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NOMINAL LEDGER

	GENERAL 
	
	Extent
	Reference
	Initials / Date

	1. Each individual section of the audit file should confirm that the current year figures have been agreed to the trial balance and that comparative figures have been agreed to the prior period’s financial statements. Ensure that this has been undertaken.

	
	
	
	

	2. Where comparatives period figures have been restated ensure they have been annotated as such and that the restated is due to one of the follow reasons:-
· A material change in accounting policies (as opposed to accounting estimate);
· A material error*;
· A reclassification to make this periods figures and the prior year figures comparable.

*Discuss with the client the option of preparing amended financial statements for the prior periods (s) and consider whether the discovery of the material error draws into question of the quality of prior period audit work.

	
	
	
	

	3. Review to ensure that opening balances have been correctly brought forward and that the client correctly processed last period’s audit journal adjustments.

	
	
	
	

	JOURNALS

4. Ensure the permanent file documents how the client uses journals.

	
	
	

PAF
	

	5. Undertake a walkthrough test on the client’s journal system (this must cover the actual transaction and associated controls).

	
	
	
	

	6. Verify a sample of journals from the nominal ledger to the journal file or similar document and vice versa.

	
	
	
	





	JOURNALS (continued):
	
	Extent
	Reference
	Initials / Date

	7. Select a sample of journals, including all items above performance materiality and a random selection of other journals and agree to backing documentation to confirm their validity.  Ensure that the sample includes journals processed throughout the period and also journal posted to facilitate to production of the period-end financial statements.

Ensure that this work does not duplicate work undertaken in other areas of the file, for example, all wage journals may have been reviewed via the work on payroll and depreciation journals may have already have been reviewed by the work in the fixed assets section of the file.

	
	
	
	

	SUSPENSE ACCOUNTS

8. Review client suspense accounts (including those with zero balances at the period end) to ensure that entries have been appropriately reallocated.

	
	
	
	

	9. Consider whether suspense accounts have been well controlled, or whether their usage represents a significant weakness in the client’s accounting system, which requires either additional audit procedures to be undertaken or for an appropriately worded point to be included in the management letter.

	
	
	
	

	DETAILED TESTING OF THE NOMINAL LEDGER AND TRIAL BALANCE

Where the client operates a manual accounting system or there are reservations about the integrity of the computer system used the following tests should be undertaken.

10. Check extraction / casts of trial balance.

	
	
	
	

	11. Cast on a sample basis a number of nominal ledger accounts.
	
	
	
	

	
OTHER TESTS

12. Consider whether additional tests are required to meet audit objectives.
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