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Disdamer

SMET is designed to assist practitioners in the impteai®n of the Sri Lanka Auditing
Standards (SLAuUS) on the audit of small- and mediundsizgities, but is not intended to be a
substitute for the SLAuSs themselves. Furthermore, aigyaer should utilize SMET in light of
his/her professional judgment and the facts and circuoesanvolved in each particular audit.
CA Sri Lanka disclaims any responsibility or liabilityat may occur, directly or indirectly, as a
consequence of the use and application of this SMET.




Preface

The Primary objective of the Small- and Medium-Sizeditlf Audit Templates (SMET) is to support
SMPs to document of audit work that provide;

A sufficient and appropriate record of the basis forainitor’s report; and
Evidence that the audit was planned and performed in @dmooe with Sri Lanka Auditing
Standards and applicable legal and regulatory requirements.

SMET are derived using the “CA Sri Lanka Audit Manual” amgplying the“Three step Risk based

audit processreferred to this Audit Manual (Refer CA Sri Lanka Aullitnual — Volume 1, page 29).
The templates have been organized is in complianceSaithanka Auditing Standards.

Applicability and Criteria for use

An accounting practice/firm that has following charastes is considered a SMP.

Its clients are mostly small and medium sized estt&MES).
External sources are used to supplement limited in-houseitatresources.
It employs a limited number of professional staff.

The SMET is recommended for use on audit engagements awhef the following criteria are met.

1) There is a concentration of ownership and managemensimall number of individuals.
2) The entity has few sources of income.

3) The entity has non-complex record-keeping.

4) The nature of the entity’s business has not, and isxpeicéed to, change significantly.

5) The entity is non-regulated, non listed Company (NotlaCP and a Specific Business Entity
(SBE) which complies with Sri Lanka Accounting StandamdSMEs.




Three Step “Risk Based” Audit Process
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(Reference: CA Sri Lanka Audit Manual - Volume 1, Page 29)
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Acronyms used

SMP — Small and Medium Practitioners

SME — Small and Medium-sized Entities

SMET - Small and Medium-sized Entity Audit Templates

CA Sri Lanka — The Institute of Chartered Accountants of Sri Lanka
OM — Overall Materiality

PM — Performance Materiality

SBPs- Significant Business Processes

RMM - Risk of material misstatement

TCWG - Those Charged with Governance
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SMET- Eligibility Criteria

Company Name:

Reporting Period:

If the answer is “No” to one or more of these criteriaSMET is not recommended to be used for the engagenteRefer
to the additional information provided for each criteriorasgsist in your evaluation.

V=S (\[o]

1) There is a concentration of ownership and managemengnmall number of individuals.
A small business ordinarily has only a few owners; often jusigiesproprietor. SMET
may be applied to subsidiaries or branches of multinational entititbsle approval of
the Primary Team.

2) The entity has few sources of income.

A small business typically has a limited range of products orcenand operates from a
single or limited number of locations. Small businesses typically tdearwe a high volume
of transactions.

3) The entity has non-complex record-keeping.

A small business typically has non-complex systems, with amdyca few individuals
responsible for processing transactions. These entities oftenhre@@ed accounting
software package running on a single desktop computer or small loeahateork.
SMET assumes a simple (i.e. non-complex) IT environmdhSMP believe the IT
environment may be more complex, SMP should not respond toitdigarunless they
have first assessed complexity by answering the questions ibtiderstand the IT
Environment” in SMET 3 — Overall Audit Strategy Template.

4) The nature of the entity’s business has not, and isxp#cted to, change significantly.

A small business often operates in a relatively stable businessmment (e.g., a small
manufacturing entity with an established market niche that isceeghéo be maintained for
the foreseeable future). An entity may operate in a dynamic igdas., technology) but
the nature of its business is not expected to change significatttty,than occasional
refinements of its business plan or strategies as diogato current market forces. In this
case, the engagement would satisfy this criterion providedhbaither criteria are met
and minimal effort is needed to understand the business and idestgfytial business or
financial statement risks.

5) The entity is non-regulated, non listed Company (N&®L&C”) and a Specific Business
Entity (SBE) which complies with Sri Lanka Accountingrgtard for SMEs.

Approval for use of the SMET
| have reviewed the responses to the criteria, and @ppine use of the SMET on this engagement.

Approved by

Engagement Partner:

Date:
Note: Sign-off by the individuals preparing (or updating) and rewing the information contained within the SMET
indicate that all information being carried forward has been réatlenged, particularly for changes in risk assessments
and resulting audit program procedures.
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SMET 1: Audit Client and Engagement
Acceptance/Continuance Forr

Process to accept/continue with an audit engagement

Does firm have Is the firm
resources, time, independent and
& competence? free from conflict?

Are risks involved Accept or
acceptable? Continue?

Document procedures performed and how threats and issues were resolved

Are the audit Agree on Prepare/sign

Any scope
precond i:ions li n-:t at;:::ﬁ'ns? terms of engagement
present? engagement letter

(Reference: CA Sri Lanka Audit Manual - Volume 2, Page 25)
This form should be completed at the following stages;

When accepting a new client — At proposal stage

When continuing an existing client to the next year théncurrent year after sending the audit
report.

1. Client Information

1.1 Registered Name:

1.2 Address:

1.3 Company Registration No:

1.4 Legal form of the business
Private Limited Liability Company registered Partnershi
under Company’s Act No.7 of 2007

Limited Liability Company (other than Listed) Other (Describe
registered under Company’s Act No.7 of 2007

1.5 Client Contacts/Key Client Personnel
Contact Nam Positior Telephone Numb
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1.6  Ownership Lists
Major

' irector
Officer | Direc Shareholder Percentage

Other information

ownership
Yes/No | Yes/No Yes/No

1.6.1 Is there any public information available against the gamy and Directors?

[ ]Yes [ ] No

If yes, Please provide details

1.7 Organization Structure and Brief Description of the Businge.g. industry, products or
services, major customers, major suppliers):

1.8 Isthe business currently in the start-up phase (agest within the past 5 years)?

[ ]Yes [ ] No

If yes, indicate the year:

1.9  Financial Information (for the last three years)

1.9.1 Is financial statement information available for altlod last three years?

[ ]Yes []No

If no, explain why.
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1.10 Other Information (e.g. information with regard to thient that may assist in our client and
engagement acceptance continuance)

2. Engagement Information

2.1 Financial periods covered by the statutory audit:

2.2 Scoping of the Audit Engagement

Inquiry Assessment Comme

What is the nature and scope of the a

What accounting framework will be use

What is the deadline (if any) for completing the
audit?

2.2.1 Does the parent company of the client, or any companyase consolidated financial
statements the client is included, have publicly traded alebquity securities?

[ ]Yes []No

If yes, specify the full names of the companies: (Al#ach Organizational Chart” as
an appendix to this SMET)
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2.2.2 Has management or those charged with governance imposé&gparof limitation on
the scope of the audifPhis could include unrealistic deadlines, not accepting certain firm's
staff to perform the work, and denial of access to a faciy,dersonnel, or relevant
documents. If such a limitation would result in a disclaimer of opirthe firm should decline
the engagement, unless the firm is required by law or regulatioroteeed with the
engagement)

[ ] Yes [INo
If yes, specify:

2.3 Are there any industry-specific accounting practices imcjmles that need to be considered?

[ ] Yes []No
If yes, briefly describe.

2.4  Key Client Service Team
Engagement Partner

Engagement Manager

Engagement Quality Review Partner (If
required)

3. Evaluation of Independence and Conflicts of interest

3.1 Isthe client already a client of the firm?

[ ] Yes []No

If yes identify the types of services provided at present?
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3.2 Review of independence in compliance with Company’sMx of 2007 — Sec. 157. (3) (4) at
present or within last two years

3.2.1
Has any Partner/Partners of the firm held any of dflewing positions in | Yes \[o]

the Company?

a)| A Director or Employee of the Company

b)| A person who is a partner or in the employment of r@ctior or
employee of the company

c)| A liquidator or an administrator or a person who is@nreer in respect
of the property of the company

d)| Is not a Director or employee, a Partner or in thgleyment of a
Director or employee, a liquidator or an administraina person wha
IS a receiver in respect of the property

(Please note that a “Yes” answer to the above may result in timerfat being able to accept the audit
engagement)

3.2.2 If the answer to of above is “Yes”, Please stagepériod of relationship

Nature ¢ the relationshi Perioc

Eg. Director or Employe

3.3  Will the above relationship preclude the firm from gutagg the audit?

[ ] Yes []No

If No, identify the reason for the conclusion




4.1

4.2

4.3

5.1
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Predecessor Auditor

Is there an external predecessor auditor?

[ ]Yes []No

If yes, answer questions 4.2 and 4.3

Firm name and office :

Have we written to the predecessor auditor requesting for @adrance?

[ 1Yes [ ]No

Date request se|

4.3.1 Have we received clearance from the predecessor atmliégcept the assignment?

[ lYes []No
(Obtaining clearance from the predecessor auditor is a requirement &idfAnka. A member
is in violation of the CA Sri Lanka Code if this process is ntuvield)

Date reques

sent:

4.3.2 Is there any reason given by the predecessor auditoprdnatnts us from accepting the
assignment?

[ ]Yes []No

4.3.3 Why the client has decided to change the auditor?

4.4.4 Based on the above conclude on the reason fgutaggdeclining the engagement

Audit Opinion

Type of opinion issued last year?
[] Unqualified [ ] Adverse

[ ] Qualified [] Disclaimer
If Qualified, Adverse or Disclaimer to Question 5.1, the engagemeyresumptively greater than low

risk.



5.2

5.3

6.1

6.2
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Did the prior year audit opinion include a going concern fieadion?

[ JYes [ ]No

If you answered Yes to Question 5.2, the engagement is presungrgeaddy than low risk.

Was the prior year auditor's opinion modified in any otiaay?

[ ]Yes [ ]No

If yes, describe the modification:

If you answered Yes to Question 5.3, the engagement is presungrgeaddy than low risk.

Other Significant Considerations

Will the engagement require specialized (e.g., indugtegiic) knowledge and experience not
now available in practice?

[1Yes []No
If yes, describe the plan to obtain necessary esgpefitom other offices and/or to develop it
within the office. Explain or attach a memorandum.

Are there any other factors that should be consideredaluating the prospective client?

[ JYes [ ]No

If yes, explain or attach a memorandum.

Preparer's Sign Off

| have completed the audit client and engagement accefitantinuance from for this client
and to the best of my knowledge all of the informatsaccurate.

Based on my assessment, the overall risk designatidiow/Moderate/High)
Based on my assessment we should/should not accefiietiidengagement

Comments on risk designation and overall conclusion:

Preparer's Title:
Preparer's Signature:

Date:



8.1

8.2
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Conclusions on Client and Engagement Acceptance/Continuance

Anticipated Engagement Service Partner

| have considered the integrity of management, the (isksetary and reputation) to the firm,
the ability of the firm to provide quality services, ahe professional, business and economic
factors regarding this engagement and recommend thatrthesliould accept/continue this
client and engagement?

[ ]Yes [ ]No

If No state below the rational for not acception/camibns client/engagement

Engagement Service Partner Signature:

Date:

Declaration- Other Partners

| am satisfied that this recommendation is in compkamvith the firm's policy on client
acceptance/ continuance and | concur with the acceptant@uance of this prospective client
and the risk rating assigned.

[ ]Yes []No

If No, give reasons below

Signature of Partner: Date
[Name of the Partner 1]

Signature of Partn 2: Date
[Name of the Partner 2]

Signature of Partne3: Date
[Name of the Partner 3]

Signature of Partne4: Date
[Name of the Partner 4]
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SMET 2: Audit Engagement Letter Template

[Firm’s letterhead]

[Date]

[Key client personnel and business address]
Dear Mr/Mrs

[Name of the Client]: Audit Engagement Letter

You have requested that we audit the financial stateméribdame of the client] which comprise
the statement of financial position as[ytar end], and the statement of comprehensive income,
statement of changes in equity and statement of dastidr the year then ended, and a summary of
significant accounting policies and other explanatorgrmftion. We are pleased to confirm qur

acceptance and our understanding of this audit engagemereans of this letter. Our audit will be
conducted with the objective of our expressing an opinioth@rfinancial statements.

