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Abstract: This article examines the theoretical and methodological foundations of the audit of financial liabilities and the
role of foreign experience in advancing them. Unlike the audit of assets, which is dominated by the risk of overstatement
and the existence assertion, the audit of liabilities is governed by the risk of understatement or omission; the completeness
assertion is therefore central and calls for procedures aimed at the search for unrecorded liabilities. Drawing on the
International Standards on Auditing (ISA 315, 330, 500, 501, 505), the International Financial Reporting Standards (IAS
32, IFRS 9, IAS 37) and the approaches of the Anglo-American and CIS audit schools, the study offers recommendations
for adapting risk-based methodology, external-confirmation practice and the audit of estimated liabilities to national
conditions.

Key words: financial liabilities, audit, completeness assertion, unrecorded liabilities, external confirmation, International
Standards on Auditing, provisions, risk-based audit, foreign experience.

AHHOTaLus: B cTaTbe paccmaTpuBaloTcs TEOPETUHECKNE U METOAONOMMYECKNE OCHOBbI ayanTa (PMHaHCOBbLIX 0653aTeNbLCTB,
a TaKkKke ponb 3apybexHOro omnbiTa B UX COBEPLUEHCTBOBaHMU. B oTnuune oT ayauTta akTuBOB, rae npeobnagatoT
PUCK 3aBblILLEHNS U YTBEPXOEHME O CyLIEeCTBOBaHWMW, ayauT 00S3aTenbCTB XapaKTepusyeTcs PUCKOM 3aHWDKEHUs! Unuv
HEMOSTHOro OTPaXKEHWsi, B CBA3WN C YeM KIoYeBOe 3HadeHue npuobpeTaeT yTBepKaeHWe O NorHoTe U HeobxoouMoCTb
npYMeHeHns npoLeayp, HanpaBneHHbIX Ha NOUCK HeYUYTEHHbIX 06s3aTenbcTB. Onupasack Ha MexayHapoaHble cTaHaapThbl
ayguTta (ISA 315, 330, 500, 501, 505), MexagyHapogHble ctaHaapTbl huHaHcoBon oT4eTHOCTU (IAS 32, IFRS 9, IAS 37),
a Takke noaxoabl aHrno-amepukaHckon n CHI™ wkon ayauTta, nccrnegoBaHue npeanaraet pekoMeHgauum no agantauum
PUCK-OPUEHTUPOBAHHON METOAOMOrMKN, MPaKTUKN BHELLUHEro MOATBEPXAEHWS U ayauTa OLEHOYHbIX 005A3aTenbCcTB K
HaLMOHanNbHbIM YCIOBUSIM.

KntoueBble crioBa: (ouHaHCOBble 0653aTenbCTBa, ayauT, YTBEPXKAEHVE O NOJIHOTE, HeYUYTEHHbIe 0653aTeNbCTBA, BHELLHEE
noaTeepxaeHve, MexayHapoaHble cTaHAapTbl ayauTa, Pe3epBbl, PUCK-OPUEHTUPOBAHHLIM ayauT, 3apyGeHbIN OMbiT.

INTRODUCTION

In a market economy, the reliability of financial statements is confirmed through independent external
audit. Among the objects that determine this reliability, the financial liabilities of an entity occupy a prominent
place. They comprise trade payables, bank loans and borrowings, issued bonds, tax obligations, and provisions
and contingent liabilities. Liabilities represent third-party claims on the entity’s resources, and their incorrect or
incomplete recognition can materially distort the reported financial position and results.
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The theoretical complexity of auditing liabilities follows from an asymmetry of risk. Whereas the principal
risk in auditing assets is overstatement, the principal risk for liabilities is understatement: an entity is inclined
to undervalue or omit obligations in order to present a more favourable position. Consequently, the dominant
assertion in liability audits is completeness, which obliges the auditor to verify that all existing obligations are
fully recorded and to apply dedicated procedures known as the search for unrecorded liabilities.

