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ABSTRACT

The objective of this independent study is to apply the warning signal shown on Cash
Flow Statement to Audit Risk Evaluation on Electricity Appliance and Computer Hardware
business. In this study, data collection method is used by collecting data from audit reports,
financial statements and notes to financial statements in the annual reports from year 1999
through 2001 of 4 companies selected to be samples in this study from total 11 companies of
Electricity Appliance and Computer Hardware business listed in Stock Exchange of Thailand.
The selected companies have different cash flow as follows; the listed company that has positive
cash flow from operating activities 3 year continuously, the listed company that has negative cash
flow from operating activities 3 year continuously, the listed company that is under rehabilitation
plan, the listed company that is in process of debt restructuring plan preparation.

This study started with information gathering from annual report of selected business
which composed of audit report, financial statements and notes to financial statements, etc. then
the financial ratio calculated for auditing, cash flow preparation based on Free cash flow concept,
analysis on financial ratio calculated from cash flow statements, analysis on warning signal from
cash flow statements, analysis on problems from warning signal which are liquidity and solvency,

quality of earnings and incorrectly assets valued presentation. After analyze the factors on



warning signal from cash flow, then audit risks assessment at the financial statements level and
the account balance and class of transaction level are performed.

From this study, the listed company that has positive cash flow from operating activities
3 years continuously showed warning signal from cash flow statements about problems on
liquidity and solvency and incorrectly assets valued presentation. But these signals did not affect
to Audit risk assessment due to there are another positive factors offset against it.

The listed company that has negative cash flow from operating activities 3 years
continuously, it was showed warning signal from cash flow statements about problem on liquidity
and solvency. But these signals did not affect to audit risk assessment due to there are another
positive factors offset against it during the study. Those factors are financing in capital increasing
and loan granted by related companies. In addition, there are also warning signal from cash flow
statements showed problems on quality of earnings and incorrectly assets valued presentation,
which effected to audit risk assessment due to negative factors support it.

The listed company which operate under rehabilitation plan showed warning signal from
cash flow statements about problems on liquidity and solvency and quality of earnings but these
are not effected to audit risk assessment due to there are positive factor from warning signal. In
addition, warning signal from cash flow statements also showed the problems on incorrectly
assets valued presentation, which effected to audit risk assessment including other negative
factors.

The listed company, which is in process of debt restructuring plan preparation, showed
warning signal from cash flow statements about problems on liquidity and solvency and
incorrectly assets valued presentation. These signals are effected to audit risk assessment due to
there are other negative factors.

The recommendation from study is the warning signal from cash flow statement should
be took in consideration in audit risk assessment before accept the audit work or it should be used
in analyzing the result of year end audit at the final to ensure that there is no contradiction in
Financial statement which could not be found from accrual basis review or the rest of warning

signal analysis.