Our Responsibilities and Limitations

The objective of our audit is to express an opinion dwether the Company financial statements
give a true and fair view of (or present fairly, ih @iaterial respects), the financial position, results
of operations and cash flows fdame of the Client] in accordance withgri Lanka Accounting
Standards or Sri Lanka Accounting Standard for Small-and Medum-sized Entities] (Use as
appropriate).

We will conduct our audit in accordance with Sri Lanka AunditStandards (SLAuS) and CA Sri
Lankas Code of Ethics for Professional Accountants (Codsued by the Institute of Chartered
Accountants of Sri Lanka. Those standards require tleatamply with ethical requirements and
plan and perform the audit to obtain reasonable assuadioeg whether the financial statements are
free from material misstatement. An audit involves gening procedures to obtain audit evidence

about the amounts and disclosures in the financial stattsmrhe procedures selected depend on the
auditor's judgment, including the assessment of the agksaterial misstatement of the financial
statements, whether due to fraud or error. An audit ialdades evaluating the appropriateness of
accounting policies used and the reasonableness of acapestimates made by management, as
well as evaluating the overall presentation of tharfaal statements.

Because of the inherent limitations of an audit, togetiéh the inherent limitations of internal
control, there is an unavoidable risk that some naltenisstatements may not be detected, even
though the audit is properly planned and performed in accozdaiic SLAUS.

In making our risk assessments, we consider inteordlral relevant to the entity’s preparation of
the financial statements in order to design audit procedbed are appropriate in the circumstancges,
but not for the purpose of expressing an opinion on tleet@feéness of the entity’s internal control.
However, we will communicate to you in writing any sigrant deficiencies in internal control
relevant to the audit of the financial statementswehave identified during the audit.




CA Sri Lanka Audit Manual, Volume 3 - SMET

Management’s Responsibility

Our audit will be conducted on the basis that managemshttl@ose charged with governance
acknowledge and understand that they have responsibility:

(a) For the preparation and fair presentation of the fidrstatements in accordance with Sri
Lanka Accounting Standards and the requirements of thep@ues Act No.7 of 2007.

(b) For such internal control as management determin@scisssary to enable the preparation of
financial statements that are free from materialstatement, whether due to fraud or error;
and

(c) To provide us with:

I.  Access to all information of which you are aware thaklevant to the preparation |of
the financial statements such as records, documentatébother matters;

il.  Additional information that we may request from youtlee purpose of the audit; and

iii.  Unrestricted access to persons within the company fndrom we determine i
necessary to obtain audit evidence.

The directors are responsible for safeguarding the conmpaasgets and for the prevention and
detection of fraud, error and non-compliance with regmjatequirements.

Our audit procedures are designed to provide reasonable asdiaribere are no undetected errors
or irregularities, including fraud and other illegal actaterial to the financial report. There is an
unavoidable risk that audits planned and executed in accoreaticeSLAUS may not detect a
material error or irregularity, particularly where thehas been concealment through collusion,
forgery and other illegal acts. As audit testing is Base samples it may not result in errors and
irregularities being detected. Our audit can only provide redse, not absolute, assurance that|the
financial report is free of material misstatement.

As part of our audit process, we will request from managenand, where appropriate, those
charged with governance written confirmation concerning reptadons made to us in connection
with the audit.

We look forward to full cooperation from your staff duringr @audit.

Documents accompanying the audited financial report

Sri Lanka Auditing Standards (SLAuS) require that we reayl annual report and any other
documents that contain our audit opinion. The purpose®ptbicedure is to consider whether other
information in this document, including the manner opitssentation, is materially inconsistent with
information appearing in the audited financial report. \A&sume no obligation to perform
procedures to corroborate such other information as pattrafudit

Quality Control

The conduct of our audit in accordance with Sri Lanka AngliStandards means that information
acquired by us in the course of our audit is subject i swnfidentiality requirements. Information
will not be disclosed by us to other parties exceptgsired or allowed for by law or professional
standards, or with your express consent. Our auditri®g however, be subject to review as part
of the quality control review program of CA Sri Lanka/SA®MB which monitors compliance wit

professional standards by its members.
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We advise you that by signing this letter you acknowledge ifhaguested, our audit files relating
to the audit will be made available under the review @wgr outlined above. The same strict
confidentiality requirements apply under these progranapply to us as your auditor.

Internet communication

During the engagement, we may from time to time comnat@iwith the company electronically.
We will take all necessary procedures to ensure integfitguch information shared with us.
However, the electronic transmission of informati@amnot be guaranteed to be secure, error free or
virus free and such information could be intercepted, ctedjplost, destroyed, arrive late or
incomplete or otherwise be adversely affected or urfeafase. We shall not have any liability of
whatsoever nature to the company arising from or in adiore with electronic transfer of
communication and information to the company.

Fees
Our fees, which will be billed as work progresses, asedan the time required by the individuals

assigned to the engagement plus out-of-pocket expensesdiaitourly rates vary according to
the degree of responsibility involved and the experiendeskitl required.
This letter will be effective for future periods unlesisiterminated, amended, or superseded.

Please sign and return the attached copy of this leiterdicate your acknowledgement of, and
agreement with, the arrangements for our audit ofitian€ial statements.

Yours truly,

[Name of the Engagement Partner]
[Name of the firm]

Acknowledgement on behalf of [Name of the Client] by

[Name of the key Client personnel, Designation and [Date
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Note:

1)

2)

3)

Two copies of this letter should be signed. One copyetoetained by the client and the other
copy by the auditor.

The auditor is required to evaluate annually whetheretlaee significant changes that would

require the letter to be re-issued. This letter shoelflleéd in the permanent file and retained till

superseded.

This is a standard letter for an audit engagement whohigtbe customized by the engagement
team as appropriate if required. This letter should be custal on the scope of the engagement
accepted by the firm.
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SMET 3: Overall Audit Strategy Template

~ -

Audit Planning

R nesponse

Overall Audit Strategy
Engagement characteristics
Reporting objectives
Significant factors and experience (materiality, risk factors, etc.)
Mature, timing, and extent of resources necessary

Continually update and change audit plans as required

Detailed Audit Plan
Mature, timing, and extent of planned procedures
Risk assessment procedures
Further audit procedures

Communications with management &
those charged with governance

(Reference: CA Sri Lanka Audit Manual- Volume 2, Page 43)

Company Name:

Reporting Period:

Audit Scope

Describe scope of
services

Statutory audit | Reporting to paren Management Other
report company letter (specify):

Reporting requirement

Significant reporting

D SLFRSs — SLFRS/LKAS D SLFRSs — SLFRS/LKAS

] SLFRS for SMEs [] SLFRS for SMEs

Reporting framework
|:| Group Reporting Policy

Client and Engagement Risk designation as [] Low Reasons for Risk ratings .

Acceptance/Continuance (] Moderate
[ 1 High

Engagement Letter Date: ..o,

[ ] Engagement letter signed by client
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Brief Description of the Client’'s Business (Includirg significant changes during the reporting
period)

Provide a brief description of the client’s business, including itscgal activities, main products and
services, the industry in which it operates, and the key marke¢sfaand environmental factors
affecting the entity

Overall analysis of financial and non-financial information

Based on the analysis done in SMET- 4 Analysis of financial and non-financrahation identifies significant
variations or unexpected relationships.

Determine the Complexity of the IT Environment

“No” responses to the following questions generally indicate a low lefr@omplexity. Any “Yes” responses
may be indicative of a more complex environment, which generallyegilire more extensive documentation.
The engagement team should discuss any concerns about the complexityToeth@onment with an IT
professional.

Yes No
Has the client modified its purchased (“off-the-sheétcounting software or
has it internally developed any of its important sofevapplications?
Does the purchased software allow employees to makied@they have the

technical skills to make) changes to the programs?

Does the client use more than one computing platfonandoess accounting
and/or business information?

Does any member of management devote significant timetawver full-time
responsibility for the IT environment?

Is electronic commerce a significant part of thentleebusiness (e.g., extensive
use of the Internet for initiating or processing tratieas, or extensive use of
telecommunications links)?

Is the business significantly dependent on its informagigstems (i.e., business
would be severely slowed or halted if the systems wenandor an extended
period)?

Would the audit require services of an IT professional?
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Summary of significant issues discussed with client

State the date of meeting and names of client officers and firesentation presenters

Assessment of risk of material misstatement in the finama statements

Based on the detail analysis in “SMET 07 business and fraud risk agsg4gatentify significant risks and the
related risk response (Identity Changes in the control environmemidRhat has been perpetrated or any alleged
or suspected fraud, including allegations of fraudulent financial reportingnaaoeagement’s assessment of the
risk of material misstatement due to fraud)

Significant Risk Related Significant accounts Risk Response

Other audit or accounting issues

Comments

New/changed accounting standards or interna
accounting policies

New important contracts, agreements, etc.

Significant transactions outside the course of
normal business

Revenue recognition

Outcome of prior period estimates

New accounting estimates

Any additional matters
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Determine Overall Materiality and Performance Materiality

Detail computation for determining overall materiality could be docundeifiteeeded in “SMET 06 — Materiality
Computation Template”. Document rationale for the basis used for edtatg Overall Materiality/Performance
Materiality and the factors considered when determining the percentatjecapp

Amount

Overall Materiality (OM) %

Rationale for OM

Performance Materiality (PM) %

Rationale for PM

Brief Description of our Overall Audit Strategy

Our overall strategy might include a brief discussion of

a) Significant audit issues or areas of focus noted and are planned procedureseérateas.
b) Engagement staffing, including the need for specialists
C) Other matters deemed important to the audit

Approval and sign off:

Audit Supervisor:
(As the preparer) Date:

Date:

Other team member 1:

Other team member 2: Date
Engagement Manager: Date
(As the 1st reviewer)

Engagement Partner: Date

(As the 2nd reviewer)
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SMET 4: Analysis of Financial and Non-Financial Inbrmation

Statement of Comprehensive Income

Company Name:

Reporting Period:

200X ALY Change % Change

[P;ZQ?]”S (A-B=C)  (C/B*100-D)

[Current Year

(A & () (D)

Revenue

Cost of Sales
Gross Profit
Gross Profit %

Selling and Distribution Costs

Administrative Expenses

Other Operating Income

Other Expenses

Profit Before Tax

Tax Expenses

Profit After Tax

Comments for significant variences noted
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Statement of Financial Position

Company Name:

Reporting Period:

200X 200X Change % Change
[Current [Previous | (A-B=C) (C/B*100=D)

Year] Year]

G ©) (®) (®)

Non Current Assets
Property, plant and Equipment
Intangible Assets

Current Assets

Inventory

Trade and other receivables
Other short term financial assets
Cash and cash equivalents

Total Assets

Equity

Stated Capital
Retained Earnings
Other Reserves

Non Current Liabilities
Borrowings
Deferred tax liabilities

Current liabilities

Trade and other payables
Borrowings — Current portion

Tax liabilities

Provisions

Other short term financial liabilities

Total Equity and Liabilities
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Comments for significant variances noted:

Key Financial Ratios

200X 200X

Key Ratios [Current Year] [Previous Year]

Trade receivable Days

Inventory Days

Trade payable Days

Return on capital employed

Return on total assets

Current Ratio

Solvency test ratio -
Se.57(1)(b) of Companies
Act no.7 of 2007 (Going
concern considerations)
[Other]

Commenis

Date:

Prepared by:

Reviewed by: Date:
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SMET 5: Time Budget and Work Allocation Template

Company Name:

Reporting Period:

Cost — Staffl Cost — Staff 2 Total Cost

(Rs) GS) (Rs)

Risk Assessment
Risk Response
Reporting

Total Staff Hours

Engagement Manager*
Other Members (Eg.Tax Expert)*
Engagement Partner*

Engagement Quality Reviewer
(If required)*

Total Budgeted Cost (A)

CY Audit Fee (B)

Margin [(B-A)/A]

*Total Hours @ Rate per Hour
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Over/

Related| Staff | Staff| Total | Total | (Under)
Objective/Procedure SMET 1 2 Budget | Actual | Budget

RISK ASSESSMENT

Preliminary Activities
Engagement Acceptance and Continuance
Letter of Engagement

Planning the Audit

Develop Overall Audit Strategy
Determine Materiality

Audit Team Discussion

Perform Risk Assessment Procedures
Identify Significant Risk Factors
Understanding Internal Controls - At Entity
Level
Understanding Internal Controls - At
Transactions Level
Evaluating Internal Control - At Entity Level
Evaluating Internal Control - At
Transactions Level