Uzbekistan has recently undertaken far-reaching audit reforms. Under the revised Law on Auditing Activity,
adopted on 25 February 2021, audits are now performed on the basis of the International Standards on
Auditing [1], while the national accounting system is being progressively aligned with the International Financial
Reporting Standards [2]. This transition has heightened the need to develop the theory and methodology of
liability audits in accordance with international practice.

At present, the domestic literature lacks a coherent methodological framework for auditing liabilities,
particularly regarding provisions and contingent liabilities, fair-value measurement of financial liabilities, and
the search for unrecorded liabilities. The gap between national practice and the requirements of international
standards makes the study and rational adoption of foreign experience a pressing task. The relevance is not
only academic but also economic: as corporate borrowing, the bond market and international financial relations
expand, investors and creditors require reliable information on liabilities, since their misstatement can lead to
erroneous economic decisions concerning an entity’s solvency and stability.

The aim of the article is to analyse the theoretical foundations of the audit of financial liabilities and to
determine the role and potential of foreign experience in their development. The objectives are to clarify
the concept and classification of financial liabilities; to systematise the theoretical foundations of their audit
(assertions, risk, audit evidence); to compare the approaches of the leading foreign schools; and to substantiate
directions for adapting foreign experience to national conditions.

REVIEW OF LITERATURE ON THE SUBJECT

The theoretical foundations of the audit of financial liabilities occupy an important place in the modern
audit system because liabilities directly affect an entity’s financial stability, solvency, and going-concern status.
In international auditing practice, the audit of liabilities is characterized by a higher risk of understatement
or omission compared with the audit of assets, where overstatement risks generally dominate. As a result,
contemporary auditing theory emphasizes the importance of completeness assertions, risk-oriented procedures,
and professional skepticism in verifying obligations and contingent liabilities. The growing integration of global
financial markets and the expansion of complex financial instruments have further increased the relevance of
international auditing standards and foreign audit experience in improving national audit methodologies.

A significant contribution to the development of modern liability-audit methodology has been made by the
International Auditing and Assurance Standards Board through the establishment of International Standards
on Auditing (ISA). In particular, ISA 540 (Revised) “Auditing Accounting Estimates and Related Disclosures”
provides a methodological framework for examining accounting estimates associated with provisions, contingent
liabilities, expected credit losses, and fair-value measurements. The standard emphasizes that auditors must
evaluate management assumptions, estimation uncertainty, and the reasonableness of valuation models
when auditing financial liabilities. Modern liabilities increasingly involve judgment-based measurements rather
than purely documentary verification, making ISA 540 especially important in the audit of financial obligations
connected with financial instruments and long-term contractual commitments.

Another important methodological source is ISA 570 (Revised) “Going Concern,” which establishes the
auditor’s responsibilities regarding the assessment of an entity’s ability to continue as a going concern. The
standard highlights that excessive debt burdens, liquidity deficiencies, and refinancing risks may indicate
material uncertainty about business continuity. Therefore, the audit of financial liabilities cannot be limited
to formal verification procedures alone but must also include analytical assessment of debt sustainability,
covenant compliance, and future cash-flow adequacy. International practice demonstrates that going-concern
evaluation has become one of the most sensitive areas of financial statement auditing, particularly after global
financial crises and periods of economic instability.

The presentation and classification of liabilities are largely regulated by International Accounting Standards
Board through IAS 32 “Financial Instruments: Presentation.” This standard establishes theoretical principles
for distinguishing financial liabilities from equity instruments and defines rules for offsetting financial assets
and liabilities. IAS 32 significantly contributed to improving transparency in financial reporting by clarifying the
economic substance of contractual obligations. Researchers note that the implementation of IAS 32 enhanced
comparability between international companies and strengthened the reliability of debt-related disclosures in
financial statements. The standard also created a conceptual basis for the development of risk-based audit
approaches toward financial instruments and complex liability structures.
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Modern theoretical approaches to auditing are comprehensively reflected in the work of William F. Messier,
Steven M. Glover, and Douglas F. Prawitt. In Auditing & Assurance Services: A Systematic Approach (2019), the
authors present auditing as an integrated risk-assessment process that combines internal control evaluation,
substantive testing, and analytical procedures. Their research emphasizes that liabilities require particularly
careful verification because unrecorded obligations can materially distort financial statements and mislead
users regarding an entity’s solvency. The authors also underline the importance of external confirmations,
subsequent-events testing, and analytical review procedures in detecting hidden liabilities and incomplete
disclosures.

