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	PRIVATE 

	Assertions addressed

(Refer to Section 12.3 of the Manual)
	W/P REF
	Work completed initials and date
	
Satisfactory

	PLANNING CONSIDERATIONS

Refer to Forms 5.09, 5.10 and 5.11 on key controls identified, risks (including fraud risks) identified and the approach to assessed risk.

	1. LEAD SCHEDULE

Obtain or prepare a lead schedule setting out the summary of expenditure as reported in the financial statements.
	C
	U.01

U.05

U.08

U.10

U.13
	AP 17/04/07

FT 16/04/07

MK 16/04/07
	Yes

	2. ACCOUNTING POLICIES

Confirm that the accounting policies applied to expenditure comply with IFRS.
	
	6.03/11

6.03//10
	FT 16/04/07

MK 16/04/07
	Yes

	3. TESTING OF CONTROLS

Test the key controls identified on Forms 5.09, 5.10 and 5.11 and conclude on the effectiveness of their design and effectiveness of operation throughout the period. Identify the assertions for which they contribute significant assurance.
	C,A,CL
	U.02/2

U.02/2.1

U.06/1
	MK 17/04/07
	Yes-Other expenses only substantive test carried out

	4. ANALYTICAL PROCEDURES

(See Sections 14.4, 14.5 and 14.6 of the Manual and Form 5.06 for guidance on analytical procedures as substantive procedures)

· Obtain monthly summaries and review expenditure for reasonableness and consistency over the current period. Enquire into and obtain explanations for any unusual movements.

· Consider whether substantive analytical procedures will be effective. If so:

· Define the objective of the procedure;

· Determine the examination method;

· Define a significant deviation;

· Specify the reliance desired;

· Determine the expected result;

· Examine any deviation from the expected result;

· Evaluate the results and conclude; and

· Identify the assertions for which analytical procedures have contributed significant assurance.


	
	U.14.1

U.06/4

U.08/3

U.08/4

U.09

U.07

U.14
	AP 17/04/07

FT 16/04/07

AP 17/04/07

FT 16/04/07

17/04/07
	

	· Salaries and Wages:
 Carry out the following analytical review procedures:
· Check if there have been any increases in salaries of staff during the year that can explain the reason for increase in salaries and wages.
	
	U.06/1
	FT 17/04/07
	Yes 

	5. SUBSTANTIVE PROCEDURES

Based on the above, and on our understanding of the entity and its accounting systems, tailor the substantive audit tests below to provide sufficient assurance to enable us to conclude on the validity of each of the assertions.

5.1. PURCHASES AND COST OF SALES

· Check purchases in the general ledger or cash book to supporting documentation:

· Books of prime entry;

· Invoices;

· Delivery notes.
	O, A
	U.02/2
	AP 15/04/07
	Yes 

	· Check that purchase are valid (i.e. sent to the client for goods and services ordered by the client).
	O
	U.02/2
	AP 15/04/07
	Yes 

	· Check that purchases have been allocated to the correct general and purchase ledger accounts.
	A, C
	U.02/2
	AP 15/04/07
	Yes 

	· Test the sequence of goods received notes to ensure they are complete.
	C
	U.02/2
	AP 15/04/07
	Yes 

	· Select entries from purchase records of the last few days of this period and check to the goods received notes to ensure the correct recording, if not already tested under “inventories”.


	CO
	U.02/3
	AP

17/04/07
	Yes 

	· Select entries in the purchases ledger control account after the year-end and confirm that they relate to the following year.
	C, CO
	U.02/3
	AP

17/04/07
	Yes

	· Select items from the goods received records after the year-end to ensure the liability is recorded in the correct period.
	CO
	U.02/3.1
	AP

17/04/07
	Yes

	· Ensure goods returned notes pre and post year-end are matched by credit notes posted in the correct year.
	CO
	U.02/4
	AP

17/04/07
	Yes



	· Review post year-end credit notes to see if any belong to the previous year.


