
 

 

 

 

 

 

 

 
 

 

Data Analytics Software (DAS) Guidance and Advance Information (AI) Analysis  

 

 

The exam technique guidance set out below is our favoured approach when the question requires 

you to use the Explore module to identify audit risks or justify why a particular balance has been 

identified as an audit risk.  

We have included the most obvious audit risks from the AI and 11m dataset, as well as some of the 

audit procedures which could be performed to address those risks.  

We have also applied our technical notes to topics which appear relevant to Llama Ltd.  

Please ensure that you use the exam paper information and 12m data as much as possible and do 

not rely exclusively on the AI.  

In addition to this document and our CR materials, you may find it useful to bring in a copy of the TB 

download for the 11m.  

 

 

 

 

 

 

 

 

 

 

These materials are protected by copyright law. All breaches will be reported.  

The ICAEW Partner in Learning logo, ACA and ICAEW CFAB are all registered trademarks of ICAEW 

and are used under licence by ACA Masters. 

ICAEW takes no responsibility for the content of any supplemental training materials supplied by the 

Partner in Learning.



 

 

 

AI Risk Procedures 

Leases: 
There is a risk that liabilities and assets are understated 
because there are no lease liabilities/ROU assets on the SFP. 
Expenses are potentially understated because no finance 
expense or depr charge on ROU assets in the PL and rent 
and legal fees related to the leases have been recorded in PL 
instead (account 7100). This is not in accordance with 
IFRS16. Also, the related disclosures will not have been 
included in the notes to the FS. 
 
 
 
 
 
 
 
There is a risk that provisions are understated because Llama 
may have an obligation to dismantle the 
fixtures/fittings/leasehold improvements. 
 
Assets: 
There is a risk that leasehold improvements are 
overstated/expenses understated because manual journals 
have been posted to increase additions. For example, 
Transaction 59081-59083 has accrued £63,108 to additions.  
 
 
 
 
 
There is a risk that leasehold improvements are 
overstated/expenses understated because the capitalised 
costs may not have been depreciated over the lease term (if 
shorter than UEL). 
 
There is a risk that furniture and fixtures are 
overstated/expenses understated because Transaction 
41825 for £101,116 references ‘CCC lease contract’ and it is 
not clear how this relates to the Llama Three restaurant. The 
PO is not a source document and an invoice should be 
available to support the transaction. This could also relate to 
the understatement of lease liabilities. 
 
There is a risk that furniture and fixtures are 
overstated/expenses understated because manual journals 
have been posted to increase additions. For example, 
Transaction 59079-59080 has accrued £9,720 to additions.  

 
Obtain lease contract to assess if Llama has right to control 
the building, the building is specified in the lease and the 
lease is more than 12 months. 
 
Obtain lease contract to determine if lease is less than 12 
months and obtain documentation showing that IFRS16 
exemption election has been made. 
 
(Re)calculate implicit interest rate to be used in lease 
calculation. 
 
Review correspondence between lessor and Llama to 
identify any dismantling/removal costs that should be 
provided for and capitalised as part of ROU asset. 
 
Inspect lease contract to determine if Llama has obligation 
to dismantle any items at end of lease term.   
 
 
 
Inspect month 12 transactions to see if there have been 
more Manual Journals which increase assets. 
 
Enquire with Susan Chu to obtain explanation as to why 
manual journal was required and what assets it relates to. 
 
Obtain supporting breakdown to ensure that capitalised 
items have potential to produce future economic benefits. 
 
Obtain lease agreement to ascertain if lease term is shorter 
than UEL.  
 
 
 
Request invoice to ensure that it relates to assets which 
are controlled by Llama.  
 
Inspect month 12 transactions to see if there have been 
additional transactions which are unclear and increase 
assets. 
 
 
Obtain supporting breakdown to ensure that capitalised 
items have potential to produce future economic benefits. 
 
Request invoice and inspect it to determine what assets 
were acquired and consider if they meet capitalisation 
criteria. 



 

 

LEASES (IFRS 16) 

Lease: 

• An identifiable asset (building) specified in the lease 

• Llama obtains substantially all the economic benefits from the building  

• Llama has the right to direct how the building is used throughout the period of use (control) 

 

Not a lease: 

• If lessor can substitute building for their own benefit (unlikely), there is no identifiable asset 

 

Exemption election: 

• Leases < 12m with no purchase option; or 

• Low value and not part of bigger asset (phones, laptops) 

• Rent expensed to PL if exemption applies  

 

Lease Liability 

Initial Recognition  

• Liability initially measured at:  

• Future payments discounted to PV  

• Payments include: rent (less incentives received); guaranteed residual payments; 

purchase options (if expected to be exercised); early termination penalties 

 Payment Discount factor PV 

Yr1 X X X 

Yr2 X X X 

Yr3 X X X 

   X 

 

Subsequent Measurement - Amortised Cost: 

B/F Interest Expense Cash C/F 

X X (X) X 

PV of LP (above) Discount factor/EIR Payment made  

Cr Liability, Dr PPE (ROU asset) Cr Liability, Dr Finance Costs Dr Liability, Cr Cash  

• Effective Interest Rate (EIR) / interest rate implicit in the lease will increase the initial liability to 
the actual amount of cash paid 

• If not possible to determine implicit interest rate, use Llama’s incremental borrowing rate 
 

Right-of-Use (ROU) Asset 

Initial Recognition  

• Capitalised as part of PPE (ROU Asset):  

• Future lease payments discounted to PV (lease liability above)  

• Upfront payments (e.g. deposits, payments in advance)  

• Costs directly attributable to leasing asset (e.g. legal fees) 

• Costs to dismantle asset and restore (IAS37 provision) 

• Deduct any payments (lease incentives) from lessor 

 

Subsequent Measurement  

• Depr over period Llama will use asset (lower of lease term and UEL) 

• Tested for impairment as per IAS36 (Carrying Amount v Recoverable Amount) 

 