A substantial contribution to the interpretation and application of International Standards on Auditing was
made by Rick Hayes, Philip Wallage, and Hans Gortemaker. Their work Principles of Auditing (2014) explains
that modern auditing increasingly relies on professional judgment and risk-oriented methodology rather than
mechanical compliance procedures. According to the authors, the audit of liabilities requires auditors to integrate
substantive procedures with assessments of management integrity, governance quality, and internal-control
effectiveness. They also stress that international audit practice has shifted toward a principles-based approach,
enabling auditors to adapt procedures according to the complexity of financial transactions and the industry-
specific characteristics of audited entities.

The theoretical and practical aspects of auditing in the post-Soviet audit school are extensively reflected in
the works of Aleksei D. Sheremet and Vladimir P. Suyts. In their textbook Audit (2018), the authors emphasize the
importance of documentary evidence, inventory procedures, and analytical verification in the audit of liabilities.
They argue that the reliability of financial reporting depends significantly on the completeness and legality of
recognized obligations. Their methodological approach combines traditional control procedures with modern
risk-oriented auditing concepts, thereby creating a bridge between classical accounting control systems and
contemporary international standards.

Important theoretical explanations regarding audit organization and liability verification are also presented
in the works edited by Vladimir |. Podolsky. Podolsky’s research highlights the role of internal control systems,
auditor independence, and evidence sufficiency in ensuring audit quality. The textbook particularly emphasizes
that liabilities often involve increased fraud risks because management may intentionally conceal obligations
in order to improve financial ratios and investment attractiveness. Therefore, effective audit procedures must
include both documentary examination and analytical review of financial relationships and cash-flow movements.

Despite the extensive development of international auditing standards and methodological literature,
several theoretical and practical issues remain insufficiently explored. Many national audit systems still rely
heavily on formal compliance verification and lack advanced risk-assessment methodologies for auditing
financial liabilities and complex financial instruments. Furthermore, the adaptation of foreign auditing experience
to emerging economies remains challenging due to differences in institutional environments, accounting
systems, and regulatory practices. Consequently, there is a growing need to integrate international auditing
standards, foreign methodological approaches, and national audit practices in order to strengthen the reliability,
transparency, and analytical effectiveness of financial liability audits.

RESEARCH METHODOLOGY

The study is theoretical in nature and takes the form of a comparative-analytical review. It employs general
and specialised methods of cognition: systematisation of concepts, comparison, logical analysis, content analysis
of regulatory documents and academic literature, induction and deduction, abstraction and generalisation.
The comparative method enabled approaches from different countries and schools to be juxtaposed, while
systematisation allowed them to be integrated within a single theoretical framework.

The empirical base comprised: (a) the International Standards on Auditing issued by the International
Auditing and Assurance Standards Board (IAASB) under IFAC, namely ISA 200, 240, 315, 330, 500, 501, 505,
540 and 570 [3—10]; (b) the standards governing the recognition, measurement and disclosure of financial
liabilities, 1AS 32, IFRS 9, IAS 37 and IFRS 13 [11-14]; (c) foreign textbooks and scholarship of the Anglo-
American school (Arens, Elder, Beasley; Messier, Glover, Prawitt; Hayes, Wallage, Gortemaker) and the CIS
school (Sheremet, Suyts; Podolsky) [15—-19]; (d) the COSO Internal Control-Integrated Framework [20]; and
(e) the auditing and accounting legislation of Uzbekistan [1; 2]. The study is limited to theoretical generalisation
and comparison; it provides no empirical data analysis and is intended as a foundation for subsequent empirical
research.

