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	Prepared by:

	Date:


	
Period:
	
[bookmark: periodend]
	
	A.E.P. review at completion:

	Date:




INVENTORY APPENDIX 3 – ALTERNATIVE PROCEDURES

Alternative procedures will be required if no inventory count has taken place at the period-end.  If an inventory count has taken place but was not attended, the file should indicate why, and assess the possible impact on the audit report.

Note that NSA 501 states that the auditor shall attend the inventory count if inventory is material.

	Existence

	
	
Extent
	
Ref.
	
Completed by

	1. Check client maintains adequate inventory records that are kept up to date.

	
	
	
	

	2. Check inventory records are supported by purchase invoices, production records and labour analysis for transfers in and sales invoices / goods outward notes for transfers out.

	
	
	
	

	3. Review sequence of pre-numbered dispatch and receipts documents.

	
	
	
	

	4. Consider reviewing physical inventories at a post period-end date and reconciling back.

	
	
	
	

	5. Check whether inventories are counted once a year, and consider attending interim inventory count.  Review records of the inventory count to see if necessary adjustments have been put through.

	
	
	
	

	6. Verify reconciling and adjusting entries between physical and book inventories at the inventory count date.

	
	
	
	

	7. Check book inventories have been updated for purchases and sales prior to the period end, and omit subsequent movements.

	
	
	
	

	8. List and perform any additional tests considered necessary.
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