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INVESTMENTS

This programme does not include tests relating to investment properties. These tests are included on the C audit programme.

Tests on this programme relate solely to listed and non-listed equity instruments.  Where investments are debt instruments the appropriate tests on the F audit programme should be completed. If an entity has physical investments, such as wine, works of art or commodities such as precious metals, it would seem appropriate that these are carried at fair value. Tests 16 and 18 to 23 could be completed when auditing such investments

This programme does not cover complex financial instruments: interest rates swaps are addressed on the I audit programme and forward exchange contracts are addressed on the L audit programme. If the entity has other types of complex financial instrument then additional tests must be added to an appropriate audit programme.

	Audit tests

	
	Extent

	Reference

	Initials / Date

	1. Obtain a schedule of investments, split between investments in group undertakings and other investments. (P)

	
	
	D1
	

	1. Agree totals shown on the lead schedule to the trial balance and register of investments. (E)

	
	
	D1
	

	2. Agree comparative figures to the previous period’s statutory financial statements. (V)

	
	
	D1
	

	3. Review investments for reasonableness and consistency. Consider whether any debt instrument included within investments would be more appropriately classified as debtors. (C, E &P)

	
	
	D1
	

	4. Revisit the risk assessment, materiality calculation and assignment plan and update as appropriate where matters have been identified during the assignment.

	
	
	Ac11,
Ac13,
Ac14
	

	5. Ensure key findings from this section are included in the draft letter of representation, points for the management letter and points for A.E.P.’s attention.

	
	
	Aa4,
Aa5b,
Aa7
	

	6. Ensure that the conclusion is appropriate. (P)

	
	
	Annual file divider
	

	7. If available, consider obtaining the Type 2 Report from the investment manager(s) or custodian(s).  Review the report(s) and based on the assurance obtained on the effectiveness and reliability of the controls in place, consider the extent to which tests 9 to 12 need to be completed.  Ensure that the relevant tests on the N section Audit Programme have been completed to document consideration of the use of a service organisation. (E, R&O, C, V)
	
	






	
N2
	



	Audit tests (continued)

	
	Extent
	Reference
	Initials / Date

	8. Agree shareholdings to share certificates or other suitable documentation. (E, R & O)
This test is required for subsidiaries, joint ventures and associates, as well as other investments.

	
	
	
	

	9. Check a sample of purchases to supporting documentation. (E, R & O)

	
	
	
	

	10. Check a sample of disposals to contract notes and bank receipts, and ensure that the profit / loss has been correctly calculated. (C, V)

	
	
	
	

	11. For listed investments which must be carried at fair value, vouch period end values to published data using ‘bid’ prices. (V)

	
	
	
	

	12. Check whether items denoted in a foreign currency have been translated at the correct rate. (V)

	
	
	
	

	13. Ensure the audit file justifies the classification of investments as: subsidiaries, associates, joint ventures and other investments. (D, V).

	
	
	
	

	14. For investments in subsidiaries, associates and joint venture ensure that the entity has valued them at either:-
· Cost; or
· Fair value through profit or loss; or
· Fair value through other comprehensive income. (V)

	
	
	
	

	15. For unlisted investments (other than subsidiaries, associates or joint ventures) ensure they are accounted for at fair value through profit or loss unless their fair value cannot be reliably measured. (V)

	
	
	
	

	16. For listed investments confirm that all dividends and interest receivable have been accounted for and that ‘dirty pricing’ has not occurred. (V)

	
	
	
	

	17. Where investments are not carried at fair value, consider whether there is any indication that investments are impaired. (This could involve a review recent financial statements or budgets, or where there is significant concern, obtaining an expert valuation.) (V)

	
	
	D10
	




	Audit tests (continued)

	
	Extent
	Reference
	Initials / Date

	18. Where those charged with governance conclude that non-listed investments (other than subsidiaries, associates or joint ventures) cannot be reliably measured on a fair value basis obtain confirmation of this in the letter of representation.  Consider the reasonableness of the arguments put forward to rebut the presumption that most investments can fair valued. (Ideally those charged with governance should produce a ‘paper’ to support the accounting treatment adopted). (V)

	
	
	Aa4
	

	19. Where non-listed investments have been fair valued, obtain details of the valuation prepared either by those charged with governance or an expert. (V)

NB: Details of the valuation model used and key assumptions must be disclosed in the financial statements. (D)

	
	
	
	

	20. Where an expert’s valuation has been obtained to support the value of an investment held at fair value or as part of an impairment review, undertake the appropriate audit tests on the N audit programme.  (V)

	
	
	N
	

	21. Where valuations are based on a directors’ valuation, review the appropriateness of the valuation model used and the assumptions made. (V)

	
	
	
	

	22. Consider investment performance post period end to confirm no substantial fall in valuation. (P)

	
	
	
	

	23. Ascertain whether investments have been placed as collateral or security by inspecting reports from the investment custodian, loan agreements, minutes etc. (P)

	
	
	
	

	24. List and perform any additional tests considered necessary.




	
	
	
	


Assertion Key:
E=	Existence;
R&O=	Rights and Obligations;
C=	Completeness;
V=	Accuracy, Valuation and Allocation;
P=	Presentation;
O=	Occurrence;
A=	Accuracy;
CO=	Cut-off;
CL=	Classification.
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