A. Cash receipts

B. Cash Payments

C. Sales and Trade Receivables

D. Purchase and Trade Payables

E. Payroll

F. Financial Statement Close Process

G. Accounting Estimates

H. Related Party

Assess Risk of Material Misstatements (RMM)

Supervise and Review Planning Activities

Total Hours
Rate per Hour
Total Cost

RISK RESPONSE
Design Detail Audit Plan
Perform Test of Controls
A. Cash receipts
B. Cash Payments
C. Sales and Trade Receivables
D. Purchase and Trade Payables
E. Payroll
F. Financial Statement Close Process
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Perform Substantive Audit Procedures
Property, Plant, Equipment and Investment
Property
Intangible Assets
Investments in group companies, associated
undertakings and joint ventures
Other Investments and Derivatives
Inventories

Trade and Other Receivables

Bank Balance and Cash

Equity

Long term Loans

Trade and Other Payables

Taxation

Provisions for liabilities and charges,
contingent liabilities and financial
commitments

Perform other Audit Procedures

Obtain Management Representation
Review & Supervision of Substantive Audit
Procedures

Total Hours
Rate per Hour
Total Cost

REPORTING

Evaluate audit Evidence - Summary of
Significant Findings

Perform Overall Financial Statement
Review Procedures

Prepare Summary of Uncorrected
Misstatements

Communicate Audit Results with TCWG
Prepare Audit Report

Identify Management Letter Points and
Prepare Management Letter

Review & Supervision of Reporting Work

Archive the Engagement

Total Hours
Rate per Hour
Total Cost
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SMET 6 - Materiality Computation Template

Company Name:

Reporting Period:

(Use the below path as a guidance to calculate overall materialitypatieshould be selected after concluding
on the intended user and their consideration/s)

Qualitative Considesa

v v

Continuing Profits - Operating results inappropriate
- Operating Losses
- Financial Problems

Operating Results Statement of Financial Position
(Statement of Comprehansicome) l
Reasonable Margin - Break Even Increasing Diminishing
l - Fluctuating results Equity Equity
Profit before tax Sales Shareholders Funds Total Assets
l l (Net Assets)
3% 7% 1% 3% 3% 5% 1% 3%
Public Private Public Private Public Pteva Public Private
Summary of Materiality Computation
Basis Selected - Rationale for selected basis
200X (Planning and completion
stage)
(Rs.)

Planning Stage

Overall Materiality (OM) )
Completion Stage

Performance Materiality (PM)| Planning Stage

(60% - 85% of OM) Completion Stage
Prepared by: Date:
Reviewed by: Date:
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SMET 7: Business and Fraud Risk Assessment Templ:

Company Name:

Reporting Period:

Moderate Risk

CUENWESAE @ Risks of material misstatement exist

SEULI @ Risks of intentional material misstatement exist

Low < Risk exposure > High

(Reference: CA Sri Lanka Audit Manual- Volume 2, Page 80 and 81)

This template is used to assess overall internal controls and to idsigifificant risks, including fraud
risks.

Assessment of overall Internal Controls in an entity is carried aagus sample of common questions.
The team should add any other factors that they feel are important irsiagseserall internal control
environment and identifying significant risks.

Auditor should use Professional judgment to assess inherent risk as higbderate or low and also to
identify any significant risks.
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Assessment of overall internal controls

Control Environment

Communication and enforcement of integrity and ethical values

Related factor

Inherent Ris Significant Risk

Policies regarding the client’s values and

Low |Moderatt High | Yes No

behavioral standards and codes of conduct (written

or adequately communicated via other means)

Effective means of communicating and supporting

the client’s values or ethics.

Management is of high integrity based on past
experience and our current knowledge

Management and/or key executives lead by
example

[Other matters]

Participation by those charged with governance

Related factor

Adequate communications among those charge
with governance, and external auditors(and inte
auditors if applicable)

Inherent Ris Significant
Risk?

Low | Moderatt, High | Yes \[o]

i
rnal

Those charged with governance are sufficiently
independent of management.

Adequate number of meetings, or the matters
discussed are appropriate.

Those charged with governance adequately
scrutinize activities, e.g., difficult questions are
raised and pursued with management.

Those charged with governance are adequately
involved in financial reporting process.

Size and composition of the board or those char
with governance is appropriate given the compa
industry and stage of growth.

ged
ny’s

[Other matters]
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1.3 Management philosophy and operating style
Inherent Risk Significant
Related factor Risk?

Low Moderate High @ Yes| No

Domination of management by one or a few
individuals with effective oversight by those
charged with governance

Entrepreneur and /or management has a proven
track record in this or other business
Non-financial management’s excessive
participation in, or preoccupation with, the
selection of accounting principles or the
determination of significant estimates.
Management’s is interested in maintaining or
increasing the company’s earnings trend.
There are conditions (external or internal) tha
might create pressure on management to adopt
an unduly aggressive financial reporting bias
(e.g., maximize income or earnings growth,
smooth reported earnings, minimize taxable
income)

Management gives appropriate attention to
internal control, including the effects of
information system processing.
Management does not correct known reportable
conditions on timely basis.
Management sets unduly aggressive financial
targets and expectations for operating personnel
A significant portion of compensation is derived
from bonuses, or other incentives, the value of
which is contingent upon the entity achieving
unduly aggressive targets for operating resul
financial position

Personal accounts of entrepreneur and/or key
executives are segregated from those of the
business

Management is aggressive in selecting
accounting principles and determining the
estimates

Management commits to analysts, creditors and
other third parties to achieve what appear to be
unduly aggressive or unrealistic forecasts.
Management consult us on significant matters
relating to internal control and accounting issues
There is a history of statutory law violations ©
claims against the client or its entrepreneur/
management alleging fraud or violations of
statutory laws

[Other matters]

—+

=
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1.4  Organizational structure and assignment of authority and responsibility

Significant
Risk?

Low | Moderate High Yes | No

Inherent Risk

Yes/Nc Related factor

Overall complex organizational structure
involving numerous or unusual legal entities,
managerial lines of authority, or contractual
arrangements without apparent business purpose.
Appropriate management oversight (for example,
adequate supervision or monitoring of accounting
personnel, information system, or remote
locations)

High turnover of senior management.

Appropriate system of authorization and
approval of transactions

Clear assignment of responsibilities, including
those specific to information systems processing
and program development.

Commitment by management to providing
sufficient accounting and financial personnel to
keep pace with the growth of the business

If the entity is a subsidiary, division or branch,
the parent company to exercise effective controls
(e.g., standardized financial reporting
requirements, monitoring of reported results,
internal audit visits)

[Other matters]

1.5 Human resources policies and procedures and commitment to competence
Inherent Ris Significant
Related factor Risk?

Low | Moderat( High Yes \[o]

Adequate standards and procedures for hiring,
promoting, compensating or terminating personnel.
Job applicant screening procedures relating to
employees with access to assts susceptible to
misappropriation.

Written job descriptions informing personnel of
their duties (or, in the absence of written
documentation, communication of job
responsibilities and expectations).

Employees with access to cash, securities, and
other valuable assets are not bonded.

[Other matters]

Inherent Risk Assessment (Low/Moderate/High)
(Control Environment)
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2. Risk Assessment

2.1 Information about the entity

: Significant
Inh t Risk :
Related factor ANErent X1 Risk?

Low | Moderatf High Yes \[o]

Unusually rapid growth or unusually high
profitability especially compared with those o
other companies in the same industry.

=2

High degree of competition or market saturat
accompanied by declining margins.

Declining industry with increasing business
failures.

Rapid changes in industry, such as significant
declines in customer demand, high vulnerability
to rapidly changing technology or rapid product
obsolescence.

[Other matters]

2.2 Operations

: Significent
Related factor IUEEIHRES Risk?

Low | Moderaty High Yes \[o]

Changes in entity’s operating environment.

New personnel in key financial or operating
positions.

New or revamped information systems.

Significant new lines, products, or activities

Significant operations in countries where
business practices are questionable.

Especially high vulnerability to changes in
interest rates.

Small number of transactions that have a
material effect on the client.

High level of sales returns.

Assets are susceptible to misappropriation, such
as large amount of cash or assets easily
convertible into cash; goods in inventory are
small in size, high in value, or high in demand,;
fixed assets are small, marketable, or lack
ownership identification.

[Other matters]
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2.3 Financial Condition

Related factor

Threat of imminent bankruptcy or foreclosure.

Severely deteriorating financial condition or liqaydi
Inadequate capital base to be competitive.
Limited access to capital to sustain operations.
Marginal ability to meet debt repayment requirements.
Compliance with restrictive loan covenants isidifft to
maintain.

Inability to generate cash flows from operations whil
reporting earnings and earnings growth.

Operating losses or significant deterioration in earnings
Poor or deteriorating financial position when the
entrepreneur and/ or key executives have personally
guaranteed significant debts of the entity.
[Other matters]

D

2.4 Accounting
Inherent Ris Significant

Related factor Risk?

Low | Moderatt  High ‘ Yes No

Public criticism or litigation involving
accounting, financial reporting, or business
practices of the client or of companies in one or
more of its industries.

New accounting, statutory, or regulatory
requirements that could impair the financial
stability or profitability of the client.
Adverse consequences on significant pending
transactions, such as business combination or
contract award, if poor financial results are
reported.

Assets. Liabilities, revenues, or expenses are
based on significant estimates that involve
unusually subjective judgments or uncertainties,
or that are subject to potential significant changes
in the near term in a manner that may have a
financially disruptive effect on the client.

An extraordinary volume of shipment shortly

before or at year end quarter ends.
Restatement of the prior year’s financial
statements for the correction of an error.
[Other matters]
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2.5 Related Parties
Inherent Ris Significant
Related factor

Low| Moderat( High

Significant related party transactions not in the
ordinary course of business or with related entities not
audited or audited by another firm.

Other auditors involved with related entities (or in the
annual audit), or some related entities not audited.

[Other matters]

Inherent Risk Assessment (Low/Moderate/High)
(Risk Assessments)

3. Information system and control activities
Inherent Ris Significant
Related factor Risk?

Yes/Nc Low| Moderat( High (=S N[o]

Ability to prepare accurate and timely financial reparts
including interim reports.

Entrepreneur and/or key executives routinely monit
review interim financial information (e.g., monthly

financial statements) or arrange for timely investigat
and follow-up on unusual or unexpected variances.

[0]

Planning and reporting systems (such as business
planning; budgeting, forecasting) that adequately set
forth management’s plans and the results of actual
performance.

Adequate methods of identifying and communicating
variances from planned performances.

Adequate policies for developing and modifying
accounting systems and controls, including changes to
and use of computer programs and/or data files.

Overall coordination between the accounting and data
processing functions.

Understaffed accounting department, inexperienced or
ineffective accounting personnel, or high turnover.

Timely and appropriate documentation for transactions.

[Other matters]

Inherent Risk Assessment (Low/Moderate/High)
(Information system and control activities)
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Monitoring

Related factor

Adequate monitoring of the continued functioning a
the significant controls.

—

Significant
Risk?
Low| Moderate High Yes| No

Inherent Risk

Reportable conditions/material weaknesses in inter
controls.

na

High level of customer complaints

Control-related recommendations from external an
internal auditors are ignored.

d/or

Entrepreneur/owner/manager actively involved in the

business.

[Other matters]

Inherent Risk Assessment

(Low/Moderate/High)

(Monitoring)

Overall Inherent Risk Assessment

Internal Control Compone

The control environment

Overall Inherent Ris
Low | Moderat: High

Risk assessment

HlwiN e

Information system and control activities

Monitoring




CA Sri Lanka Audit Manual, Volume 3 - SMET

5. Inquiries regarding the risks of material misstatement due tofigud

Auditors inquire of management (and others, including those charged with goveroaless,
all are involved in managing the entity, and internal audit, as appropriate asether they
have knowledge of any actual or suspected fraud.

Auditors also inquire of management about:

Management’'s assessment of the risks of material misstatemera ftaad, including
the nature, extent and frequency of such assessments.

Management’'s process for identifying and responding to risks of fraud in thg, ent
including any risks of fraud that have been identified by management or brought tc
management’s attention. We pay particular attention to controls designed tafyident
fraud or to prevent frauds from occurring.