	CO
	U.02/4
	AP

17/04/07
	Yes



	· Ensure items in transit have been correctly accounted for including:


-
Goods received and not invoiced;


-
Unprocessed items;


-
Unmatched goods received;


-
Unmatched suppliers' invoices;


-
Unmatched credit notes.
	O, C, A, CO
	U.02/3
	AP 17/04/07


	Yes

	· Review the control account and ledger for large and unusual items around the year-end.
	O, C, A, CO, CL
	U.02/3
	AP 17/04/07
	Yes 

	5.2. SALARIES AND WAGES

5.2.1. Payroll cost and benefits


	
	
	
	

	· Check postings from payroll to control accounts and reconcile any differences between the gross pay as per payroll and general ledger.
	A
	U.06/1
	FT 17/04/07
	Yes 

	· Check the salary and benefit figures on the payroll to:


-
Gross pay and benefit details in the employment contracts, personnel files or salary lists;


-
Bonuses and commissions to authorisations;


-
Overtime to overtime reports.
	O, A


	U.06/2
	FT

17/04/07
	Yes 

	· Recompute tax calculations on some or the entire payroll including tax on benefits and ensure that these are correctly computed.
	A
	U.06/2
	FT

17/04/07
	Yes 

	· Check whether expense payments or benefits in kind for all employees have been notified to the tax authorities.

	A
	U.06/2

U.06/4
	FT 17/04/07
	Yes 

	· Ensure that statutory deductions are remitted on a timely basis to the respective authorities.
	O, C
	U.06/3
	FT 17/04/07
	Yes 

	· Confirm the net pay on pay advices to the cheque, pay envelope or bank transfer summary.
	C
	U.06/2
	FT 17/04/07
	Yes 

	· Confirm the existence of employees by physical inspection and the personnel files.
	O
	U.06/2
	FT 17/04/07
	Yes 

	· Scrutinise the payroll records for unusual or incorrect items (such as loans or expense allowances).
	A, CL
	U.06/2
	FT 17/04/07
	Yes 

	5.2.2. Other Deductions

· Agree other deductions on the payroll to supporting documentation (such as to authorisations in the personnel file, terms of contract, or to the conditions of the pension scheme).
	O, C
	U.06/1
	FT 17/04/07
	Yes 

	5.2.3. Scrutiny

· Enquire into and obtain explanations for unusual movements in payroll costs and staff numbers.
	O, C, A, CO,

CL
	U.06/1
	FT 17/04/07
	Yes 

	5.2.4. Disclosures
· Ensure that disclosure of employee costs in the draft financial statements complies with IFRS, particularly IAS 19.
	CU
	6.03/13
	FT 17/04/07
	Yes

	5.2.5. Additional Tests
· Consider whether any additional tests are required to achieve the audit objectives.
	
	U.06/1
	FT 17/04/07
	Yes

	5.3. GENERAL EXPENDITURE TESTS

· Verify material items with invoices or records of liabilities.
	O, C
	U.08-U.10.3
	FT 17/04/07
	Yes 

	· Give details of any items, which may be disallowed for tax purposes or where the tax treatment is unclear (both for VAT and corporation tax). Consider in particular:


-
Plant hire rentals;


-
Repairs and renewals;


-
Legal and professional charges;


-
Subscriptions and donations;


-
Sundry expenses;


-
Disallowable items;


-
Expenditure not for the purposes of trade.
	C


	U.08-U.10.3
	FT 17/04/07
	Yes 

	· Scrutinise the general ledger and cashbook for large or unusual items of expenditure.
	O, C, A, CO, CL
	N/A
	
	Test carried out during the cash and bank audit

	5.4. INPUT VAT CLAIM

· Check for the general compliance on sample of purchases and expenses by:


-
Examine invoices and ensure they comply with VAT regulations.


-
Confirm that input VAT has been claimed only on eligible goods and services and at the correct rates.


-
Check that the VAT claim falls within the relevant VAT period.


-
Check that all invoices state the name of the client.

       -Check that the all VAT input is supported by a ETR generated receipt


	E, C, A
	U.02/2

U.08-U.10.3
	AP 15/04/07

FT 17/04/07
	Yes

Yes 

	6. ADDITIONAL TESTS
· Check if there are any capital items in all the expenses with special attention to:

-Repairs and maintenance

-Legal and professional fees

-Computer expenses

· Check whether WHT rules have been adhered to.

· Check whether there are any personal expenses
	
	U.08/2

U.08/4

U.07

U.09
	
	




















U.15








