Appendix 3.3
Aa3a
	
Client: 
	
[bookmark: clientname]
	

	
Period:
	
[bookmark: periodend]
	

	
SUBSEQUENT EVENTS REVIEW



Objective:

[bookmark: _GoBack]To determine whether any material adjustment or disclosure is required to the financial statements as a result of events occurring between the end of the accounting period and the date of signing the audit report and to ensure the requirements of NSA 560 regarding subsequent events are met.

	NB: An adjusting event is an event that provides evidence of a condition that existed at the reporting date.  A non-adjusting event is an event that arose solely after the reporting date, however, its disclosure is necessary to give a true and fair view.




	Review of Clients Records

	Working Paper Reference or Comment


	1. Determine the nature and extent of accounting records the client has prepared since the period end which can be reviewed by the auditor.  These may include:
a. Subsequent interim financial statements;
b. Management accounts;
c. Budgets (to aid review of management accounts for unusual or unexpected items);
d. Nominal ledger, including material journals;
e. Sales and purchase records or invoices (including credit notes);
f. Payroll records;
g. Cashbooks.

NB: It is not expected that all records highlighted above will be reviewed – the most appropriate records based on the client’s circumstances should be reviewed.

Document a review of these records.  In particular highlight the date these records have been prepared to and whether this is sufficiently close to the date of the audit report, or whether this work will need to be subsequently revisited.

	




	Review of Clients Records (continued)

	Working Paper Reference or Comment


	2. Review minutes of directors’ / shareholders’ meetings and other committees for the period since the reporting date and document any key items which may require disclosure or adjustment in the financial statements.
	

	3. Review all entries in ‘sensitive’ nominal ledger accounts, including legal and professional accounts for significant or unusual items and seek appropriate explanations.

	



	Discussion with Client
	Working Paper Reference or Comment


	1. Document the person(s) with whom subsequent events were discussed and the date of this discussion.  
NB: Whether there is no overlap between those persons charged with governance and the entity’s management then it will normally be necessary to have discussion with a representative from both bodies.

	

	Ensure the discussion covers the following areas (where relevant):


	a. The procedures that management have established (if any) to ensure that subsequent events are identified and what issues (if any) management have identified;
	

	b. Where management or other meetings have been held, but no minutes are available, enquire about what matters have been discussed;
	

	c. Developments regarding any legal claims (for or against the entity); 
	

	d. Whether significant changes have been made or are proposed which may require disclosure as a non-adjusting event; 
NB: This might include, change in the ultimate controlling party, significant sales or purchases of assets or investments, natural disasters, major litigation or substantial changes in asset prices or foreign exchange rates. 
	

	e. Whether there have been any developments regarding risk areas and contingencies;
	




	Discussion with Client
	Working Paper Reference or Comment


	f. Any evidence of fraud and error being discovered;
	

	g. Significant items identified through the auditors’ review of the client’s records.
	



Finalisation of the Audit File

This section should also detail any other work done on subsequent events not covered by the questions below.
	
	
	Initial & Date
	WP Ref / Comment

	1. Review the notes of the preplanning meeting with the client, the audit planning memorandum and briefing notes to ensure that any subsequent events noted have been adequately addressed.

	
	
	Ac8
Ac14
Ac18

	2. Consider whether physical verification work or other audit procedures have indicated that any property, plant and equipment have been destroyed or that operating capabilities have significantly changed since the period end.

	
	
	C/E

	3. Revisit any work conducted on the valuation of intangible fixed assets, property, plant and equipment or investments (including properties).  Consider whether any valuations or reports have been received by the client which shows significant variations from the period end values.

	
	
	B/C/D/G

	4. Consider whether there have been sales of stock since the period-end that would affect ‘net realisable value’.

	
	
	E

	5. Consider whether any further information has been received that would impact on the recognition of revenue / profit on sales contracts.

	
	
	E/F/O

	6. Consider the implications if any major debtors have become insolvent or if negotiations have been entered into that affect recoverability of debts or if the period-end debts still outstanding are above the performance materiality level.

	
	
	F




	Finalisation of the Audit File

	
	Initial & Date
	WP Ref / Comment

	7. Consider whether any information has been received in respect of subsidiaries, joint ventures, jointly controlled operations, jointly controlled assets or associates that may impact on the way in which these investments have been treated or the figures included in the financial statements.

	
	
	D

	8. Enquire into, or extend previous oral or written enquiries of the entity’s legal advisors concerning litigation, claims or disputes.

	
	
	N

	9. Review our practices’ correspondence and tax files / folders for the period after the reporting date for unusual items.

	
	
	

	10. Consider whether disclosure is required of any changes in the tax rates or tax laws enacted or announced since the year end that have significantly affected on either the current or deferred tax liabilities;

	
	
	

	11. Consider if any of the final journal adjustments require additional disclosure in the financial statements.

	
	
	U3

	12. Consider whether any events which have occurred, or are likely to occur bring into question the appropriateness of accounting policies used in the financial statements, including the going concern basis of preparation. 

	
	
	Aa3b

	13. If there have been any adjusting subsequent events, ensure the materiality and performance materiality calculations are revisited and revised (if necessary), and then reconsider unadjusted audit errors to ensure that the financial statements remain free from material error.

	
	
	Ac13
Aa11

	14. Ensure that an appropriate paragraph is included in the letter of representation.

	
	
	Aa4




Initial Conclusion:

* Delete as applicable 

Having completed the above procedures:

There were no significant events. *

Subsequent events identified above have* / have not* been adequately reflected in the financial statements.

Significant events highlighted by this review, including any disagreements with the client have been brought to the A.E.P.'s attention and are noted on schedule ___________ *


	Prepared by:
	
	Date:
	

	
	
	
	

	Reviewed by:
	
	Date:
	



Final Conclusion:	

If there is a significant delay* between the initial subsequent event review and the signing of the audit report:

· then a detailed subsequent event review will need to be reperformed to this date;
· consideration should be given to the reason for the delay, as this may be indicative of potential going concern problems; and
· if there is no justifiable reason for the delay, revisit and update the going concern review.

* - “Significant delay” is not defined, but a delay in excess of three months is likely to mean that the subsequent events review will need to be reperformed.

The initial review was conducted sufficiently close to the proposed date of the audit report not to require the work to be revised.*

The initial review has been updated to _____________ (insert date). The work performed is outlined below:*

	



Having reviewed the above procedures:

I am satisfied that no further significant events have occurred between the initial review as documented by the conclusion above and _____________ (date of the final review) *

Significant events that have occurred are explained above, have been communicated to the A.E.P., and adequately accounted for / disclosed in the financial statements. *


	Prepared by:
	
	Date:
	

	
	
	
	

	Reviewed by:
	
	Date:
	



N.B. If a matter is discovered after the financial statements are approved which may have changed the opinion given, consider the following (NSA 560.10):
· Discuss the issue with management;
· Revising the financial statements;
· Taking appropriate action.
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