Management’'s communication, if any, to those charged with governance regdsding i
process for identifying and responding to the risk of fraud

Management’'s communication to employees regarding its views on businesseprac
and ethical behavior.

Name Title Date of inquiries

Matters
discussed:
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6. Fraud risk factors

Indicate any risk factors for fraudulent financial reporting or the misappsdjon of assets.
In the context of the related incentives/pressures, opportunities titudle$ evaluate the type,
magnitude, likelihood and pervasiveness of the risk to determine wihletlyerepresent a risk
of material misstatement due to fraud. Our consideration includes an ewvaluwdtwhether the
selection and application of accounting policies, particularly those relategubjective
measurements and complex transactions, may be indicative of fraudoserdidl reporting

resulting from management’s effort to manage earnings.

Fraud risk factors involving management

Fraud risk factors involving employees
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7. Risk identification, Related significant accounts and Risk respen
Document below significant risks identified based on overall intexoiairol assessment and fraud
discussion. Also document related significant accounts and risk response.

Financial Statemen Related Significant

Significant Risk Risk Response

Implication Accounts

Prepared by: Date:

Reviewed by:

Date:
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SMET 8: Understand Significant Business ProcesseSBP), Perform

Walkthrough and Test of Controls-Cash Receipts

Company Name:

Reporting Period:

Background

We obtain an understanding of the significant businessepses to identify and understand;
What risks require mitigation and
Controls designed to mitigate such risks

(Discuss with client to gain an understanding of the Cash receipt pr@sessdentify designated
persons to perform following key activities; indicate designation only)

Our understanding of the Critical Business Process

Custody

Key Activities izati
\ Authorization of Assets

Recording Control Activity

Opens mail and lists cheques

Handles receipts of currency

Prepares bank deposits
Compares listing of cheques to bank
deposit

Maintains cash receipts journal

Maintains trade receivable records

Reconciles bank accounts

Authorizes write-offs of
uncollectible accounts
Reconciles trade receivable records
to the general ledger
Controls the accuracy, completeness
of, and access to cash receipts
programs and data files

Provide any other details below or in an attachment that are negessarnderstand and initiation,
recording, processing and reporting of the transactions, including major input apditogaurces, if
not included in the description above: (Use a seperate memorandum for detaimentation, if
required)
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Inherent Risk Considerations

The following factors should be considered in our assessikinherent risk for the significant

accounts affected by cash receipts. ‘Yes” responses djgnecald indicate support of a low inherent
risk assessment for the significant accounts affedBahversely, ‘No’ responses generally would
indicate a high inherent risk assessment for those atscoun

Yes No
Are there receipts from cash? ] ]
Are there receipts from cheques? ] ]
Are there receipts from bank standing order/Direct Deposit ] ]
Is the number of customers and volume of activity ctest with 0 ]
the prior year?
Are cash receipts processed and recorded at a singt®luz ] ]
Has our prior experience with the client been favorabtais area
(e.g., few errors or adjustments in the significanbaats affected [] []
by this application)
Overall Inherent Risk Assessment: (Low/Moderate/High)

Risk Considerations (What risks requires mitigation) and Rela@ahtrols

Risk Considerations Relevant Controls Risk Response
Are cash receipts deposited in the bank at least Refer “Test of control
daily? Procedures and SMET

17- Detail Audit Plan
(Related Significant
Accounts)

Are unpaid trade receivable timely followed up and
collected?

Is someone responsible for ensuring a proper cytoff
(i.e., all cash receipts are recorded in the period
received)?

P ==

Are bank reconciliations performed and reviewec
by supervisory personnel, with reconciling items
followed-up on and resolved in a timely manner?

Is the trade receivable listing reconciled to the
general ledger and reviewed by supervisory
personnel, with reconciling items followed-up on
and resolved in a timely manner?
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Perform Walkthrough

Describe the walkthrough procedures to confirm understanding of the desiga @dritrols and that

they have been implemented. As team walk through the prescribed pescaar controls, team
should ask personnel to describe their understanding of the control iastiaitd demonstrate how
they are performed.

A) Walkthrough procedures

Transaction selected for
walkthrough:

Individual(s) we talked with t Date:
confirm our understanding:

Description of the walkthrough procedures performed:

Additional
observations

B) Segregation of incompatible duties, authorizatind
management override of controls

a. Was anything noted in our background confirmation
walkthrough procedures that would indicate thereare | [] | []
incompatible duties?

If we answered “Yes” to the above:
Do the incompatible duties represent a deficiency irdésggn
of controls that is not sufficiently mitigated by other ) O
management actions or controls that have been idelttifie

Yes | No

If we answered “Yes” to the above, provide further
documentation and the related effect on our audit strategy.

b. Was anything noted in our walkthrough procedures that O 0O
would indicate there are issues related to authorizatio

If we answered “Yes” to the above:

Do the authorization issues represent a deficientdyen
design of controls that is not sufficiently mitigatiegl other O O
management actions or controls that have been idelttifie

If we answered “Yes” to the above, provide further
documentation and the related effect on our audit strategy.
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c. Was anything noted in our walkthrough of controls
that indicate the potential for management override of | | []
controls or that such override may have occurred?

If we answered “Yes” to the above:
Does the potential for management override of contrgls
represent a deficiency in the design of controls thabt ] ]
sufficiently mitigated by other management actions or
controls that have been identified?

If we answered “Yes” to the above, provide further
Documentation and the related effect on our audit
strategy.

Additional

C) Conclusion N/A

observations

Did our walkthrough procedures confirm our
understanding of the routine significant business [] []
processes?

Did our walkthrough procedures confirm that the
controls have been properly designed and ] ]
implemented?

Test of Control Procedures

If our understanding confirms that the entity has an effective éssiprocess, the audit team has the
option of selecting the test of controls as an audit strategy.

Test of Control Procedures Detail Key Findings Working Paper Reference

Engagement teams should document above the testing procedures telabiagcontrols identified.
Document in detail the nature, timing and extent of our test of centrol

Overall Control Risk Assessment: (Low/Moderate/High)
Prepared by: Date:
Reviewed by: Date:
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SMET 9: Understand Significant Business Processes (SBP)

Perform Walkthrough and Test of Controls-Payments

Company Name:

Reporting Period:

Background

We obtain an understanding of the significant businessepses to identify and understand;
What risks require mitigation and
Controls designed to mitigate such risks

(Discuss with client to gain an understanding of the Cash paypreness and identify designated
persons to perform following key activities; indicate designation)only

Our Understanding of the Critical Business Process

Key Activities Authorization Custody Recording Control Activity
of Assets

=

Listing of items to be paid (e.g., cas
requirements listing) prepared

Cheques prepared and matched with
support

Cheques ( and voucher package)
reviewed and approved for payments)

Cheques signed

Cheques mailed

Cash payments journal prepared

Cash payments journal summarised
and posted to the general ledger

Paid invoices removed from trade
payables detail or vendor master file

Provide any other details below or in an attachment that are nace$s understand and initiation,
recording, processing and reporting of the transactions, including majmutiand output sources, if
not included in the description above: (Use a seperate memoramolumbetail documentation, if
required)
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Inherent Risk Considerations

The following factors should be considered in our assessment of inhreslerfor the significant
accounts affected by cash payments. ‘Yes” responses generally wwdiddte support of a low
inherent risk assessment for the significant accounts affectmd/eGely, ‘No’ responses generally
would indicate a high inherent risk assessment for those accounts.

Yes No
Are cash payment transactions relatively non-compteitca homogeneous in
nature?

Is the volume of activity low and consistent with grer year?
Are payments made only by cheque?
Is the number of customers and volume of activity ctest with the prior year?

Are cash payments processed and recorded at a singlemitati

Has our prior experience with the client been favorabtais area (e.g., few
errors or adjustments in the significant accountctdtéby this application)?

O |Ojgan) .
O |Ojgan) .

Overall Inherent Risk Assessment: (Low/Moderate/High)

Risk Considerations (What risks requires mitigation) and Rela@ahtrols

Risk Considerations ‘ Relevant Controls ‘ Risk Response
Are bank reconciliations performed and reviewed by Refer “Test of
supervisory personnel, with reconciling items control Procedures
followed-up on and resolved in a timely manner? and SMET 17-
Is someone responsible for ensuring a proper cutoff Detail Audit Plan
(i.e., all cash payments are recorded in the period (Related Significant
received)? Accounts)

Are cash payment journals reviewed both for unusugal
items and gaps in the numerical sequence of payments?

Is appropriate documentation ( e.g., voucher package)
included when cheques are prepared and signed?

Are all electronic transferof funds properly approved

Are there only a few authorized signers?

Are limits established for cheque signing authority or
are cheques over a certain amount required to be
counter-signed?

Is access to blank cheques controlled?

Is access to internet keys for remote banking
controlled?
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Perform Walkthrough

Describe the walkthrough procedures to confirm understanding of the desilga obntrols and that
they have been implemented. As team walk through the prescribed pescechar controls, team
should ask personnel to describe their understanding of the cawtivities and demonstrate how they
are performed

A) Walkthrough procedures

Transaction selected for
walkthrough:

Individual(s) we talked Date:
with to confirm our
understanding:

Description of the walkthrough procedures performed:

Additional observations

B) Segregation of incompatible duties, authorizatiod
management override of controls

a. Was anything noted in our background confirmation
walkthrough procedures that would indicate there are| [ ] | []
incompatible duties?

Yes No

If we answered “Yes” to the above:

Do the incompatible duties represent a deficiency in the
design of controls that is not sufficiently mitigated by | [ ] | []
other management actions or controls that have been
identified?

If we answered “Yes” to the above, provide further
documentation and the related effect on our audit strategy.

b. Was anything noted in our walkthrough procedures thaf:| n
would indicate there are issues related to authorizatio

If we answered “Yes” to the above:

Do the authorization issues represent a deficientyan
design of controls that is not sufficiently mitigated by | [ ] | []
other management actions or controls that have been
identified?
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If we answered “Yes” to the above, provide further
Documentation and the related effect on our audit strategy

c. Was anything noted in our walkthrough of controls that
indicate the potential for management override of cdsifo]| [ ]
or that such override may have occurred?

If we answered “Yes” to the above:
Does the potential for management override of controls
represent a deficiency in the design of controls ghabt |[]| []
sufficiently mitigated by other management actions or
controls that have been identified?

If we answered “Yes” to the above, provide further
Documentation and the related effect on our audit strategy

Additional observations

C) Conclusion No N/A

Did oui walkthrough procedures confirm our
understanding of the routine significant ] ]
business processes?

Did our walkthrough procedures confirm that
the controls have been properly designed ang ] ]
implemented?

Test of Control Procedures

If our understanding confirms that the entity has an effettusiness preocess, the audit team has the
option of selecting the test of controls as an audit strategy

Working Paper
Reference

Test of Control Procedures  Detall Key Findings

Engagement teams should document above the testing proceduresyridathe controls identified.
Document in detail the nature, timing and extent of ourdiesbntrols.

Overall Control Risk Assessment: (Low/Moderate/High)

Prepared by: Date:

Reviewed by: Date:
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SMET 10: Understand Significant Business Process€SBP), Perfam

Walkthrough and Test of Controls- Sales And Trade Reeivables

Company Name:

Reporting Period:

Background

We obtain an understanding of the significant businessepses to identify and understand;
What risks require mitigation and
Controls designed to mitigate such risks

(Discuss with client to gain an understanding of the sales and tradevabteiprocess and identify
designated persons to perform following key activities; indicate desgnaly)

Our understanding of the critical business process

Key Activities Authorization| Custody Recording Control Activity
of Assets

Customer places sales order and order
input into the system

Credit and/or credit terms approved

Order filled ans readied for shipment
Shipping documents prepared
Order shipped/delivered to or picked

up by customer
Sales invoices prepared

Prices (or deviations from standard
prices) approved

Invoices reviewed for accuracy and
mailed/delivered to customers
Sales journal produced

Sales journal summarised and posted to
general ledger and recievables detail

Breifly describe the client’s revenue recognition policy, includitagndard billing and collection terms:
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Briefly describe client’s credit terms and credit authorization pthaes, as well as procedures for
identifying and writting off unclooectible accounts and for establishing tbevafice for doubtful
accounts:

Breifly describe the client’s procedures for sales returns andvalhces and the issuance of credit
memos:

Provide any other details below or in an attachment that are negessamderstand and initiation,
recording, processing and reporting of the transactions, including major input apdtosturces, if
not included in the description above: (Use a seperate memorandum for detainentation, if
required)
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Inherent Risk Considerations

The following factors should be considered in our assessment of inheskenfori the significant
accounts affected by sales and trade recievables. ‘Yes” responseallyeneuld indicate support of a
low inherent risk assessment for the significant accounts afféctenersely, ‘No’ responses generally
would indicate a high inherent risk assessment for those accounts.

