Audit Program: Debt and Equity
	Client: [Client Name]
	Period end: [MM/DD/YYYY]

	Prepared by: [Initials] Date: [MM/DD/YYYY]
	Reviewed by: [Initials] Date: [MM/DD/YYYY]

	W/P reference: [Ref]
	Engagement: [Audit / Review / Compilation]



Purpose: to obtain sufficient appropriate evidence that debt and equity balances and transactions are complete, authorized, properly measured, classified (current or long-term, liability or equity) and disclosed, and that the entity is in compliance with debt covenants or that non-compliance is properly reflected.
Assertion key used below: E = existence / occurrence; C = completeness; R = rights and obligations; V = valuation, allocation or accuracy; CO = cutoff; CL = classification; P = presentation and disclosure. Scale the steps to the assessed risks and add entity-specific ones. Keep the substantive procedures AU-C 330 requires for each material class of transactions, account balance and disclosure, even where the assessed risk is low.
1. Account overview
	Item
	Detail

	Trial balance accounts covered (account # and name)
	[List]

	Balance this year / prior year (USD)
	$[Amount] / $[Amount]

	Materiality / performance materiality / clearly trivial (USD)
	$[Amount] / $[Amount] / $[Amount]

	Lenders, facilities, maturities, interest rates and security (term loans, lines of credit, notes, bonds, finance leases)
	[List]

	Covenants and compliance reporting requirements
	[List]

	Equity structure: classes, authorized / issued shares or membership interests, options and warrants, distributions
	[Describe]

	Related party debt and equity transactions
	[Describe]



2. Risk assessment for this area
Record the risks of material misstatement at the assertion level, the inherent risk factors behind them and whether each is a significant risk (AU-C 315, as revised by SAS 145). Link each risk to the procedures in Section 3 that respond to it (AU-C 330).
	Risk or consideration
	Assertion(s)
	Significant risk? (Y / N)
	Response (procedure refs)

	Unrecorded debt or off-balance sheet financing, including guarantees
	
	
	

	Covenant breach not recognized, with effect on classification, disclosure and going concern
	
	
	

	Debt modification, extinguishment and issuance costs accounted for incorrectly
	
	
	

	Embedded derivatives, convertible features and instruments that should be liabilities, not equity (ASC 480)
	
	
	

	Equity transactions not authorized or not recorded correctly (distributions, redemptions, stock compensation)
	
	
	

	[Entity-specific risk]
	
	
	



3. Procedures
3.1 Understanding and debt completeness
	Ref
	Procedure
	Assertions
	W/P ref
	Done by / date

	A-1
	Obtain the debt schedule (lender, balance, rate, maturity, security, covenants) and agree to the general ledger and prior-year file.
	E, C, V
	
	

	A-2
	Read the loan agreements, amendments, security and guarantee documents for terms, covenants, prepayment features and events of default.
	C, V, P, CL
	
	

	A-3
	Send confirmations to all lenders, including those with zero balances at year end and lenders on the bank confirmations; log on the confirmation control log.
	E, C, R
	
	

	A-4
	Search for unrecorded debt: review minutes, bank confirmations, the interest expense account, UCC filings, insurance and legal letters; inquire of management and those charged with governance.
	C
	
	

	A-5
	Review debt and guarantees of related parties and affiliates; consider variable interest entities and off-balance sheet arrangements.
	C, P
	
	



3.2 Measurement, interest and classification
	Ref
	Procedure
	Assertions
	W/P ref
	Done by / date

	B-1
	Test new borrowings and repayments: vouch to loan documents, board approval and bank records; trace proceeds and agree cash flows.
	E, V
	
	

	B-2
	Recompute interest expense and accrued interest and agree to the debt terms; test the effective interest method where used.
	V, C
	
	

	B-3
	Test debt issuance costs, discounts and premiums: capitalization, presentation (ASC 835-30) and amortization.
	V, CL
	
	

	B-4
	Evaluate modifications, refinancings and extinguishments (ASC 470-50): gain or loss and fees. If the debtor is in financial difficulty and the lender grants a concession, also apply the troubled debt restructuring guidance (ASC 470-60).
	V, P
	
