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INVENTORY APPENDIX 2 – TESTS AT INVENTORY COUNT

N.B. If inventory count is solely undertaken by a 3rd party, this does not negate the need to carry out audit procedures identical to that carried out if the client had undertaken the procedures.  Consideration should be given as to the integrity and independence of the 3rd party.

	
Existence/Completeness

	
	
Yes/No/N/A
	
Ref.
	
Completed by

	1. Inspect area and ensure inventory to be counted is clearly identified.

	
	
	
	

	2. Check that inventory count instructions are being followed, and count is carefully carried out.

	
	
	
	

	3. Count physical inventory and compare test counts to client’s count records to ensure the accuracy of the inventory count.

	
	
	
	

	4. Select items from client’s count records and count physical inventory they represent, concentrating on material items (DO NOT MARK client’s copies).

	
	
	
	

	5. Ensure all differences are resolved and consider recounts if differences have arisen.

	
	
	
	

	6. Inspect inventory count control record to determine whether all pre-numbered inventory sheets have been accounted for including unused and spoilt sheets.  Enquire into alterations / unusual items.

	
	
	
	

	7. If inventory sheets / cards are numerically controlled, note numbers used.  In other cases, initial all inventory sheets.  Consider whether there are any opportunities for insertion of non-existent inventory.

	
	
	
	

	8. Scan or copy a sample or preferably all inventory sheets used.

	
	
	
	




	
	
	
Yes/No/N/A
	
Ref.
	
Completed by

	Valuation

9. Ensure inventories which appear to be excessive, long-standing, obsolete or damaged are noted.

	
	


	


	



	Cut-Off

10. Note the last number used and the next number unused of the following:
· Goods inwards notes;
· Goods outwards notes;
· Goods returned notes;
· Purchase invoices;
· Sales invoices;
· Credit notes; and
· Purchase orders.

	
	











	











	












	11. Ascertain how goods received / dispatched during the inventory count are dealt with.

	
	
	
	

	12. Check that the last entries in goods received records before the inventory count commenced have been included in inventory.

	
	
	
	

	13. Check that last dispatches prior to the inventory count have been excluded from inventory and included in sales.

	
	
	
	

	14. Check that goods received / dispatched during the inventory count have been dealt with properly.

	
	
	
	

	15. Check that goods moving between areas are properly controlled.

	
	
	
	

	16. Check inventory in transit, especially intra-group inventory, has been properly identified.

	
	
	
	

	Ownership

17. Check that inventory that does not belong to the client has been properly identified and not included in the count.

	
	
	
	





	
	
	
Yes/No/N/A
	
Ref.
	
Completed by

	18. Summarise the adequacy and effectiveness of the client’s inventory count procedures by preparing a report in respect of each location visited, which should include the following:
· What is your opinion of the capability of the individuals responsible for organising inventory-taking?
· Were assistants properly organised and briefed?
· Were instructions adequate? (If instructions were verbal, attach a brief summary of inventory count procedures)
· Was inventory arranged so as to make inventory identification and counting efficient and straightforward?
· Were inventory counters generally familiar with the inventory that they were counting?
· What precautions were taken to prevent misdescription of the quantity units (e.g. 1 box of 10 machines recorded as 10 boxes, or imperial measurements being recorded as metric?)
· Describe the methods used to identify and quantify obsolete, surplus and damaged inventories?
· What is your opinion on the general reliability of the inventory count?
· What changes would you recommend for improving future inventory counts at this location?  Have these been included in the management letter worksheet if appropriate?

	
	
	
	

	19. List and perform any additional tests considered necessary.
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