Yes ‘ No ‘
Are sales transactions relatively non-complex ankdéonogeneous in
nature?
Is the volume of sales activity (including the numbecudgtomers and
products) low and consistent with the prior year?
Are the types of customers consistent with the peary

Are all sales made from a single location?

Can the timing of the revenue recognition be clearigdished?

Are all sales unconditional (i.e., few, if any, sadesa trial basis or with a
right of return?
Is the volume of returns ( and credit notes) low?

Are customer rebates, charge-backs, and credit notgsifiant?

Do clients have the right to return goods at theirrdigan”

OO0 Odod gt
OOo4d OodoQ b

Has our prior experience with the client been favorabtais area (e.g., few
errors or adjustments in the significant accounttgteby this
application)?

[]
[]

Overall Inherent Risk Assessment: (Low/Moderate/High)

Risk Considerations (What risks requires mitigation) and Rela@ahtrols

Risk Considerations Relevant Controls Risk Response
Is the trade receivable listing reconciled to the Refer “Test of control
general ledger and reviewed by supervisory Procedures and SMET
personnel, with reconciling items followed-up and 17- Detail Audit Plan

resolved in a timely manner?
Is someone responsible for ensuring a proper cytoff
(i.e., all sales are recorded in the period in which
goods are shipped or services are performed)?
Are unmatched sales orders and invoices
investigated in a timely manner?

Are pre-numbered invoices used to document all
sales transactions?

Is the modification of standard pricing by sales
personnel or management properly authorized?

(Related Significant
Accounts)
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Perform Walkthrough

Describe the walkthrough procedures to confirm understanding of the desiga obntrols and that
they have been implemented. As team walk through the prescribed pesceshgr controls, team
should ask personnel to describe their understanding of the control astiaitid demonstrate how they
are performed.

A) Walkthrough procedures

Transaction selected for
walkthrough:

Individual(s) we talked with to Date:
confirm our understanding:

Description of the walkthrough procedures performed:

Additional
observations

B) Segregation of incompatible duties, authorizatiod
management override of controls

a. Was anything noted in our background confirmatialikthrough
procedures that would indicate there are incompatiblesfuti .

If we answered “Yes” to the above:
Do the incompatible duties represent a deficiencyardésign of O O
controls that is not sufficiently mitigated by other ngeraent
actions or controls that have been identified?

If we answered “Yes” to the above, provide further dosotiation
and the related effect on our audit strategy.

b. Was anything noted in our walkthrough procedures that v
indicate there are issues related to authorization? [] []

Yes | No

If we answered “Yes” to the above:
Do the authorization issues represent a deficiendyeinésign of

controls that is not sufficiently mitigated by other ngeraent ] ]
actions or controls that have been identified?

If we answered “Yes” to the above, provide further
Documentation and the related effect on our audit gyate
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c. Was anything noted in our walkthrough of contrcodd th
indicate the potential for management override of cagwool [ ] | []
that such override may have occurred?

If we answered “Yes” to the above:
Does the potential for management override of controls
represent a deficiency in the design of controlsighabt [] []
sufficiently mitigated by other management actions or
controls that have been identified?
If we answered “Yes” to the above, provide further
Documentation and the related effect on our audit gyate

Additional

C) Conclusion Yes No N/A observations

Did our walkthrough procedures confirm our
understanding of the routine significant business [] []
processes?

Did our walkthrough procedures confirm that the
controls have been properly designed and implemented?) []

Test of Control Procedures

If our understanding confirms that the entity has aeatiffe business process, the audit team has the
option of selecting the test of controls as an audhtestyy.

Test of Control Procedures Detall Key Findings Working
Paper

Reference

Engagement teams should document above the testing procediatesy to the controls identified.
Document in detail the nature, timing and extent of estr of controls.

Overall Control Risk Assessment: (Low/Moderate/High)
Prepared by: Date:
Reviewed by: Date:
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SMET 11: Understand Significant Business Process€SBP), Perform

Walkthrough and Test of Controls- Purchase and TraddPayables

Company Name:

Reporting Period:

Background

We obtain an understanding of the significant businessepses to identify and understand;
What risks require mitigation and
Controls designed to mitigate such risks

(Discuss with client to gain an understanding of the pasehand trade payables process and identify
designated persons to perform following key activitigdicate designation only)

Our understanding of the critical business process

Key Activities Authorization Custody Recording  Control Activity
of Assets

Purchase requisition prepared

Purchase requisition approved

Purchase order issued

Goods/services recieved and
inspected/approved
Receiving report prepared

Receipt of inventory
(materials)entered into inventory
perpetual system

Invoice recieved and matched with
purchase order and recieving report
Inovice reviewed for accuracy,
account code assigned, and
transaction entered into the system
Purchase journal produced
Purchase journal summarised and
posted to general ledger and creditc
detalil

-
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Provide any other details below or in an attachment that acessary to understand and initiation,
recording, processing and reporting of the transactiongduging major input and output sources, if not
included in the description above: (Use a seperate memorafatudatail documentation, if required)

Inherent Risk Considerations

The following factors should be considered in our assedsvhamerent risk for the significant accounts
affected by purchases and trade payables. ‘Yes’ respayeesrally would indicate support of a low
inherent risk assessment for the significant accountstaffeConversely, ‘No’ responses generally would
indicate a high inherent risk assessment for those atsoun

<

es No

Are purchase transactions relatively non-complex arftdonogeneous in
nature?

Is the volume of activity and the number and type of sepplow and
consistent with the prior year?

Are suppliers rebate, charge-backs, and debit memorandaificsigt?

Are all purchases made from a single location?

Considering the nature of purchase items, is it diffifarlemployees to easily
resell these items without the company’s knowledge?

Has our prior experience with the client been favorabtais area (e.g., few
errors or adjustments in the significant accountctdtéby this application)?

O | Oodgo
O | Oodgo

Overall Inherent Risk Assessment: (Low/Moderate/High)

Risk Considerations (What risks requires mitigation) and Rela@ahtrols

Risk Considerations Relevant Controls  Risk Response
Is the trade payable listing reconciled to the general Refer “Test of
ledger and reviewed by supervisory personnel, with control Procedures
reconciling items followed-up and resolved in a timely and SMET 17-
manner? Detail Audit Plan

Is someone responsible for ensuring a proper cutoff (ile.,

all purchases are recorded in the period in which goods (F.zelgt_ed
are received or services are performed)? Significant
Are unmatched purchase orders, receiving reports, and Accounts)

invoices investigated in a timely manner?
Are purchase authorization limits established?
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Perform Walkthrough

Describe the walkthrough procedures to confirm understanding of the designoointnels and that
they have been implemented. As team walk through the prescribed precaddreontrols, team
should ask personnel to describe their understanding of the control astiaitid demonstrate how
they are performed.

A) Walkthrough procedures

Transaction selected fi
walkthrough:

Individual(s) we talked with Date:
to confirm our understanding:

Description of the walkthrough procedures performed:

Additional
observations

B) Segregation of incompatible duties, authorizatiod
management override of controls

a. Was anything noted in our background confirmation
walkthrough procedures that would indicate there are ]| [
incompatible duties?

If we answered “Yes” to the above:
Do the incompatible duties represent a deficiency in the ] ]
design of controls that is not sufficiently mitigateglother
managemel actions or controls that have been identif
If we answered “Yes” to the above, provide further
documentation and the related effect on our audit strategy.
b. Was anything noted in our walkthrough procedurat would
indicate there are issues related to authorization? [] []

Yes | No

If we answered “Yes” to the above:
Do the authorization issues represent a deficientyein ] ]
design of controls that is not sufficiently mitigateglother
management actions or controls that have been ideftifie
If we answered “Yes” to the above, provide further
Documentation and the related effect on our audit strategp/
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c. Was anything noted in our walkthrough of controls that
indicate the potential for management override of cdsor | [ ] ]
that such override may have occurred?

If we answered “Yes” to the above:
Does the potential for management override of controls
represent a deficiency in the design of controls thabis [] []
sufficiently mitigated by other management actions or
controls that have been identifie
If we answered “Yes” to the above, provide further
Documentation and the related effect on our audit strategy

C) Conclusion Yes No N/A Additional observations

Did our walkthrough procedures confirm our
understanding of the routine significant [] []
business processes?

Did our walkthrough procedures confirm
that the controls have been properly ]| O
designed and implemented?

Test of Control Procedures

If our understanding confirms that the entity has an effective buginessss, the audit team has the
option of selecting the test of controls as an audit strategy.

Test of Control Procedures Detail Key Findings Working Paper

Reference

Engagement teams should document above the testing procedures relating totritie wemtified.
Document in detail the nature, timing and extent of our test of centrol

Overall Control Risk Assessment: (Low/Moderate/High)
Prepared by: Date:
Reviewed by: Date:
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SMET 12: Understand Significant Business Processes (SBP

Perform Walkthrough and Test of Controls-Payroll

Company Name:

Reporting Period:

Background

We obtain an understanding of the significant businessepses to identify and understand;
What risks require mitigation and
Controls designed to mitigate such risks

(Discuss with client to gain an understanding of the payroll process andfiddasignated persons to
perform following key activities; indicate designation only)

Our understanding of the critical business process
Key Activities Authorization| Custody | Recording Control

of Assets Activity

New hires and terminations appro

Pay rates reviewed and appro

Time cards/reports prepared and
information (hours,etc.) input or
trnasferrred into the payroll system

Payroll calculated using pay rates in
employee master file (including salaried
employees)

Payroll cheques prepai

Payroll approved and cheques sic

Payroll cheques dusturebed or mailed
(or direct deposit made)

Payroll journal prepare

Payroll journal summarized and posted
to general ledger

Provide any other details below or in an attachment that are negessamderstand and initiation,
recording, processing and reporting of the transactions, including major input and caatprdes, if
not included in the description above: (Use a seperate memorandum for distaihentation, if
required)
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Inherent Risk Considerations

The following factors should be considered in our assessment of inheskenfori the significant
accounts affected by payroll. ‘Yes” responses generally would indiogigo#g of a low inherent risk
assessment for the significant accounts affected. Conversely,edfmnses generally would indicate a
high inherent risk assessment for those accounts.

Yes
Is the volume of activity (including the number of em@eyg, and changes in

employee basis) low and consistent with the prior¥ea
Is the level of activity (i.e., hours worked) consistgmbughout the year?

Z
(@]

Are payments made only by cheque or direct deposit (i.e., mogrdy in cash)?

Is there consistency in the nature of services reddgremployees (i.e.,
employees or groups of employees do not perform diffeesks at different
wage rates)?

Is payroll processed at a single location?

Is payroll processed by a service provider?

Is the owner-manager familiar with most, if not alithe employees?

Has our prior experience with the client been favorabtais area (e.g., few
errors or adjustments in the significant accountctdteby this application)?
Does financial management review compliance with $coiatribution and

withholding tax requirements?

Does the company make significant use of temporary work?

Does the company outsource activities on the Companysiges (e.g.,
cooperative)?

I T I o A A O I
I T I o A A O I

Overall Inherent Risk Assessment: (Low/Moderate/High)

Risk Considerations (What risks requires mitigation) and Rela@ahtrols

Risk Considerations Relevant Controls Risk Response
Are bank reconciliations performed and reviewed by Refer “Test of
supervisory personnel, with reconciling items followed-up control
and resolved in a timely manner? Procedures and
Is the employee master file, including pay rates, raaiet SMET 17- Detail

independent of accounting and operations?

Does the calculation of accrued vacation pay consi@er th Audit Plan
actual days of vacation earned as of the calculaticnatat (Related

used as of the same date? Is this reviewed for reasoessken Significant
If an outside payroll service is used, does someone cempar Accounts)

information received from the payroll service organizato
data submitted by the client maintained in the payroli(fik,
comparison of input and output)?

