AUDIT PROGRAM

CLIENT:
____________________________________________________________


        

PERIOD:
____________________________________________________________
   

    

SUBJECT:     
SALES


 

	Est. Hrs.
	Phase/Level
	
	Procedures
	W/P Ref.
	By
	Comments/Explanations



	
	
	AUDIT OBJECTIVES
	
	
	

	
	
	
	
	
	
	

	
	
	To determine whether:
	
	
	

	
	
	
	
	
	
	

	
	
	A.
	Sales and other revenues represent all transactions  (products shipped or services provided) that occurred during the period and have been properly recorded on a consistent basis.
	
	
	

	
	
	B.
	The provisions for bad debts, returns and allowances and discounts have been allocated to the proper period.
	
	
	

	
	
	C.
	Revenues and provisions for bad debts, returns and allowances and discounts are properly described and classified and adequate disclosures with respect to these amounts have been made. 
	
	
	

	
	
	D.
	Business conducted is in accordance with the objects of the Company. 
	
	
	

	
	
	
	
	
	
	

	
	
	SUBSTANTIVE PROCEDURES
	
	
	

	
	
	
	
	
	
	

	
	
	1.  Overall Analytical Review
	
	
	

	
	
	
	
	
	
	

	
	
	1.1
	Using a PBC (e.g., top trials, lead schedule, or company trial balance) compare income and expense account balances with those of the prior year, and with current year budget (if available),  and obtain explanation for any unusual or significant variations. Scope/Sample: Rs.  __________ plus unusual items.
	
	
	

	
	
	1.2
	Have the client prepare a comparative monthly analysis of sales by product line, division or other business segment, including gross sales, returns and allowances and discounts. Verify the clerical accuracy of the analysis and test it as follows:
	
	
	

	
	
	1.3
	Have client update the following carry forward comparative analyses:

· Sales per day.

· % of commissions to sales.

· % of returns and allowances to sales.

· % of discounts to sales.

· % of freight to sales.

· % warranty to sales.

· Gross profit ratio.

Investigate significant fluctuations.
	
	
	

	
	
	1.4
	Compare the revenue generated from operations with a level of activity carried out in the company during the period such as comparing the amount of revenue with the unit shipped.
	
	
	

	
	
	1.5
	Have client perform cost and variance analysis and analyse impact(s) on our audit approach.
	
	
	

	
	
	1.6
	Discuss with appropriate client’s personnel the accounting policies stated and followed with respect to revenue recognition and consider the appropriateness of said policies.
	
	
	

	
	
	1.7
	Discuss with appropriate client’s personnel the existence of significant uncertainties at the time of sales, if any, like recoverability, warranty and other obligations, price protection agreement or revnue limitation.
	
	
	

	
	
	1.8
	Consider the application of computer assisted audit techniques by using the test data from the population.
	
	
	

	
	
	1.9
	Compute the price and volume variances and analyze the same.
	
	
	

	
	
	1.10
	Compare monthly totals for sales and sales deductions with prior period totals. Investigate significant or unusual fluctuations. (Scope/Sample:  __________.)
	
	
	

	
	
	
	
	
	
	

	
	
	2.  Verification
	
	
	

	
	
	
	
	
	
	

	
	
	2.1
	Have the client reconcile totals for gross sales and sales deductions to the general ledger control accounts.
	
	
	

	
	
	2.2
	Trace selected monthly totals for sales and sales deductions to the sales journal or similar record.  Investigate significant differences. (Scope/Sample:   __________.)
	
	
	

	
	
	2.3
	Select a sample of individual sales transactions from the sales journal to determine the propriety of their recognition during the period.  Scope/Sample:

· Transactions over Rs.  __________ to provide  __________ % coverage, and/or

· Representative sample of  __________ transactions.
	
	
	

	
	
	2.4
	If statistical sampling is used, indicate:

· Statistical method  __________

· Compliance level  __________ %

· Tolerable error  __________
	
	
	

	
	
	2.5
	Verify the sales invoices and check that the customer name, product description and quantities and price are mentioned on the invoice and compare it with the description of sales order. 
	
