain bank confirmation and trace balance per bank to 
the bank reconciliation

• Obtain cut-off bank statement

•  Trace deposits in transit and other reconciling items to 
cut-off bank statement

If control risk is high or if fraud is suspected:

• Perform extended bank reconciliation procedures

• Perform a proof of cash

• Test for kiting (kiting is defined later in the chapter)

Table 16–2 Examples of Tests of Details of Balances for Cash 

Bank Reconciliation Working Paper 
Exhibit 16–1 provides an example of a bank reconciliation working paper for EarthWear’s general cash 
account. Note that the difference between the cash balance shown in Exhibit 16–1 and the balance in 
cash on the financial statements is represented by cash equivalents (marketable government securities 

EARTHWEAR CLOTHIERS
Bank Reconciliation

31/12/13
General Cash Account

C10
DLJ

15/1/14

Balance per bank: C11 €1,854,890C

Add:

 Deposits in transit:

 30/12/13 €156,940 �

 31/12/13 340,875 � 497,815

Deduct:

 Outstanding cheques:

 No. 1243 €121,843 ϕ�

 No. 1244 232,784 ϕ�

 No. 1247 30,431 ϕ�

 No. 1250 64,407 ϕ�

 No. 1251 123,250 ϕ� (572,715)

Example of a Bank Reconciliation Working Paper Exhibit 16–1

(Continued)
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and commercial paper). On most audits, the auditor obtains a copy of the bank reconciliation prepared 
by the entity’s personnel. The working paper reconciles the balance per the bank with the balance per 
the books.

The major reconciling items in Exhibit 16–1 are deposits in transit, outstanding cheques and other 
adjustments, such as bank service charges and any cheque returned because the customer did not 
have sufficient cash (i.e. an NSF cheque) in its account to cover payment of the cheque. 

Generally, reconciling items include items deposited in the entity’s bank account, but not recorded 
in the entity’s books; items recorded in the entity’s books, but not deposited in the entity’s bank 
account; items disbursed from the entity’s bank account, but not recorded in the entity’s books; and 
items recorded in the entity’s books, but not disbursed from the entity’s bank account. Entities using 
primarily electronic funds transfers (EFTs) usually reconcile considerably fewer items than entities 
using paper-based systems. For example, in EFT systems the cash disbursements transfers from the 
bank would typically precede or take place simultaneously with the recording, and items recorded 
in the entity’s books, but not disbursed from the entity’s bank account, such as those caused by 
outstanding cheques, will not be present.

Bank Confirmation 
The auditor generally confirms account balance information with the bank or financial institution 
that maintains an account for the entity. The confirmation form may not require bank personnel to 
conduct a comprehensive, detailed search of the bank’s records beyond the account information 
requested on the confirmation. However, it may request that bank personnel indicate any other 
deposits or loans that come to their attention while completing the confirmation. As a result, such 
confirmation requests cannot be relied upon to identify all information about an entity’s bank deposits 
or loans. If the auditor believes that additional information is needed about an entity’s arrangements 
with a financial institution, a more extensive confirmation letter signed by the entity should be sent 
to the official at the financial institution that is responsible for the entity’s accounts. Details regarding 
lines of credit and compensating balances are examples of information that might be confirmed in this 
manner. This issue is discussed later in this chapter.

Bank confirmation requests should be sent and received under the auditor’s control. The notorious – 
and massive – Parmalat fraud (discussed in Exhibit 2–2) perpetuated through a fictitious €3.95 billion 
bank confirmation highlights the importance of auditors properly controlling the confirmation process 
and applying a healthy dose of professional scepticism when evaluating audit evidence even for large 
and seemingly reputable clients.

Balance per books, unadjusted 1,779,990

Adjustments to books:

 Bank service charges €250�

 Cheque included in 30/12/13 deposit,

 returned for insufficient funds (NSF) 7,400�  (7,650)

Balance per books, adjusted 1,772,340L

F

F   = Footed.

C    = Traced balance to bank confirmation.

L   = Agreed to cash lead schedule and general ledger.

� = Traced amount to cut-off bank statement.

ϕ  = Examined cancelled cheque for proper payee, amount and endorsement.

Note: The controller has signed for the return of the cut-off bank statement.

(continued)Exhibit 16–1
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