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EQUITY AND STATUTORY INFORMATION

	Audit tests

	
	Extent
	Reference
	Initials / Date

	General
1. Obtain schedules showing issued share capital, along with all movements in reserves. 
a) Agree all figures to the Statement of Changes in Equity (SOCE). (P)

	
	
	M1
	

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

	
	
	Ac11,
Ac13,
Ac14
	

	3. 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 and the permanent audit file is appropriately updated.

	
	
	Aa4,
Aa5b,
Aa7
	

	4. Ensure that the conclusion is appropriate. (D)

	
	
	Annual file divider
	

	Share Capital

5. Agree comparative figures to the previous period’s statutory financial statements. (E)

	
	
	
	

	6. Agree allotted share capital to the trial balance and Register of Members. (C, E)

	
	
	M1
	

	7. Ensure that all changes in the issued share capital (including the issue of additional shares, repurchase of shares etc.) are properly authorised and correctly accounted for in accordance with legislation. A detailed supporting working paper should be prepared. (E, C,V)

	
	
	
	

	8. Consider whether share capital is correctly reflected as equity or debt. (D)

	
	
	
	

	Directors and Secretary
9. Enquire as to whether there have been any changes in directors and / or secretary and agree to the relevant statutory filings. (C, P) 

	
	








	
	

	Audit tests (continued)

	
	Extent
	Reference
	Initials / Date

	Ultimate Controlling Party 
10. Obtain confirmation in the letter of representation that appropriate disclosure has been made of whom the ultimate controlling party is. Review statutory filings to ensure that that it agrees with the disclosure given and assess whether any other information has come to light which draws into question the representations made by the directors. (P)

	
	
	
Aa4
	

	
	
	
	
	

	Reserves
11. Confirm description of reserves agrees with previous period’s financial statements. (P)

	
	
	
	

	12. Ensure gains and losses are recognised in the correct statement. (P)

The following should be recognised directly in reserves:
· Movements in Share Capital;
· Dividends (actual and deemed);
· Prior period adjustments.

The following should be recognised as other comprehensive income:
· Revaluation gains (and certain losses) on property, plant and equipment;
· Depreciation adjustment regarding revalued property, plant and equipment;
· Revaluation gains on subsidiaries, associates and joint ventures carried at fair value where  the option is taken not to include movements in profit or loss;
· Certain gains and losses on defined benefit pension schemes;
· Movements on cash flow hedges;
· Tax and deferred tax movement relating to the above items.

	
	
	






S4j
	

	13. Ensure the composition of each reserve can be appropriately identified. (C)

	
	
	
	

	Dividends
14. Whilst not mandatory, consider whether dividends are identified and disclosed as ‘actual’ dividends and ‘deemed’ dividends. (P)

‘Deemed’ dividends arise on the initial recognition of longer term intercompany / related party loans which do not carry a commercial rate of interest. 

	
	
	
	

	15. Confirm that all dividends (whether actual or ‘deemed’) have only been declared out of distributable profits and are permitted by the entity’s governing documents. (P)

	
	
	
	




	Audit tests

	
	Extent
	Reference
	Initials / Date

	16. Ensure interim dividends have been paid prior to the period end (or deemed to be paid which usually occurs when they have been formally off-set against a shareholders’ overdrawn loan account, an interim dividend cannot create a creditor) and final dividends have been authorised prior to the period end. (R&O)

	
	
	
	

	17. Confirm the calculation of dividends is correct. Ensure that all dividend waivers have been correctly accounted for and that dividends ‘in specie’ have been accounted for based on the book value of the assets transferred.  (C, E)

	
	
	
	

	18. For dividends ‘in specie’ where assets have not been transferred proportionally to all shareholders based on their ownership of the company, ensure the fair value of the dividend ‘in specie’ is calculated and disclosed. 

This will occur when dividend waivers are in place or when there are different classes of shares which are owned by different shareholders or have a different percentage split between the shareholders. 

	
	
	
	

	19. Ensure that dividends declared after the reporting date have been identified but not recognised as a liability. These may be presented as a separate component of distributable reserves at the reporting date. (P)

	
	
	
	

	Minutes
Tests on other sections of the file involve the review of minutes of shareholders and directors’ meetings for evidence of additional capital commitments, new loan agreements, additional provisions or contingencies, fraud and error, breaches of law and regulations and undisclosed related party transactions.

20. Ensure that the company’s minutes do not allude to any other issues that are significant to the audit. (P)

	
	
	
	

	Statutory Books
21. Verify any changes with the minutes and ensure that, if necessary, the companies’ registry has been notified.

	
	
	
	

	22. 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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