	
	

	
	
	2.6
	Review applicable sales invoices and shipping documents to determine the accuracy and validity of each selected sales transaction and sales tax charged thereof, if applicable. 
	
	
	

	
	
	2.7
	Indicate the likely error. If a representative sample was selected, likely error is based on a projection of the sample results. 
	
	
	

	
	
	2.8
	Document the criteria for selection of sales invoices for verification purposes and ensure that sample is representative both for volume and amount of transaction. 
	
	
	

	
	
	2.9
	Scan the sales journal to check whether there is any duplication of sales invoice numbers or gap in the sequence of invoice numbers to identify invoices cancelled, if any.
	
	
	

	
	
	2.10
	Review significant sales returns and credit memos issued during the period as well as subsequent to the balance sheet date to determine whether they were properly authorized and recorded in the proper period.
	
	
	

	
	
	
	
	
	

	
	
	3.  Cut-off
	
	
	

	
	
	
	
	
	
	

	
	
	3.1
	Judgmentally select _____ shipping transactions each before and after the physical inventory date to test the client's inventory cutoff procedures and controls to be tested on Firm’s Standard Form. The items selected should be selected from the transactions __________ days before and after the physical inventory date.
	
	
	

	
	
	3.2
	Using PBC or cutoff documents, trace cutoff data recorded before and after the physical inventory date into the accounting records to determine if proper cutoff was obtained.  (Scope/Sample: __________.)
	
	
	

	
	
	3.3
	Scan the sales register and the purchases / receipts journal for periods before and after the physical inventory date for unusual items. (Scope/Sample: __________ .)
	
	
	

	
	
	3.4
	Consider responses to accounts receivable confirmations that might indicate potential inventory cutoff problems.
	
	
	

	
	
	3.5
	Correlate the sales record with the inventory records for _____ days before and after the balance sheet date.
	
	
	

	
	
	3.6
	Review sales returns subsequent to the year-end to ensure that it does not exceed the industry norms and client’s past practice. (Scope/Sample _______)
	
	
	

	
	
	3.7
	Conclude as to the propriety of the cutoff achieved.
	
	
	

	
	
	3.8
	Ensure compliance of the revenue recognition policy of the Company and conclude thereon.
	
	
	

	
	
	
	
	
	
	


	
	
	4.  Foreign Currency Transactions
	
	
	

	
	
	
	
	
	
	

	
	
	
	Ensure that all sales in foreign currencies are translated using exchange rate prevailing at the date of sale (a rate that approximates the actual rate for example, weekly / monthly average is also acceptable).
	
	
	

	
	
	
	
	
	

	
	
	5.  Circularization
	
	
	

	
	
	
	
	
	
	

	
	
	5.1
	If considered necessary, have the client prepare confirmation requests to confirm the contractual terms of the sales and sales accounts during the period. Select significant revenue transactions during the period for confirmation.
	
	
	

	
	
	5.2
	Prepare a summary of the circularization results and conclude on the results of circularization.
	
	
	

	
	
	
	
	
	
	

	
	
	6.  Predictive Tests
	
	
	

	
	
	
	
	
	
	

	
	
	
	Perform analytical test on Firm’s Standard Form  to predict the amount of sales and cross-refer the quantity with the quantitative reconciliation of the inventory of that particular product.
	
	
	

	
	
	
	
	
	
	

	
	
	7.  Related Parties
	
	
	

	
	
	
	
	
	
	

	
	
	7.1
	Have the client prepare a detailed listing of related party sales during the period including inter company sales.
	
	
	

	
	
	7.2
	Obtain an understanding of the nature of each transaction and its business purpose.
	
	
	

	
	
	7.3
	Determine and measure the economic substance of each transaction
	
	
	

	
	
	7.4
	Ensure the completeness of such transactions and check that these are being made on an arm’s length principle.
	
	
	

	
	
	7.5
	Ensure that with respect to the transactions with related parties all the requirements of SRO 66 dated January 22, 2003 issued by SECP have been complied.
	
