Audit Program: Real Estate Development and Capitalized Costs
	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]



[Drafting note, delete before use: Draft for professional judgment. Tailor it to the engagement or the firm, and have legal counsel review it where needed. It is not legal advice and does not by itself show compliance with professional standards or with any law or regulation. Procedures are a starting point. Tailor the nature, timing and extent to your risk assessment, and cut procedures that do not respond to an assessed risk.]
1. Objective
To obtain sufficient appropriate audit evidence that costs capitalized to real estate under development are for qualifying property, that capitalization starts and stops at the right dates, that borrowing costs and indirect costs are properly allocated, and that carrying amounts are recoverable.
2. Framework and standards
Costs are capitalized and impairment is assessed under the entity’s applicable US GAAP guidance for real estate and property, plant and equipment; document the specific guidance relied on in the file. Audit work follows AU-C 315, 330, 505 and 540 for nonissuers (AS 2110, 2301 and 2501 for issuers).
3. Entity information
	Item
	Entry

	Client and balance or class of transactions
	[Client Name]: [account area]

	Period and balance sheet date
	[MM/DD/YYYY]

	Materiality and performance materiality
	[Overall $] / [Performance $] / [Clearly trivial $]

	Significant accounts or disclosures covered
	[List]

	Controls to be tested (reliance planned: Yes / No)
	[Control IDs from the walkthrough]



4. Risks and planned responses
	Risk or matter
	Assertion
	Planned response (procedure refs)
	Assessed level (Low / Moderate / High)

	Operating or period costs capitalized to the project
	Occurrence, classification
	B.1 to B.4
	

	Capitalization continues after the project is substantially complete
	Cutoff, valuation
	B.5
	

	Capitalized interest and overhead allocated incorrectly
	Accuracy
	C.1 to C.3
	

	Cost overruns and stalled projects not written down
	Valuation
	D.1 to D.3
	

	Unrecorded construction payables and retainage
	Completeness
	B.6
	

	[Entity-specific risk]
	
	
	



5. Project understanding
	Ref
	Procedure
	Assertions
	W/P ref
	Done by / date
	Result

	A.1
	Obtain the project list with budget, cost to date, cost to complete, status, financing and intended use (sale, lease or hold).
	All
	
	
	

	A.2
	Read development, construction, architect, entitlement and loan agreements, board approvals and budget revisions.
	All
	
	
	

	A.3
	Walk through the draw approval and cost coding process; identify controls over capitalization decisions and test them.
	All
	
	
	



6. Capitalized costs
	Ref
	Procedure
	Assertions
	W/P ref
	Done by / date
	Result

	B.1
	Select costs capitalized in the period, weighted to the largest, and vouch to contracts, invoices, pay applications and lender draw packages.
	Occurrence, accuracy
	
	
	

	B.2
	Test that each cost is directly related to development and was incurred after the activities that qualify for capitalization began.
	Classification
	
	
	

	B.3
	Identify costs that should be expensed: marketing, general administration, carrying costs after completion, and abandoned project costs.
	Classification
	
	
	

	B.4
	Test related party development fees, management fees and sponsor charges for reasonableness and disclosure.
	Occurrence, presentation
	
	
	

	B.5
	Determine the date the project is substantially complete and ready for use, and test that capitalization stopped at that date; compare with certificates of occupancy and lease commencement.
	Cutoff
	
	
	

	B.6
	Perform a search for unrecorded liabilities, review retainage and test accruals for work performed and not yet billed.
	Completeness
	
	
	



7. Interest and indirect costs
	Ref
	Procedure
	Assertions
	W/P ref
	Done by / date
	Result

	C.1
	Recompute capitalized interest from average accumulated expenditures and the applicable rates, limited to interest actually incurred; agree the loan balances and rates to agreements.
	Accuracy
	
	
	

	C.2
	Test the allocation of indirect and overhead costs to the project against a documented, consistently applied method.
	Accuracy
	
	
	

	C.3
	For multi-unit developments, test the relative allocation of common costs to units, phases or parcels against the method documented in the file.
	Accuracy
	
	
	



8. Recoverability and presentation
	Ref
	Procedure
	Assertions
	W/P ref
	Done by / date
	Result

	D.1
	Evaluate impairment indicators: cost overruns, stalled work, changes in plans, market declines, entitlement problems and lender action; obtain management’s analysis.
	Valuation
	
	
	

	D.2
	Compare the carrying amount with expected selling price less costs to sell or undiscounted cash flows as the applicable guidance requires, and test the assumptions against comparable sales or leases.
	Valuation
	
	
	

	D.3
	Test the classification between held for development, held for sale and operating property, and the related disclosures, commitments and guarantees.
	Classification, presentation
	
	
	



9. Conclusion
Conclude on whether capitalized development costs are proper, complete and recoverable, and whether disclosures about commitments, financing and impairment are adequate.
[Conclusion: whether sufficient appropriate audit evidence was obtained for the account area, the misstatements identified (carried to the summary of uncorrected misstatements), and any matters for the engagement partner or those charged with governance.]
Preparer and reviewer sign-off
	Role
	Name
	Signature or initials
	Date
	Extent of review

	Prepared by
	[Name]
	[Initials]
	[MM/DD/YYYY]
	Not applicable

	Reviewed by (senior / manager)
	[Name]
	[Initials]
	[MM/DD/YYYY]
	[Full / selected items]

	Reviewed by (partner or controller)
	[Name], CPA
	[Initials]
	[MM/DD/YYYY]
	[Full / significant matters and judgments]



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.