Are social contribution and tax withholding payments
reviewed by finance manager in addition to payroll manager?
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Perform Walkthrough

Describe the walkthrough procedures to confirm understanding of the desilga odntrols and that
they have been implemented. As team walk through the prescribed pescechar controls, team
should ask personnel to describe their understanding of the cawtivities and demonstrate how they
are performed.

A) Walkthrough procedures

Transaction selected for
walkthrough:

Individual(s) we talked with Date:
to confirm our understanding:

Description of the walkthrough procedures performed:

Additional
observations

B) Segregation of incompatible duties, authorization and
management override of controls

a. Was anything noted in our background confirmation
walkthrough procedures that would indicate there are 1| O
incompatible duties?

If we answered “Yes” to the above:

Do the incompatible duties represent a deficiency irdésem ] ]
of controls that is not sufficiently mitigated by other
management actions or controls that have been ideftifie

If we answered “Yes” to the above, provide further
documentation and the related effect on our audit strategy.

Yes | No

b. Was anything noted in our walkthrough procedures that V\Olﬁ ]
indicate there are issues related to authorization?

If we answered “Yes” to the above:
Do the authorization issues represent a deficientyeiesig ] ]
of controls that is not sufficiently mitigated by other

management actions or controls that have been ideftifie

If we answered “Yes” to the above, provide further
Documentation and the related effect on our audit strategy
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c. Was anything noted in our walkthrough of controls thdicate
the potential for management override of controls ar sch | [] []
override may have occurred?

If we answered “Yes” to the above:

Does the potential for management override of controls
represent a deficiency in the design of controls thabis ] []
sufficiently mitigated by other management actionsootiols
that have been identified?

If we answered “Yes” to the above, provide further
Documentation and the related effect on our audit strategy

C) Conclusion No |N/A Additional observations

Did our walkthrough procedures confirm our
understanding of the routine significant [] ]
business processes?

Did our walkthrough procedures confirm
that the controls have been properly ] ]
designed and implemented?

Test of Control Procedures

If our understanding confirms that the entity has an effective buginessss, the audit team has the
option of selecting the test of controls as an audit strategy.

Test of Control Procedures Detail Key Findings Working Paper Referenc

Engagement teams should document above the testing procedures relating totithis @entified.
Document in detail the nature, timing and extent of our test of centrol

Overall Control Risk Assessment: (Low/Moderate/High)
Prepared by: Date:
Reviewed by: Date:
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SMET 13: Understand Accounting Estimates Process

Company Name:

Reporting Period:

Name of Estimate:

Understand the Accounting Estimate

Obtain an understanding of how management makes thergowy estimate and how data on which the
accounting estimate is based is generated.

Briefly describe the important elements of the entity’s asitom process (Inputs, methods used to
calculate and key assumptions, output)

Consideratio Respons

Is the method used based on that prescribed by the
financial reporting framework? If not, is the method
appropriate e.g., is the method used common to the
industry or environment in which the entity operates?
Has there been, or ought to have been, a change in the
method from prior period?

Has management assessed the effect of estimation
uncertaintyZEstimation uncertainty is the susceptibility|of
the accounting an estimate and related disclosures to an
inherent lack of precision in its measurement.
How does the management determine the completeness,
relevance and accuracy of the data used in the catoulati
of the estimate?

Who prepares, reviews, and approves the estimate,
including the assumptions used?

Are there appropriate segregation of duties between those
committing the entity to the transactions giving risento t
estimates and those calculating and authorizing the
estimate?

Has management used an expert?
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Review of Relevant Prior Year Estimates
Does the outcome support the effectiveness of the moces
in the prior year?
Were the assumption applied considered appropriate?

As we consider this and other estimates are there
indications of management bias?

Significant Risk ldentified

Risk Respons@nclude a summary of key risk response)

Conclusions (Based on risk response results
Procedur Key Finding:

Base on the audit evidence is the estimate
reasonable in the context of the financial reporting
framework?

Are there indicators of possible management bias
in the calculation of the estimate?

Do we require specific written representations
from managements?

Prepared by: Date:

Reviewed by: Date:




CA Sri Lanka Audit Manual, Volume 3 - SMET

SMET 14: Understand the Financial Statement Close Proce

Company Name:

Reporting Period:

Background

We understand and evaluate the design and operation Ghémeial statement close process (FSCP)
and the relevant controls used by the entity to init@ai¢horize, and record journal entries. The FSCP
transforms the transactions reflected in the entig¢sounting records into financial statements and
related disclosures, and represents a separate sighifimesiness process. The extent of our
understanding is determined by the complexity of the FSCP.

Understanding the Critical Business Process

Custody

Key Activities Authorization| of Assets Recording Sl

Activity

Prepare the trial balance

Prepare the consolidations (if applicable

N—r

Reconcile significant acounts to subsidiary
ledgers

Accumulate, prepare and record post-
closing journal entries

Draft the financial statements

Prepare information resulting in financalil
statement disclosures associated with all
significant accounts
Preprae information resulting in financial
statement disclosures that ara not related
to specific significant account and require
specially extracted data(e.g. related party
transactions, contingencies etc.)
Prepare final reports (e.g., directors’s
report)

Prepare analyses of financial statements
and realted disclosures for submission 1o
managemetn or other parties (e.g.,
directors)

If necessary, provide additional comments below on the client’'s F&@Hnitiation through reporting
in the financial statements, including who participates from managementigaiftcant inputs and
outputs of the process:

Prepared by: Date:

Reviewed by: Date:
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SMET 15: Understand Significant Business Process-

Related Party relationship and transactions

Company Name:

Reporting Period:

Risk assessmenprocedures and related activities for related party relationkips and transactions.

Identify related party relationships and transactions

1. Obtain a list of relationships and transactions with related partiegauire of management
about related party relationships and transactions and document below.

Name of the related Relationship to entity Nature of transactions, Dominant

party influence?

Details of related party relationships and transactions are shared witinethbers of the engagement
team (and with component teams when performing a multi location audit).

2. Inquire of management about significant transactions outside the entity’s ncoorake of
business to establish the nature of these transactions and whether peldied could be
involved.

(Document Results of work performed)

Inquire how management authorizes and approves significant transactions and arrangements
outside the normal course of business with related parties.
(Document Results of work perform
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3. At the team meeting, discuss information about the entity’s relateg nedationships and
transactions. Include specific consideration of the susceptibilityeofimancial statements to
material misstatement due to fraud or error that could result fronettigy’s related party
relationships and transactions.

(Document results of discussion)

Gain an understanding of how related party transactions are proessed

1. Obtain an understanding of how management identifiefjorizes, processes and accounts for
significant related party transactions in accordance it applicable financial reporting
framework.

Often related party transactions are processed separately framsdctions with unrelated parties.
In other circumstances, related party transactions may be procedfieid the same process as
those with unrelated parties. Regardless of how related party tthosa are processed and
whether auditors are taking a controls reliance strategy or a substaatilye strategy, obtain a
high-level understanding of relevant controls over related party transactan perform
walkthroughs to confirm the design and implementation of the relevanolsontr

When related party transactions are processed in the same SignBigaimess Process (SBPs) as
transactions with unrelated parties, auditor may cross reference to oundotation of that SBPs.
However, we include additional documentation of relevant controls ovanitieion (including
authorization), recording, processing and reporting of related party transactunese these have
not already been identified and documented. Document below the understandirajeat pairty
transactions or cross reference to other workpapers.

2. Through inquiry, obtain an understanding of the significhstlosure process and related controls
that management has established to disclose related@atignships in accordance with the
applicable financial reporting framework.
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Completeness of related party transactions
1. Inspect the following documents for existence of relatetypalationships or transactions that
management has not previously identified or disclosed.
Bank and legal confirmations obtained
Minutes of shareholder meetings and minutes of meethti®se charged with governance

Any other records or documents that we deem necegbstrgocuments]

2. During the audit, remain alert for arrangements or attiermation that may indicate the existence
of related party relationships or transactions that g@ament has not previously identified or
disclosed to us.

(Document arrangements or information that suggest the existence afysiguwindisclosed
related party relationships or transactions, or note “None” if none araifified)

Significant Risks

Consider the results of above procedures and the igehtifiks of material misstatemerii@etermine
whether auditors have identified significant risks, including riskaaterial misstatements due to fraud,
arising from related party relationships and transactions. In makingdittisrmination, related party
transactions outside the entity’s normal course of business alwaydsgve & significant risk.]

(Document significant risks, including risks of material misstatgsngue to fraud)

Prepared by: Date:

Reviewed by: Date:
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Appendix 1 Examples of procedures when testing relatedapty relationships and transactions

The following are examples of procedures auditor may perfonmaspond to risks of material
misstatement associated with related party relationstmggransactions:

Test the entity’s compilation of the amounts to seldsed in the financial statements with respect
to related party relationships and transactions.

Test the entity’s controls over the completenessamodracy of the recording of related party
relationships and transactions.

Examine invoices, agreements, contracts and other pgrtioeumentation supporting the related
party transactions.

Confirm amounts and terms of related party transactinokiding guarantees and other
significant information, with the other parties to trensactions.

Confirm or discuss significant information with interneetes such as banks, guarantors, agents,
or lawyers to obtain a better understanding of thea@lparty transaction.

Inspect or confirm the transferability and value ofatatal, if any.

Obtain information about the financial capabilitiestad bther parties to the transaction when it
results in material uncollected balances, guaranteether obligations. Possible sources of such
information include audited or unaudited financial statesjy@entome tax returns and reports
issued by regulatory agencies, financial publications atitcagencies.

Arrange for:

The review of intercompany account balances all ataheegdate, even if the related
entities’ period ends differ

The audit of specified, important and representative adims with related parties by
the auditors of each of the related entities.

Some examples of procedures auditor may perform when éwnglticansactions with a related party
when we consider there to be dominant influence:

Inquiries of management and those charged with governance
Inquiries of the related party
Inspection of significant contracts with the relatedya

Appropriate background research of the related party aroutieess relationship with the entity
to determine potential influences on the transaction

Review of employee whistle-blowing reports if these atained
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SMET 16: Risk of Material Misstatement Assessment Form
(RMM form)

Company Name:

Reporting Period:

Risk
Assertions IR CR RMM Assessment
Comments

Related Business
Significant Processes

Significant Account

Statement of Comprehensive Income
C H L M
Sales and Trade E
Sales Receivable, Cash A
Receipts \Y
P&D
C
Purchase and Trade | E
Cost of Sales Payable A
\Y
P&D
C
Administrative Purchase and Trqde E
Expenses Payable, Accounting | A
Estimates \
P&D
[Other 1]
[Other 2]
Statement of Financial Positiol
C
Purchase and Trade E
E;%?Srrr?gnflam & Payable, Accounting A
Estimates \Y%
P&D
C
Purchase and Trade E
Inventory Payable A
\Y
P&D
C
Sales and Trade E
Trade Receivables Receivable, Cash A
Receipts \Y
P&D
[Other 1]
[Other 2]
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Key:
H — High IR — Inherent Risk C — Completeness V — Valuatio
L — Low CR — Control Risk E — Existence P&D — Presentation and
Disclosure

M — Moderate = RMM — Risk of Material A - Accuracy
Misstatement

Note :

1. If there is one or more significant risks associatdtl wisignificant account balance (i.e.,
significant risks identified during the risk assessmentguiares), RMM should be set at high

for those areas.

2. Refer “SMET 17 — Detail Audit Plan” for detail responsedssessed RMM.
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SMET 17A- Detail Audit Plan: Property, Plant and Equipment

Number = Are you Comments Initials
of satisfied
Audit objectives key tests | that the
which objectives
satisfy | have been
objective* met?
1 To establish that property, plant & 10,11 Yes/No
equipment and leased assets exist
and its register/ listing is complete.
2 To establish that property, plant & 12 Yes/No
equipment and leased assets are
beneficially owned.
3  To verify that all property, plant & | 13, 14, 15,/ Yes/No
equipment and leased assets are | 16, 17, 18,
recorded at cost or valuation and | 19, 20, 23
that the basis is acceptable.
4  To confirm that impairment and 21, 22 Yes/No
depreciation are adequately provided
for the property, plant, equipment
and leased assets.
5 To confirm that all necessary 24, 25, 26,/ Yes/No
disclosures concerning fixed assets 27
have been made and that the
information is appropriately
presented and described.

