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INTANGIBLE NON-CURRENT ASSETS AND GOODWILL

	Audit tests

	
	Extent

	Reference

	Initials / Date

	1. Obtain a lead schedule of intangible non-current assets and goodwill, showing the movement for each class of asset during the period. (P)

	
	
	B1
	

	2. Agree totals shown on the lead schedule to the trial balance. (E)

	
	
	B1
	

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

	
	
	B1
	

	4. Review intangible non-current assets and goodwill for reasonableness and consistency. (C & E)

	
	
	B1
	

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

	
	
	Ac11,
Ac13,
Ac14
	

	6. 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
	

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

	
	
	Annual file divider
	

	8. Ensure that intangible assets acquired in a business combination are recognised separately from goodwill where they are identifiable and their fair value is reliably measurable. (V, P)

	
	
	
	

	9. Vouch a sample of additions to supporting documentation and ensure the expenditure has been appropriately capitalised. (E, R & O)

	
	
	
	

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

	
	
	
	




	Audit tests (continued)

	
	Extent

	Reference

	Initials / Date

	11. For a sample of intangible non-current assets obtain evidence that these assets still exist by agreeing to contract, patent or other supporting documentation. Ensure that they are still generating cash flows or cash savings.  (E)

	
	
	
	

	12. Ensure that goodwill is not internally generated. Also, with the exception of development expenditure that meets the recognition criteria, ensure that internally generated intangible non-current assets have not been capitalised. (E)

	
	
	
	

	13. Where development expenditure, when it is deemed to be probable that it will lead to an economic return, has been capitalised (research expenditure must always be expensed unless purchased or acquired as part of a business combination) agree capitalised expenditure costs (including finance costs where the option to capitalise these costs has also been taken) to backing documentation.  Produce a working paper to justify why the recognition criteria for capitalisation has been met. (V)
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	14. Recalculate the amortisation and assess the reasonableness of rates used.  Ensure that for intangibles other than goodwill, ensure that the useful economic lives, residual values and amortisation methods adopted are reviewed by the directors annually. (V)

	
	
	
	

	15. Consider whether there is any indication that intangible non-current assets or goodwill are impaired. (E, V)
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	16. Ensure that any impairment loss previously recognised against goodwill is not reversed in a subsequent period. (V)

	
	
	
	

	17. Ensure that intangible non-current assets are not revalued. (V)

	
	
	
	

	18. Ensure negative goodwill has been expensed through profit or loss when it arises. (P)

	
	
	
	

	19. Review board minutes during the period, and intangible non-current asset additions 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)
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	20. Where the entity has recognised research and development costs as an expense, ensure the total value of these costs been quantified and disclosed. (P)


	
	
	
	

	Audit tests (continued)

	
	Extent

	Reference

	Initials / Date

	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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