	

	B-5
	Evaluate classification of current and long-term amounts, including callable debt, revolvers with lockbox arrangements and subjective acceleration clauses (ASC 470-10).
	CL
	
	

	B-6
	Evaluate embedded derivatives, conversion features, warrants and interest rate swaps (ASC 815, ASC 480) for recognition, measurement and hedge documentation.
	V, CL, P
	
	

	B-7
	Review finance lease obligations and agree to the lease schedule (ASC 842).
	V, CL
	
	



3.3 Covenant compliance and going concern
	Ref
	Procedure
	Assertions
	W/P ref
	Done by / date

	C-1
	Obtain management’s covenant calculations for each reporting date, recompute them from the financial statements and compare to the compliance certificates provided to the lender.
	P, CL
	
	

	C-2
	If a covenant is breached or at risk, obtain waivers and evaluate their terms: duration, whether the lender can still call the debt and the effect on classification (ASC 470-10-45).
	CL, P
	
	

	C-3
	Evaluate the effect on the going concern evaluation (AU-C 570) and disclosure; complete the going concern memo.
	P
	
	

	C-4
	Inspect correspondence with lenders and subsequent events, such as defaults, calls, amendments or new financings.
	P, CL
	
	



3.4 Equity
	Ref
	Procedure
	Assertions
	W/P ref
	Done by / date

	D-1
	Prepare or obtain the rollforward of each equity component (stock or membership interests, additional paid-in capital, retained earnings or members’ equity, accumulated other comprehensive income, treasury stock) and agree to the general ledger and prior year.
	E, V, C
	
	

	D-2
	Agree issuances, redemptions and distributions to the governing documents, board or member approvals and bank records; consider legal restrictions on distributions.
	E, R, V
	
	

	D-3
	Obtain the equity register, cap table or stock ledger, confirm with the transfer agent or the entity’s counsel where appropriate; agree number of shares or units outstanding.
	E, C, P
	
	

	D-4
	Test net income, other comprehensive income and prior period adjustments flowing to equity; evaluate the restatement or error correction accounting where applicable (ASC 250).
	V, P
	
	

	D-5
	Test stock options, warrants and profits interests (ASC 718): grant documents, valuations, vesting and expense; evaluate classification as liability or equity.
	V, CL, P
	
	

	D-6
	For pass-through entities, test tax distributions and basis, and for noncontrolling interests, test the attribution of income and losses.
	V, P
	
	

	D-7
	Evaluate whether instruments with redemption or mandatory settlement features should be liabilities or temporary equity (ASC 480).
	CL, P
	
	



3.5 Related parties, subsequent events and disclosure
	Ref
	Procedure
	Assertions
	W/P ref
	Done by / date

	E-1
	Identify loans from or to owners, officers and affiliates; obtain confirmations and test terms, interest and subordination; confirm disclosure (ASC 850).
	E, P
	
	

	E-2
	Agree disclosure of maturities of debt for each of the next five years and thereafter, interest rates, collateral, covenants and compliance, and significant restrictions on dividends.
	P
	
	

	E-3
	Agree disclosure of equity: classes, rights and preferences, authorized and issued shares, options, distributions and restrictions.
	P
	
	

	E-4
	Read subsequent events for debt and equity transactions, covenant breaches and waivers, and obtain a representation on completeness of debt and equity information.
	P, C
	
	



4. Conclusion
Conclusion: based on the procedures above, debt and equity are [fairly stated / not fairly stated] in all material respects, and covenant compliance, classification and related disclosures are [appropriate / not appropriate]. Explain any exceptions and the effect on the audit approach.
Misstatements identified (carry to the summary of uncorrected misstatements at W/P [Ref]): $[Amount]
Matters for the management letter, governance communication or partner attention: [Describe or “None”].
	Role
	Name / initials
	Date (MM/DD/YYYY)

	Prepared by
	
	

	Reviewed by (manager)
	
	

	Engagement partner
	
	



Free template from CORAA (coraa.ai/us/templates). Draft for professional judgment: adapt it to the engagement and your firm’s methodology, have legal counsel review where needed, and check it against current AICPA, FASB and other applicable requirements before use.