Planning conclusion

| am satisfied that from the tests planned suffici@pirapriate evidence can be gained to satisfy

the objectives.
Prepared by:

Reviewed by:

Date:

Date:
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Final conclusion
From the audit work carried out | confirm that:

the work has been performed in accordance with the @etditl plan;

the work performed and the results obtained have been adygdatumented;

all necessary information has been collected for ghesentation and disclosure in the
financial statements;

sufficient and appropriate evidence has been obtainedupport the audit conclusion
reached; and

in my opinion property, plant & equipment and leasedtasse fairly stated/ *not fairly
stated as described below

Prepared by: Date:

Reviewed by: Date:

*Delete as appropriate
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Test Results Initials
required = satisfactory| W.P Ref  Comments and
Y/N Y/N date
General
1 Agree opening balances to last year’s accounts.

2

Obtain and check, or prepare, a lead schedule for thencyea’s
figures and reconcile this to the general ledger.

3

Examine any material journal entries or other adjusisneade
during the course of preparing the financial statements.

Carry out analytical procedures such as:

(a) comparison of the current figures with those ajrperiods;

(b) review and comparison of key ratios or other peréomre
indicators.

Review the planned extent of reliance on internatrotmin this area
and consider whether this remains appropriate.

Assess whether the initial materiality and/or riskegssment should b
revised in view of the audit evidence obtained. Recordlsetbany
necessary adjustments. Consider the impact on then@enaf the
audit work and on any work undertaken to date.

7 Review for large and/or unusual items and verify.

8 Review of appropriateness and consistency of accountlinjego
used by the entity.

9 Review capitalization policy which is in accordancéhwhe

definition of relevant accounting standards and satefggnition
criteria and lease classification where applicable.
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Test Results Initials
required = satisfactory| W.P Ref  Comments and
Y/N Y/N date

Existence/Completeness

10 Carry out physical inspection of assets including both ouryear
additions and assets purchased in previous years.

(a) Test for existence by selecting items from tisetaegister and
checking back to the physical assets.

(b) Test for completeness by selecting physical asset checking
the quantity counted with the asset register.

(c) Where physical verification has not been undertatetail the
steps carried out to establish that all assets exist.

11 Ensure the completeness of PPE and leased assets by:

(a) examining board minutes

(b) identifying unrecorded liabilities

Ownership

12 (a) Confirm or inspect title deeds to all properties.

(b) Perform land search for properties situated batllp or
overseas.

(c) Inspect lease agreement or obtain direct confiomdrom bank
or other custodian of PPE.

(d) Inspect the motor vehicle registration documentsriator
vehicles owned by the Company.

(e) ifan asset is acquired under a finance lease,estisatr
substantially all the risks and rewards of that aggeinagidental
to its ownership.

Cost and valuation

13 Ensure the entity has accounted for its PPE by adopiengoist

model or the revaluation model.
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Test Results Initials
required = satisfactory| W.P Ref  Comments and
Y/N Y/N date

14 Vouch additions to supporting documentation. Ensure that:
(a) the cost is correctly recorded,
(b) they have been properly authorized;
(c) they are correctly classified;
(d) they are of a capital, not revenue nature;
(e) the value has been correctly computed where thegsaqtrthe
capitalization of items made internally;
() assets acquired were delivered prior to the balaheet date;
(g) assets acquired under finance leases are treatedtltyoim
accordance with provision of relevant standards.
15 Ensure cost has been correctly determined
16 For leases concerning land and buildings consider whether
(a) it is necessary to measure the land and buildiegsesits
separately
(b) any of the exceptions from the need to follow tteatment as
in SLFRSs
(c) proper distinction has been drawn as follows:
land in Sri Lanka and held on long, medium-term and lo
leases
land outside Sri Lanka, freehold and held on long, medium
term and long leases
17 Vouch disposals to available evidence.
Ensure that:
(a) sales proceeds have been correctly accounted for;
(b) profit /loss on disposal has been correctlyudated;
(c) They have been properly authorized;
(d) they have been removed from the fixed asset refjstiag.
18 Where there is a policy of revaluation for a clasassets is that
policy applied consistently to all assets in thatx?as
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Test
required
Y/N

Results
satisfactory
Y/N

W.P Ref

Comments

Initials
and
date

19

Where property, plant and equipment is acquired in exghéor a
non-monetary asset or assets, or a combination oftanyrend
non-monetary asset, ensure that the cost of projmdaiy, and
equipment is measured at fair value unless:

(a) the exchange transaction lacks commercial sudxstar

(b) the fair value of neither the asset received m@masset given
up is reliably measurable.

(c) Ifthe acquired item is not measured at fair vatlsezost is
measured at the carrying amount of the asset given up.

20

Where the valuation model is being applied confirm that:

(a) supporting documentations exists for the valuations asiem
appraisal report or an estimate of fair value using an iecam
depreciated replacement cost approach;

(b) any revaluation increase is credited to equity;

(c) any revaluation decrease is debited first againspi@wous
revaluation surplus and secondly to in the statement of
comprehensive income.

(d) where a revalued asset was disposed of; any relealuat
surplus was transferred to equity and not recycled thrchegh
statement of comprehensive income.

~—

Impairment

21

Consider whether there are any indicators of impaitnvemch
might adversely affect the value of the assets, anarenisat these
have been dealt with in accordance with applicable watowy

standards.
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Test Results Initials
required = satisfactory| W.P Ref Comments and
Y/N Y/N date

(&) Where any such indication exists,
enquire if the entity has estimated the recoverable anadun
assets (i.e. the higher of an asset’s fair valueclessto sell
and its value in use).

(b) Where an increase in carrying value is attributabke t
reversal of previous impairment loss; confirm that the
carrying value (net of depreciation and amortization) choes
exceed the value at which the asset would have beed state
had no previous impairment loss been recognized.

Depreciation

22 Inrespect of the charge to depreciation:

(a) Compare bases and rates of depreciation with agogunt
policy note and ensure consistency.

(b) Have rates been considered for each significabhbp&PE
based on different useful life, rate of consumptioth an
separability etc.

(c) Review the methods applied and consider whetheratteey
appropriate to the pattern of consumption of the assets

(d) Confirm that all assets are being depreciated in daocce
with the company’s accounting policy.

(e) Testthe Reasonableness of depreciation chargeefor t
year/period.

() Ensure that no assets have been Depreciated bythaoréhe
lower of cost or residual value.

() Where leasehold land is treated as a finance lezseibe
lease payments cannot be allocated reliably betweedralach
buildings: ensure that it is amortized / depreciated ser
useful life or a lease term.
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Test
required
Y/N

Results
satisfactory
Y/N

W.P Ref

Comments

Initials
and
date

Foreign Currencies

23 Ensure the entity accounted for foreign currency ti@msas in
accordance with SLFRSs

Presentation and disclosure

24 Confirm that a disclosure checklist will be completedthis year.
Where that is not the case explain how the objectipasing to
disclosure will be achieved.

25 Ensure that there is sufficient appropriate evidenaheffile to
support the disclosures made such as property valuatienispok
value of leased assets and assets pledged as seculidpifaies.

26 Ensure that where assets have been revalued during the yea

(a) the revaluation is accounted for correctly throtighincome
statement or statement of comprehensive income as
appropriate; and

(b) any necessary historical cost information is late for
disclosure purposes.

27 Accumulate information regarding long-term lease comeints
including finance leases (as lessees) and operating l@sses
lessors), such as lease term, monthly rental, exaits,
outstanding principal balances and finance charges etc.

Uncorrected Misstatements

28 ldentify and report all uncorrected misstatements.

Conclusion

29 Consider whether there are any points which need tocheded
in a letter of representation or management letter.




CA Sri Lanka Audit Manual, Volume 3 - SMET

o cAsiluamwitvenlvoumed-swer
SMET 17B- Detall Audit Plan: Intangible Assets

Planning Final

Number of | Are you Comments Initials
Audit objectives \lj\%ié?f'ts fr? atlltstf;]id
satisfy objectives
objective* | have been
met?
1 To ensure that all intangible assets exist 10,11 Yes/No

and the register/listing is complete.
2 To ensure that intangible assets have bd@n 13, 14, 17 Yes/No
valued properly. 16, 17, 18, 1¢
23
3 To ensure amortization and impairment 20, 21, 22 Yes/No
are adequate if applicable.
4 To confirm that all necessary disclosures 24, 25 Yes/No
concerning intangible fixed assets have
been made and that the information is
appropriately presented and described.

Planning conclusion

| am satisfied that from the tests planned sufficigprapriate evidence can be gained to satisfy the

objectives.
Prepared by: Date:
Reviewed by: Date:

Final conclusion

From the audit work carried out | confirm that:

- the work has been performed in accordance with the @etdil plan;

- the work performed and the results obtained have been adiggatumented;

- all necessary information has been collected forpitesentation and disclosure in the financial
statements.

- sufficient and appropriate evidence has been obtained to stippauadit conclusion reached.

- in my opinion intangible assets are fairly stated/ *fagly stated as described below:

Prepared by: Date:

Reviewed by: Date:
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Test Results | W.P Ref Comments  Initials
required | satisfactory and
Y/N Y/N date

General
1  Agree the opening balances to last year’s accounts.
2  Obtain and check, or prepare, a lead schedule for theaturre

year’s figures and reconcile this to the general ledger.
3 Examine any material journal entries or other adjustsneade

during the course of preparing the financial statements.
4  Carry out analytical procedures such as:

(a) comparison of the current figures with those adrpperiods;

(b) review and comparison of key ratios or other peréome

indicators.

5 Review the planned extent of reliance on internatroémin this

area and consider whether this remains appropriate.
6  Assess whether the initial materiality and/or riskeasment

should be revised in view of the audit evidence obtainedofl

details of any necessary adjustments . Consider theciropahe

remainder of the audit work and on any work undertaken to date
7  Review for large and/or unusual items and verify.
8 Review of appropriateness and consistency of accountlimiego

used by the entity.
9 Review capitalization policy to ensure that it imatordance with

relevant standards
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Test Results = W.P Ref Comments |Initials
required | satisfactory and
Y/N Y/N date

Existence

1. Ensure the existence of intangible assets by:

(a) inspecting documents of title e.g. patent, licernse, e

(b) examining evidence of expenditure incurred e.g. purathetsds
for intangible asset separately acquired, acquiretirsaess
combination, internally generated, etc.

Completeness

2. Ensure the completeness of intangible assets by:

(a) assessing whether there was any expenditure that dfeve been
capitalized as intangible assets but expensed in thengco
statement.

(b) reviewing board minutes and

(c) performing search for unrecorded liabilities

Cost/valuation

3. Ensure intangible assets are properly classified under:

(a) Intangible assets with finite useful lives; and

(b) Intangible assets with indefinite useful lives.

4. Ensure sufficient and appropriate reasons are obtairgpmort

indefinite useful life assessments.

5. Ensure the entity has accounted for its intangibletassy adopting

the cost model or the revaluation model

6. Vouch additions to supporting documentation. Ensure that:

(a) cost has been correctly recorded;

(b) they have been added to the intangible asset néligsiag;

(c) they have been appropriately capitalized in the nufieancial
year/period; and

(d) they have been properly authorized.
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Test

required

Y/N

Results
satisfactory
Y/N

W.P Ref

Comments

Initials
and
date

16

Has the cost been correctly determined as follows:

(a) For assets separately acquired: purchase pricampus
directly attributable costs

(b) For assets acquired as part of a business combinfaion:
value at the acquisition date

(c) For assets exchanged and internally generatedantlev
guidance in the standards have been followed.

(d) For assets internally generated:
expenditure incurred and any directly attributable costs.

17

Ensure that expenditure on an intangible item that iwéially
recognized as an expense shall not be recognized as phd
cost of an intangible asset at a later date.

of

18

Vouch disposals to supporting documentation. Ensure that:

(a) any sales proceeds have been correctly accounted for

(b) any profit or loss on disposal has been correctlyulated;

(c) they have been removed from the intangible asggster/
listing;

(d) they should be derecognized in the current financal ye
period; and

(e) they have been properly authorized.

19

Where the revaluation model is being applied for a ohassets
ensure that:

(a) the policy is applied consistently to all assethat class.

