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	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 movement in the period for each category of trade and other receivables.
	CU,AV
	H.01
	MK 17/04/07
	Yes 



	· Obtain an ageing trade receivables list and verify the accuracy of age analysis by comparing the analysis with dates on underlying invoices.
	VA
	H.04/2
	MK 17/04/07
	Yes 



	2. ACCOUNTING POLICIES

Confirm that the accounting policies applied to trade and other receivable comply with IFRS, particularly IAS 32 and 39.
	CU,AV
	6.03/12
	MK 17/04/07
	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.
	CU,ORO
	T.05/3
	MK 17/04/07
	Yes 



	4. 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.

4.1. TRADE RECEIVABLES

· Check whether the debtors ledger control account reconciles with the list of debtors listing and any differences are reconciled.
	E, C
	H.04/1
	MK 17/04/07
	Yes 

	· Compare the list of balances with individual debtors sub-ledger accounts.
	E, C
	H.04/2
	MK 17/04/07
	Yes 

	· Check items, posted in the debtors’ sub-ledger as cash received, before and after year-end, to the cashbook and paying in slips to ensure they were posted in the correct year.
	CO, C
	H.04/2.1
	MK 17/04/07
	Yes 

	· Ensure that cut-off have been properly performed by confirming that goods had been sold prior to the year-end (verify to delivery notes, packing lists and export documentation) have been recorded as sales and receivables while sales post the year-end have not been recorded as receivables. 
	CO
	T.05/2
	MK 17/04/07
	Yes 

	4.2. DEBTOR CIRCULARISATION

· Obtain confirmation of debtors’ ledger balances (normally by arranging for confirmation letters to be sent out under our control at the same time as debtors statement of account).

· Supervise the making up of the contents (the letter, the client’s statement, and pre-addressed postage paid envelopes for reply - the envelope should state the client’s reference number).

· Select a representative sample of trade receivables using the following criteria:

· Overdue debts;

· Large receivable balances;

· Accounts written off;

· Accounts settled by round-sum payments;

· Credit balances; and

· Nil balances with significant activity in the year.

Note: Negative confirmation (only requesting a reply if the balance is not agreed) should only be used where we wish to contact a high number of individual debtors.
	E, RO
	H.05


	MK 17/04/07
	Yes

	· Review the replies and summarise them as:

· Balance agreed

· Balance disagreed

· Confirmation refused

· No reply.
	E, RO
	H.05
	MK 17/04/07
	Yes

	· If the balance is disagreed, ascertain and verify explanations.
	E, RO
	H.05
	MK 17/04/07
	Yes

	· If confirmation is refused, check whether the debtor is willing to confirm specific invoices or the make up of recent remittances (not acceptable if the account balance includes long standing / partly paid items).
	E, RO
	H.05
	MK 17/04/07
	Yes

	4.3. ALTERNATIVE PROCEDURES
· Check whether subsequent receipts / remittances from debtors, after the period end, correspond to the debtors sub-ledger balances owed.
	E, RO, VA
	H.04/2
	MK 17/04/07
	Yes

	· Consider the implications for other tests (cut-off) of disputes.
	CO
	H.04/4
	MK 17/04/07
	Yes

	4.4. IMPAIRED RECEIVABLES

· Confirm the necessity and adequacy of impairment provisions by reviewing correspondence and other documentation.
	VA
	H.04/2
	MK 17/04/07
	Yes

	· Inspect customer's files on overdue debts for evidence of disputes and the probability of settlement, and ensure adequate provision has been made.
	VA
	H.04/2
	MK 17/04/07
	Yes

	· Investigate unusual features in the age analysis (such as unapplied credits or unallocated cash).
	VA
	H.04/3
	MK 17/04/07
	Yes

	· Discuss all long outstanding debtor balances in the age analysis with management to assess whether they are impaired.
	VA
	H.04/2
	MK 17/04/07
	Yes

	· Search for other evidence of impairment, for example:


-
Discounts;


-
Credit notes issued after the year end;

· Journal entries clearing accounts after the year-end.
	VA
	H.04/2
	MK 17/04/07
	Yes

	4.5. FOREIGN CURRENCY TRADE RECEIVABLES

· Verify the year-end translation of trade receivables denominated in foreign currency. Ensure that these have been translated at appropriate year-end rates.
	VA
	H.04/4
	MK 17/04/07
	Yes

	· Ensure that foreign exchange differences have been calculated correctly and transferred to the profit and loss account.
	VA
	H.04/4
	MK 17/04/07
	Yes

	· Examine the terms of sale to establish who is liable for incidental cost like freight, insurance costs. If these have been paid by the client, but are the responsibility of the debtor, they should be included in accounts receivable.
	E, C, RO
	H.04/4
	MK 17/04/07
	Yes

	4.6. OTHER RECEIVABLES

· Verify with supporting documentation and subsequent receipts post period-end. For large balances, seek independent confirmations by circularisation.
	E, RO
	H.02/1
	MK

17/04/07
	Yes 

	· Consider if adequate impairment provision has been made for items not recoverable.
	VA
	H.02/1
	MK

17/04/07
	Yes 

	5. SCRUTINY
· Investigate unusual items in the sales ledger control account, sales ledger and sales day book (such as material credit balances, balances not made up of specific transactions, and transfers between sales ledger accounts).
	E, C, RO, VA
	H.01


	MK

17/04/07
	Yes 

	6. PRESENTATION AND DISCLOSURE
· Ensure that disclosure of trade and other receivables in the draft financial statements complies with IFRS, particularly IAS 1, 32 and 39 and IFRS 7.
	CU


	6.03/15
	MK

17/04/07
	Yes 

	7. ADDITIONAL TESTS
· Consider whether additional tests are required to achieve the audit objectives.
	
	H.01
	MK 17/04/07
	Yes, no additional tests required.


H.03
