ANALYSIS AND RESULTS

Under IAS 32, a financial liability is a contractual obligation to deliver cash or another financial asset to
another entity [11]; IFRS 9 measures such liabilities mainly at amortised cost or at fair value through profit or
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loss [12]. For audit purposes, liabilities are usefully classified by maturity (current and non-current) and by
degree of certainty: determinable liabilities (payables, loans), estimated liabilities or provisions under IAS 37
(warranties, litigation reserves), and contingent liabilities [13]. This classification underpins the selection of
distinct procedures for each group.

The overall objective of an audit (ISA 200) is to obtain reasonable assurance about the fair presentation
of the financial statements, achieved through the prism of management assertions. For account balances,
ISA 315 identifies existence, rights and obligations, completeness, valuation and allocation, and presentation
and disclosure [4]. In liability audits, completeness is paramount, since the greatest risk is the failure to record
obligations; hence the auditor performs the search for unrecorded liabilities.

Audit reliability depends on the sufficiency and appropriateness of audit evidence (ISA 500). Evidence
obtained directly from third parties is more reliable than entity-prepared documents [6]. On this basis, external
confirmation (ISA 505) is central to liability audits: bank requests confirm loans, overdrafts, guarantees and
contingent liabilities, while suppliers and creditors confirm outstanding balances [8]. ISA 501 further requires
evidence on specific items, including legal confirmations of litigation and claims, which is decisive for contingent
liabilities [7].

The methodological core of contemporary auditing is the risk-based approach. Under ISA 315 the auditor
first understands the entity and its internal control and assesses the risks of material misstatement, then
designs proportionate responses under ISA 330 [4; 5]; the COSO framework serves as the theoretical basis
for evaluating internal control [20]. For liabilities, the elevated understatement risk leads the auditor to expand
substantive procedures and to emphasise completeness testing.

Relating procedures to assertions is theoretically important. Completeness is tested through the search for
unrecorded liabilities and analytical procedures, such as comparing recorded borrowings with interest expense
to detect omitted loans. Existence and rights and obligations are addressed through external confirmation and
inspection of source documents; valuation through recalculation of amortised-cost and fair-value figures; and
presentation through verifying the current/non-current split and the adequacy of note disclosures. This logical
link between procedures and assertions forms the methodological basis for designing an audit programme [6;
15; 16].

The theoretical foundations of liability audits are inseparable from accounting methodology. To assess
whether a liability is correctly recognised, the auditor must know the recognition conditions under IFRS; for
instance, a provision under IAS 37 is recognised only when a present obligation arises from a past event, an
outflow is probable, and a reliable estimate can be made [13]. Liability audits therefore verify each stage of the
recognition—measurement—presentation chain through the lens of accounting standards, an interdependence
emphasised in foreign scholarship [11; 12; 17].

Certain liability types require tailored approaches. The audit of tax obligations relies on knowledge of tax
law and on recalculating and reconciling assessed amounts with declarations. For bank loans and borrowings,
the auditor verifies compliance with contractual terms, interest rates and repayment schedules, noting that
covenant breaches may reclassify a liability as current. In the financial sector, the audit of liabilities such as
deposits and interbank loans has industry-specific features regulated by the Central Bank [1]. Accounting for
these specifics ensures methodological flexibility and indicates that foreign experience should be applied with
sectoral differentiation.

The Anglo-American school (Arens, Elder, Beasley; Messier, Glover, Prawitt) has developed a practice-
oriented, assertion-andrisk-based methodology, proposing classiccompleteness procedures: testing subsequent
cash disbursements, examining invoices received after the reporting date, cut-off testing, and reconciling
payables with vendor statements [15; 16]. The harmonisation approach (Hayes, Wallage, Gortemaker) treats
the ISA as the single global benchmark and is directly relevant to Uzbekistan, whose audit is now ISA-based
[17]. The CIS school (Sheremet, Suyts; Podolsky) has elaborated a methodology for auditing settlements that
emphasises inventory of obligations and reconciliation acts [18; 19]. Although their terminology differs, the
schools share one theoretical core: ensuring complete and reliable recognition of liabilities, prioritising external
and documentary evidence, and basing work on risk assessment. The convergence of their aims demonstrates
the feasibility of integrating foreign experience into national practice.

