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DIRECT COSTS

	Audit tests

	
	Extent

	Reference

	Initials / Date

	General
1. Obtain a lead schedule for direct costs. (P)

	
	
	
P1
	

	2. Agree total shown on the direct costs lead schedules to the trial balance. (A)

	
	
	P1
	

	3. Agree comparative figures to the previous period’s statutory financial statements. (P, C)

	
	
	P1
	

	4. Consider the appropriateness of the allocation of expenditure between direct costs and other expenses. (P)

	
	
	
	

	5. Review direct costs for reasonableness and consistency. (P, C)

	
	
	P1
	

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

	
	
	Ac11,
Ac13,
Ac14
	

	7. 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
	

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

	
	
	Annual file divider
	

	9. Consider the results of the scrutiny tests completed in the I section. (CL, A, P)

	
	
	
	

	Walkthrough
10. Undertake one walkthrough test for each system in operation (this must cover the transaction and associated controls).  Use the results, along with results of payables testing, to decide whether to replace some or all tests of detail with detailed analytical procedures. (A)

	
	
	
	




	Audit tests

	
	Extent

	Reference

	Initials / Date

	Detailed analytical procedures
11. Perform detailed analytical procedures as applicable to the client.  E.g. proof in total, ratio analysis (comparing periods and similar entities). (C, CL, A)

	
	
	
	

	Tests of detail
12. Trace a sample of purchases from the nominal ledger to the purchase ledger, the purchase day book and then to supporting documentation. (O, A)

	
	
	
	

	13. For a sample of purchase invoices, check:
· quantities purchased to orders and goods received notes;
· prices invoiced to any agreements;
· casts and extensions. (O, A)

	
	
	
	

	14. For a sample of purchases from originating documents (orders, contracts etc.) agree, where applicable to
· goods received note;
· purchase invoice;
· purchase day book;
· purchase ledger; and
· nominal ledger. (O, C, A)
This test can be combined with the test on the R programme when all purchases are processed in the same way.

	
	
	
	

	15. Check the purchase day book casts. (A)

	
	
	
	

	16. Where a material amount of goods or services are returned, ensure the corresponding credit notes are received and recognised in the financial statements. (C, A, CO)

	
	
	
	

	17. 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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