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OBJECTIVE

The objective of attendance at an inventory count is to enable us establish the overall effectiveness of the client's inventory counting procedures.

The evaluation and observation of the procedures is more important than the making of test counts, although these should not be ignored, since the carrying through of test counts often gives a better insight into procedures than might otherwise be possible.

PROCEDURES

A separate inventory count report should be prepared for each principal location whether or not it is visited and, if procedures are significantly different, for different classes of inventory.

The report should also be completed where a location maintains continuous inventory records which are verified on a cyclical basis rather than on a single date.

Prior to the count the adequacy of the company's inventory counting instructions should be evaluated using the following questionnaire and the client advised immediately of any aspects where it is considered the instructions are inadequate.

If written instructions are not issued, the questionnaire should be discussed beforehand with the member of management responsible for counting at each location.

During the count we should observe whether the procedures adopted in practice comply with the instructions issued and complete the questionnaire.

Observations should be based on a representative selection of the different inventories being counted, especially those where difficulties are anticipated in applying the procedures, such as with work in progress.

OVERALL CONCLUSIONS

Based on review of procedures and physical inspection of the counting exercise, and test counts carried out, there is nothing to indicate that the client’s count cannot be relied upon for audit purposes.

	PRIVATE 

	W/P Ref
	Work completed initials and date
	Satisfactory


	1 PRIOR TO THE INVENTORY COUNT

1.1 General 

1.1.1 Ascertain the location and approximate quantity and value of inventories at each location by visual inspection and / or discussion with the client. 
	F.04/1
	AP

23/12/06
	Yes 

	1.1.2 Obtain counting instructions for all counts, whether or not we are proposing to visit all locations.
	F.04/1
	AP

23/12/06
	Yes

	1.2 Evaluation of counting instructions

1.2.1 Check that written instructions have been issued to all client personnel expected to be engaged in the inventory count and whether those personnel are adequately informed of the contents of the instructions.
	F.04/1
	AP

23/12/06
	Yes 

	1.2.2 Check that the client's staff are subject to adequate supervision by a person not generally responsible for the custody of inventories.
	F.04/1
	AP

23/12/06
	Yes

	1.2.3 Is at least one person in each of the count teams independent of the regular storekeeper?
	F.04/1
	AP

23/12/06
	Yes

	1.2.4 Is the count system such that the chance of missing items or including some items twice is minimised?
	F.04/1
	AP

23/12/06
	

	1.2.5 Is stock properly identified and segregated so that the risk of components being wrongly described is eliminated?
	F.04/1
	AP

23/12/06
	Yes

	1.2.6 Are staff required to sign stock sheets, tags, etc?
	F.04/1
	AP

23/12/06
	Yes

	1.2.7 Do responsible officials plan to tour the premises at the end of the count to ascertain that cards or tags (where applicable) have been collected and all items have been counted?
	F.04/1
	AP

23/12/06
	Yes

	1.2.8 Does the client plan to carry out a sequence check of stock tags or stock sheets used in the count at the end of the count to ensure that all tags / sheets have been properly used and accounted for?
	F.04/1
	AP

23/12/06
	Yes

	1.2.9 Do procedures allow for the following items to be separately recorded and properly described?: consignment goods? obsolete, unsaleable and unused materials? damaged, defective or redundant materials? material held for repairs?
	F.04/1
	AP

23/12/06
	Yes

	1.2.10 Do the instructions include adequate information on the necessity and procedures to obtain an accurate cut-off?
	F.04/1
	AP

23/12/06
	Yes

	1.2.11 Is stock-in-transit at the time of the count to be identified for later follow-up?
	F.04/1
	AP

23/12/06
	Yes

	1.2.12 Document procedures to be adopted by client to ensure that all items counted will appear on final stock sheets, be properly priced and extended.

	F.04/1
	AP

23/12/06
	Yes

	1.3 Tests at the inventory count

1.3.1 With a member of the client's staff, visit all places where inventories are stored and discuss generally the quality, value, arrangements, quantities of, and physical control over the goods. Enquire about any goods held on consignment or stored for others. (This procedure may reveal areas where weaknesses exist and should help us to determine where emphasis should be placed in our tests).
	F.04/1
	AP

23/12/06
	Yes 

	1.3.2 Document the method used to identify obsolete / damaged inventories.
	N/A
	
	

	1.3.3 Check that there was prohibition of all internal inventory movements during the count, and if there was any movement, was this adequately documented?
	F.04/1
	AP

23/12/06
	Yes 

	1.3.4 Check that all counting, weighing / measuring devices were accurate prior to commencement of the count.
	N/A
	
	

	1.3.5 Observe the counting and documentation, and note whether the laid down procedures are being followed. If there are any major problems which you feel unable to handle, telephone the Manager or Partner in charge of the audit. Note any deviations from the client's instructions.
	F.04/2
	AP

23/12/06
	Yes 

	1.3.6 Assess whether the inventory counters were familiar with the inventory they were counting.
	F.04/2
	AP

23/12/06
	Yes 

	1.3.7 Ensure that any stock held on consignment or loan at the client’s premises has been properly recorded and identified for exclusion from the final summaries.
	N/A
	
	

	1.3.8 Ensure that any client stock held on consignment or loan at outside locations has been properly recorded and identified for inclusion into the final summaries.
	N/A
	
	

	1.3.9 Count physical inventory and compare with the clients’ count records to ensure accuracy.
	F.04/3
	FT

23/12/06
	Yes

	1.3.10 Identify weaknesses observed for inclusion in the management letter
	F.04/3
	FT

23/12/06
	Yes

	1.3.11 Document overall conclusions on the inventory count.
	F.04
	AP

23/12/06
	Yes
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