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TAXATION ~ INCLUDING DEFERRED TAXATION

	Audit tests

	
	Extent
	Reference
	Initials / Date

	1. Obtain a taxation lead schedule.

	
	
	J1
	

	2. Agree the constituents of the tax charge / credit shown on the lead schedule to the trial balance. (E)

	
	
	J1
	

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

	
	
	
	

	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 where a separate tax review is going to be performed, matters from other sections of the audit working papers (for example, relating to employment or sales taxes / duties) which require special consideration from a taxation perspective have been specifically drawn to the attention of the individual performing the tax review.

	
	
	
	

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

	
	
	Annual file divider
	

	8. Ensure that the appropriate taxation authority has acknowledged receipt and has processed the previous period’s tax return. (R&O)

	
	
	
	

	9. Ensure that payments have been made on the due date (where necessary, these are the “payment on account” dates), and that interest has been provided in respect of all late payments. (C)

	
	
	
	

	10. Review correspondence with the appropriate taxation authority to confirm that all matters are correctly treated in the financial statements. (P)

	
	
	
	

	11. Obtain a copy of the current corporation tax computation. (V)

	
	
	
	

	12. Agree figures in the current tax computations to supporting evidence throughout the audit file. (A, C, V)

	
	
	
	




	Audit tests

	
	Extent
	Reference
	Initials / Date

	13. Check the current tax computation, considering the following:
· Items treated differently for tax and financial reporting purposes;
· Items disallowable for tax purposes;
· Whether allowances have been claimed on eligible assets and have been calculated correctly;
· Whether charges on income have been correctly treated;
· Whether all reliefs claimed are valid;
· Whether all chargeable gains have been brought into the computation;
· Whether available chargeable losses have been utilised;
· Whether non-trading income has been treated correctly;
· Whether tax charge has been calculated using correct rate has been claimed;
· Validity of any set-offs and deductions (income tax, group relief claims etc.). (V)

	
	
	
	

	14. Obtain a tax reconciliation between the expected tax charge (pre-tax profit per the financial statements multiplied by the normal tax rate) and the actual tax charge, and ensure that all reconciling items have been correctly identified. (P)

	
	
	
	

	15. Check how reliable previous tax provisions were and consider whether this impacts on the reliably of the current period’s estimate.  Ensure that if any unused provision from prior periods is carried forward this is for a valid reason. (V)

	
	
	
	

	16. Obtain a copy of the deferred tax computation. (V)

	
	
	
	

	17. Consider whether all circumstances leading to timing differences have been considered, for example:
· Revaluations and fair value adjustments;
· Capital allowances ‘v’ depreciation;
· Interest and royalties paid and received;
· General provisions;
· Pension contribution ‘v’ pension costs;
· Share-based payments;
· Losses carried forward; and
· Other timing differences. (C, V)

	
	
	
	











	Audit tests

	
	Extent
	Reference
	Initials / Date

	18. Ensure that deferred tax assets are only recognised to the extent that they are more likely than not to be recovered.  Also, ensure that where deferred tax assets are not recognised this is consistent with other information in the audit file, especially consideration of the going concern status of the entity. (R&O)

	
	
	
	

	19. Confirm deferred tax has been calculated using rates that have been substantively enacted at the reporting date that are expected to apply to the reversal of the timing difference. (V)

	
	
	
	

	20. Ensure that the taxation charge or credit whether it is current or deferred is recognised in the same prime statement as the underlying gain or loss. (P)

	
	
	
	

	21. 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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