Estimated and contingent liabilities form a particularly complex object. Under IAS 37, provisions are
recognised at the best estimate of the obligation, whereas contingent liabilities are only disclosed [13]. Because
such items are judgemental, the auditor applies the audit of accounting estimates (ISA 540), obtains legal
confirmations (ISA 501), and assesses going concern (ISA 570) [7; 9; 10]; here professional judgement and
professional scepticism are decisive.

The comparative analysis indicates several directions for using foreign experience. First, national practice
often emphasises verifying existing documents (the existence assertion) while devoting insufficient attention
to completeness, that is, to the search for unrecorded liabilities. The Anglo-American procedures of testing

econoscitech-integration-journal.uz

294



5/2026 ECONOSCITECH INTEGRATION

subsequent payments and cut-off can close this gap and, once embedded in national guidance, would markedly
improve audit quality [15; 16].

Second, a culture of external confirmation must be developed. Although external evidence is theoretically
the most reliable [6], requesting confirmations from banks and creditors is not yet applied consistently;
introducing methods for planning confirmation requests, evaluating the reliability of responses and handling
exceptions, as required by ISA 505, is advisable [8]. Third, the audit of estimated and contingent liabilities is
the least developed area in national theory. Liabilities measured at fair value under IAS 37 and IFRS 9/IFRS
13 require professional judgement, valuation models and the use of experts; studying and incorporating the
principles of ISA 540 and ISA 620 into the national methodology remains an urgent task [13; 14].

Fourth, data analytics is increasingly used abroad. Full-population testing—for example, automatically
analysing all payable transactions—replaces traditional sampling and substantially strengthens completeness
testing by matching all post-reporting-date payments against the liability register and detecting unusual items.
Developing digital competencies and adopting suitable software is therefore a strategic objective for national
audit firms. Fifth, the effective use of foreign experience presupposes consistent alignment of the national
accounting standards with IFRS, since differences in the recognition and measurement of liabilities directly
affect audit methodology; accounting and audit reforms should advance in parallel within a single conceptual
framework.

Adapting foreign experience also faces objective constraints: a shortage of ISA-trained personnel, the need
for official translation and consistent application of the standards, an unfinished shift from a compliance-oriented
mindset to a risk-based one, and the incomplete convergence of national accounting standards with IFRS.
Finally, professional scepticism, materiality and audit documentation deserve particular attention. The inherent
tendency to understate liabilities requires heightened scepticism toward management-provided information;
appropriate materiality determines which liabilities warrant detailed procedures; and full documentation of
procedures, evidence and judgements safeguards audit quality.

On this basis, the following recommendations are proposed: (1) develop ISA-compliant national guidance
for auditing financial liabilities (audit programmes and working-paper templates); (2) make the search for
unrecorded liabilities and external confirmation mandatory elements of standard methodology; (3) raise auditors’
competence in auditing estimated and contingent liabilities; (4) align the sector-specific audit of bank liabilities
with Central Bank requirements; and (5) progressively introduce data-analytics tools into the audit process.

CONCLUSIONS AND SUGGESTIONS

The findings show that foreign experience is central to forming and improving the theoretical foundations
of the audit of financial liabilities. Foreign schools and international standards provide a coherent conceptual
framework—a system of assertions, a risk-based methodology and the primacy of the completeness assertion—
together with tested procedures for searching for unrecorded liabilities, external confirmation and the audit of
judgemental liabilities.

Using foreign experience, however, means adaptation rather than mechanical transfer, taking national
legal and economic conditions into account. The most effective path is to combine the risk-based rigour of the
Anglo-American school with the methodological consistency of the CIS school and Uzbekistan’s new ISA-based
legal framework. In sum, strengthening this field requires the systematic assimilation of foreign achievements,
the consistent incorporation of international standards into national methodology, and the harmonisation of
accounting and audit reform. Prioritising the completeness assertion, building a confirmation culture, developing
methodology for estimated and contingent liabilities, and adopting digital analytics will enhance not only audit
quality but also the international credibility of Uzbekistan’s financial reporting and the attractiveness of its
investment climate. Empirical testing of these propositions in the practice of national audit firms is identified as
the direction for further research.
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