	
	

	
	
	
	
	
	
	


	
	
	8.  Discounts and Returns
	
	
	

	
	
	
	
	
	
	

	
	
	8.1
	Calculate the percentage of the allowances for sales discounts, returns and allowances to total receivables. Compare with similar percentages for prior periods and with industry statistics. Investigate significant fluctuations or trends.
	
	
	

	
	
	8.2
	Calculate the percentage of customer discounts, returns and allowances for the current period to gross sales. Compare with similar percentages for prior periods and with industry statistics. Investigate significant fluctuations or trends.
	
	
	

	
	
	8.3
	Relate the percentages calculated in the previous steps and investigate significant differences between them.
	
	
	

	
	
	
	
	
	
	

	
	
	9.  Other Revenue
	
	
	

	
	
	
	
	
	
	

	
	
	
	For each significant other revenue account, have the client prepare an analysis of the cumulative balance. Verify the clerical accuracy of the analysis and examine critical forms and documents to support the balances.
	
	
	

	
	
	
	
	
	
	

	
	
	10.  Exchange of Dissimilar Goods or Services
	
	
	

	
	
	
	
	
	
	

	
	
	10.1
	Barter agreement, if any, should be scrutinized.
	
	
	

	
	
	10.2
	If material, the reasonableness of the procedure applied to determine the fair value of consideration received should also be assessed.
	
	
	

	
	
	10.3
	Proper charging of sales tax on the fair value of the supply should also be ensured and such revenue should be separately disclosed.
	
	
	

	
	
	
	
	
	
	

	
	
	11.  Sales Tax Verification
	
	
	

	
	
	
	
	
	
	

	
	
	11.1
	Perform predictive test on sales tax expenses during the year and rationalize any difference.
	
	
	

	
	
	11.2
	Match accounting records with sales tax records/ return (including input/output tax) and obtain reconciliation for any difference.
	
	
	

	
	
	11.3
	Fill Sales Tax Law Compliance Checklist.
	
	
	

	
	
	
	
	
	
	

	
	
	12.  Unearned Revenues
	
	
	

	
	
	
	
	
	
	

	
	
	12.1
	Identify any business terms in sales / service agents giving rise to unearned revenue, particularly in case of service revenue.
	
	
	

	
	
	12.2
	Determine timing of transfer of title to the customers in order to ensure “legal” sales.
	
	
	

	
	
	12.3
	Check computation / workings of unearned revenues and ensure appropriate classifications.
	
	
	

	
	
	
	
	
	

	
	
	13.  Objects of the Company
	
	
	

	
	
	
	
	
	
	

	
	
	
	Ensure that the business conducted by the Company has been in accordance with the objects of the Company, as defined in the object clause of the Memorandum of Association.
	
	
	

	
	
	
	
	
	
	

	
	
	Other tests as deemed necessary
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	Management Letter
	
	
	

	
	
	
	
	
	
	

	
	
	
	Prepare management letter points including:

· Internal control weaknesses;

· Business improvement opportunities;

· Legal non-compliance;

· Accounting system deficiencies; and

· Errors and irregularities not material at the financial statements level.
	
	
	

	
	
	
	
	
	
	

	
	
	Disclosure
	
	
	

	
	
	
	
	
	
	

	
	
	
	Ensure appropriate disclosure have been made in accordance with the reporting framework and fill relevant portion of Financial Statement Disclosure Checklist (FSDCL).
	
	
	

	
	
	
	
	
	
	

	
	
	Supervision, review and conclusion
	
	
	

	
	
	
	
	
	
	

	
	
	1.
	Perform Senior review and supervision.
	
	
	

	
	
	2.
	Resolve Senior review points.
	
	
	

	
	
	3.
	Resolve Partner and Manager review points.
	
	
	

	
	
	4.
	Conclude response to the audit objectives.
	
	
	


Audit conclusion

Based on the substantive test procedures, I/we performed as outlined above, it is my/our opinion that the audit objectives set forth at the beginning of this audit program have been achieved, except as follows:

___________________________________________________________________________________________________________

___________________________________________________________________________________________________________

___________________________________________________________________________________________________________





______________

___________

________

_______

Date:____________

     Signature

Job Incharge

Manager

Partner
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