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PROPERTY, PLANT AND EQUIPMENT

	Audit tests

	
	Extent
	Reference
	Initials / Date

	1. Obtain a lead schedule of property, plant and equipment, and investment properties, showing the movement for each class during the period. (P)

	
	
	C1
	

	2. Obtain an asset register, which lists all the assets held by the entity and their values. (V)

	
	
	C1
	

	3. Agree totals shown on the lead schedule to the trial balance and register of property, plant and equipment. (E)

	
	
	C1
	

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

	
	
	C1
	

	5. Review property, plant and equipment for reasonableness and consistency. (C)

	
	
	
	

	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. (D)

	
	
	Annual file divider
	

	9. Vouch a sample of additions to supporting documentation. (E, V)

	
	
	
	

	10. Ensure that the cost of self-constructed items of PPE includes, if appropriate, attributable borrowing costs. (V)

	
	
	
	

	11. If payment for additions is deferred beyond normal credit terms or if a finance lease is entered into, ensure that ‘cost’ represents the present value of all future payments. (V)

	
	
	
	

	12. Where the entity has a de minimis limit below which property, plant and equipment are not capitalised, review the entity’s policy and consider whether it is reasonable. In particular, consider whether over time it could lead to property, plant and equipment being materially understated. (V)

	
	
	
	

	Audit tests (continued)

	
	Extent
	Reference
	Initials / Date

	13. Review repairs, renewals and sundries to identify any items which should have been capitalised. (V, C)

	
	
	
	

	14. Vouch a sample of disposals to contracts, sales invoices and cash receipts, and ensure that the profit / loss on disposal has been correctly calculated. (E, V)

	
	
	
	

	15. Check physical existence of a sample of assets. (E)

	
	
	
	

	16. Check a sample of assets to documents of title. (R & O)

	
	
	
	

	17. Ensure that management have reviewed the useful economic life and residual value for material items of property, plant and equipment at the end of every reporting period. (V)

	
	
	
	

	18. Recalculate a sample of depreciation calculations and assess the reasonableness of the rates used. (V) 

NB: No depreciation should be provided on freehold land or investment properties.

	
	
	
	

	19. Consider whether there is any indication that items of property, plant and equipment are impaired. (V)

	
	
	C14
	

	20. Review register of property, plant and equipment with a member of management to ensure that obsolete and scrapped assets are identified and appropriately treated. (E, V)

	
	
	
	

	21. For assets held under hire purchase contracts and finance leases, ensure that correct disclosure has been made of:
· Net book value as at the period end; and
· Depreciation charge in the period.
Obtain copies of significant contracts / leases for the permanent file. (P)

	
	
	PAF
C11
	

	22. Review finance and operating leases and ensure they have been correctly classified. (P)

	
	
	
	

	23. Review board minutes during the period, and additions of property, plant and equipment after the year end.  For those items where there was a contractual agreement in place at the year end to acquire the asset, ensure that correct disclosure has been made of capital commitments. (P)

	
	
	C15
	

	24. Ensure that where assets are going to be disposed of that they have been treated in accordance with NFRS 5 and they are valued at the lower of carrying value and fair value less costs to sell, ensuring that once a decision has been made to dispose of an asset, that systematic depreciation ceases. (P, V)

	
	
	
	



	Audit tests (continued)

	
	Extent
	Reference
	Initials / Date

	25. Ensure that assets that meet the definition of investment properties are appropriately classified as such (including properties in the course of construction which are intended to be used as investment properties). (V, P)

	
	
	
	

	26. Ensure that all items of property, plant and equipment are held at either:-
· Fair value;
· [bookmark: _GoBack]Deemed cost (effectively a ‘frozen valuation’ which either represents the asset’s fair value at transition to NFRS or the last value prior to transition in accordance with the entity’s previous accounting regime); or
· Historic cost. (V)

	
	
	
	

	27. For assets held at fair value consider the reasonableness of the valuation (Where an external valuer has been used, complete the relevant tests on the N Audit Programme to document consideration of the use of an expert).  Ensure that a copy of the valuation is on the permanent file. (V)

	
	
	C12
N2
PAF
	

	28. Ensure that all investment properties are held at either:-
· Fair Value (excluding those properties where a reliable estimate of Fair Value cannot be obtained); or
· Cost (NB: The Fair Value still needs to be disclosed). (V)

	
	
	
	

	29. Ensure that where the fair value model has been adopted that all investment properties held under operating leases have been capitalised and fair valued. (V)

	
	
	
	

	30. Ensure that the cost of self-constructed investment properties include, if appropriate, attributable borrowing costs.

	
	
	
	

	31. Ensure that gains and losses on revaluation have been correctly accounted for. 

All changes in fair value of investment properties are recognised in profit or loss (and not other comprehensive income) and will be included in the profit and loss reserve.  However, these gains are not realised and hence are generally not available for distribution until the property is disposed of.

Revaluation gains on other items of property, plant and equipment should be included in other comprehensive income and result in a revaluation reserve unless they represent a reversal of a loss previously recognised through profit or loss.

	
	
	
	




	Audit tests (continued)

	
	Extent
	Reference
	Initials / Date

	32. 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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