(b) revaluation increases and decreases are propeokdssl
and

(c) where arevalued asset was disposed of, any relealuat
surplus was transferred to equity and not recycled thrche

statement of comprehensive income.
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Test Results | W.P Ref,| Comments Initials
required | satisfactory and
Y/N Y/N date

Amortization

20 For intangible assets with finite useful lives:

(@) Compare bases and rates of amortization with adogu
policy note and ensure consistency.

nt

(b) Review the methods applied and consider whetheratteey
appropriate to the pattern of future economic benefits
embodied in the assets.

(c) Confirm that all assets are being amortized im@Ence with
the company’s accounting policy.

(d) Test check calculations or check reasonableness of
amortization charge for the year/period.

(e) Ensure that no assets have been amortized by timemethe
lower of cost or residual value.

21 For intangible assets with indefinite useful lives:

(a) Reviewed each year/period to determine whether eaadts
circumstances continue to support an indefinite usdéul li
assessment for such asset.

(b) If not, amortization shall be tested in step 20.

Impairment

22  Consider whether there are any indicators of impairmelnich

might adversely affect the value of the assets, angrerisat these

have been dealt with in accordance with applicable atoay

standards. In addition, intangible assets with indefinseful lives
and intangible asset not yet available for use musséesaed for

v

impairment annually.
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Test
required
Y/N

Results
satisfactory
Y/N

W.P Ref

Comments

Initials
and
date

Impairment

(a) If the recoverable amount of an asset (i.ehtpeer of an
asset’s fair value less cost to sell and its value &) isdess
than the carrying amount, ensure an impairment lossdes
recognized immediately in profit or loss, unless the asset
carried at revalued amount;

(b) Where an increase in carrying value is attributabke
reversal of previous impairment loss; confirm that the
carrying value (net of amortization) does not exceed the
value at which the asset would have been stated had no
previous impairment loss been recognized.

Foreign Currencies

23 Ensure the entity accounted for foreign currency triose in
accordance with SLFRSs.

Presentation and disclosure

24 Confirm that a disclosure checklist will be completatttis year.
Where that is not the case explain how the objectipasing to
disclosure will be achieved.

25 Ensure that there is evidence on the file to suppedittiosures
made.

Uncorrected Misstatements

26 Identify and report all uncorrected misstatements.

Conclusion

27 Consider whether there are any points which neeel ifechuded
in a letter of representation or management letter.
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SMET 17C- Detail Audit Plan: Investment Properties

Planning Final

disclosures concerning investment
property have been made and that th

information is appropriately presented

and described.

Number of | Are you Comments Initials
o key tests @ satisfied that
Audit objectives which the
satisfy objectives
objective* | have been
met?
1 To establish that investment properties10, 11, 12 Yes/No
exist and the register/ listing is
complete.
2 To establish that investment properties 13 Yes/No
are beneficially owned.
3  To verify that all investment properties 14, 15, 16, Yes/No
are recorded at cost or valuation and| 17, 18, 19,
that the basis is acceptable. 22
4  To confirm that impairment and 20, 21 Yes/No
depreciation is adequately provided for
properties where applicable.
5 To confirm that all necessary 23,24 Yes/No

Planning conclusion

| am satisfied that from the tests planned sufficigprapriate evidence can be gained to satisfy the

objectives.

Prepared by:

Reviewed by:

Final conclusion

From the audit work carried out | confirm that:
the work has been performed in accordance with the detditl plan;
the work performed and the results obtained have been adgogd@atumented;

all necessary information has been collected forptiesentation and disclosure in the financial

statements; and

Date:

Date:

sufficient and appropriate evidence has been obtained to stipp@udit conclusion reached.
in my opinion investment properties are fairly stateait*airly stated as described below.
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Prepared by: Date:

Reviewed by: Date:

* Delete if not applicable.
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Test
required
Y/N

Results
satisfactory
Y/N

W.P Ref

Comments

Initials
and
date

General

1

Agree opening balances to last year’s accounts.

2

Obtain and check, or prepare, a lead schedule for thencyea’s
figures and reconcile this to the general ledger.

3

Examine any material journal entries or other adjusisneade
during the course of preparing the financial statements.

Carry out analytical procedures such as:

(a) comparison of the current figures with those adrpperiods;

(b) review and comparison of key ratios or other peréome
indicators.

Review the planned extent of reliance on internatroémin this
area and consider whether this remains appropriate.

Assess whether the initial materiality and/or risseasment should
be revised in view of the audit evidence obtained. Recdsadlslef
any necessary adjustments. Consider the impact oeitiegder of
the audit work and on any work undertaken to date.

\‘

Review for large and/or unusual items and verify.

Review of appropriateness and consistency of accountlimiego
used by the entity.

Review capitalization policy which is in accordancénwine
definition and satisfy recognition criteria
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Test Results W.P Initials
required | satisfactory Réf Comments and
Y/N Y/N date

Existence/Completeness

10 Carry out physical inspection of investment property inatytoth
current year additions and property purchased in previous.year

11 Where physical verification has not been undertakeail tee
steps carried out to establish that all investment propesxist.

12 Ensure the completeness of investment property by :

(a) examining board minutes and

(b)  identifying unrecorded liabilities

Ownership

13 (a) Confirm or inspect title deeds to all properties.

(b) Perform land search for properties situated batllp or
overseas.

(© Inspect lease agreement or obtain direct confiomdrom
bank or other custodian of investment properties.

Cost and Valuation

14 Ensure the entity has accounted for its investment giydpe
adopting the cost model or the fair value model.

15 Vouch additions to supporting documentation. Ensure that:

(@)  the cost (or deemed cost*) is correctly recorded,

(b)  they have been properly authorized;

(c) they are correctly classified;

(d) they are of a capital, not revenue, nature;

the capitalization of items made internally; and

(e)  the value has been correctly computed where thegsemr

h assets acquired were delivered prior to the balaheet date

16 Ensure cost been correctly determined

17 Ensure the transfers to and from investment properdies been
properly accounted for under applicable accounting standards.
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Test Results Initials
required | satisfactory| W.P Ref | Comments and
Y/N Y/N date

18 Vouch disposals to available evidence. Ensure that:

(a)  sales proceeds have been correctly accounted for;

(b)  profit /loss on disposal has been correctlyudated,

(c) they have been properly authorized;

(d) they have been removed from the asset registiaglis

19 Where the fair value model is being applied confirm that:

(a)  the entity measures all of investment propertiésiravalue;

(b)  supporting documentation exists for the valuation siscn
appraisal report or an estimate of fair value using an iecom
or depreciated replacement cost approach;

(©) any gain or loss arising from a change in fair value
investment property is recognized in profit & loss in the
period in which it arises.

Impairment (Cost model)

20 Consider whether there are any indicators of impairmérich
might adversely affect the value of the assets, arnarenisat these
have been dealt with in accordance with applicable watdow
standards.

(a) Where any such indication exists, enquire if the ety
estimated the recoverable amount of assets (i.e.ghermof an
asset’s fair value less cost to sell and its valuee.us

(b) Where an increase in carrying value is attributable to the
reversal of a previous impairment loss; confirm that th
carrying value (net of depreciation and amortization) choés
exceed the value at which the asset would have beed &tade
no previous impairment loss been recognized.
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Test

required

Y/N

Results
satisfactory
Y/N

W.P Ref

Comments

Initials
and
date

Depreciation (Cost model)

21 Inrespect of the charge to depreciation

(a) Compare bases and rates of depreciation with accounting
policy note and ensure consistency.

(b) Have rates been considered for each significant paissst
based on different useful life, rate of consumptioth an
separability etc.

(c) Review the methods applied and consider whether they ar
appropriate to the pattern of consumption of the assets

D

(d) Confirm that all assets are being depreciated in actoec
with the company’s accounting policy.

la

(e) Test check calculations or check reasonableness of
depreciation charge for the year/period.

(f) Ensure that no assets have been depreciated by motée¢ha
lower of cost or residual value.

-

Foreign Currencies

22 Ensure the entity accounted for foreign currency triose in
accordance with SLFRSs.

Presentation and disclosure

23 Confirm that a disclosure checklist will be completedtfos year.
Where that is not the case, explain how the objestigiating to
disclosure will be achieved.

24 Ensure that there is sufficient appropriate evidencéefile to
support the disclosures made.

Uncorrected Misstatements

28 Identify and report all uncorrected misstatements.

Conclusion

29  Consider whether there are any points which need twchaléed

in a letter of representation or management letter.
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SMET 17D- Detail Audit Plan: Investment in Group

companies (including Associates and Joint Ventures)

Planning Final

Number | Are you | Comments | Initials
of satisfied
Audit objectives key tests | that the
which objectives
satisfy | have been
objective* met?

1 To ensure that the company has good title t 9 Yes/No
all investments in group companies and
associated undertakings.

2 To ensure that investments in group and 10, 11, 12| Yes/No
associated undertakings are valued correctly,
with provision being made for any permanent
diminution in value.

3 To ensure that inter-company balances are 12 Yes/No
correctly recorded and adequate allowance for
impairment and or uncollectibility has been
made for any irrecoverable balances.

4  To ensure that investments in group compani#4, 15, 16| Yes/No
and associated undertakings are accounted for
correctly.

5 To confirm that all necessary disclosures 17,18 Yes/No
concerning investments in group companies
and associated undertakings have been made
and that the information is appropriately
presented and described.

(@]

Planning conclusion
| am satisfied that from the tests planned sufficigprapriate evidence can be gained to satisfy the

objectives.
Prepared by: Date:
Reviewed by: Date:

Final conclusion

From the audit work carried out | confirm that:

- the work has been performed in accordance with the @etdil plan;

- the work performed and the results obtained have been adiggatumented:;

- all necessary information has been collected forptiesentation and disclosure in the financial
statements.

- sufficient and appropriate evidence has been obtained to stippauadit conclusion reached.
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- iIn my opinion investments in group companies are faidyest/ *not fairly stated as described

below.
Prepared by: Date:
Reviewed by: Date:

* Delete if not applicable.
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Test
required
Y/N

Results
satisfactory
Y/N

W.P Ref

Comments

Initials
and
date

General

1 Agree opening balances to last year’s accounts.

2 Obtain and check, or prepare, a lead schedule for thenxtyear’'s
figures and reconcile this to the general ledger.

3 Examine any material journal entries or other adjusisneade during
the course of preparing the financial statements.

4 Carry out analytical procedures such as:

(a) comparison of the current figures with those adiperiods;

(b) review and comparison of key ratios or other peréoe indicators.

5 Review the planned extent of reliance on internatroémin this area an
consider whether this remains appropriate.

6 Assess whether the initial materiality and/or riskessment should be
revised in view of the audit evidence obtained. Recordlsetbany
necessary adjustments. Consider the impact on therm@enaf the audit
work and on any work undertaken to date.

7 Review for large and/or unusual items and verify.

8 Review of appropriateness and consistency of accountlivjegaised
by the entity.

Ownership/existence

9 Inspect share certificates, or obtain confirmatioawifiership from third
party.

Cost/valuation

10 Vouch all current period/ year additions to supporting docuri@mta

Obtain a copy of the latest management/auditeclat€@nd asses
the value of the investment in their light.

S

11 (a)
(b) Obtain the market value at the reporting datergvtige investee
companies are listed.

12 Where an investment in a subsidiary is held forledsave the provision

[72)

of relevant standard been applied?
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Test Results Initials
required | satisfactory W.P Ref | Comments, and
Y/N Y/N date

Inter-company balances

13 (a) Ensure that all inter-company balances agree teefipective
accounts of those companies at the year end.

(b) Obtain confirmation where there any group companieseir
audited by the Firm.

(c) Consider the recoverability of amounts owed byigrecompanies at
the reporting date, and assess if adequate allowanoedairment
and/ or uncollectibility has been made.

Accounting treatment

14 Review the accounting treatment of all subsidiaassgciates and joint
ventures and ensure that this is in accordance withamtlestandards.

Foreign currencies

15 Ensure the entity accounted for foreign currency tciioses in
accordance with SLFRSs

16 Confirm that all monetary assets/ liabilities haverbeanslated at the
closing rate.

Presentation and disclosure

17 Confirm that a disclosure checklist will be completadtiis year.
Where that is not the case explain how the objectiplasing to
disclosure will be achieved.

18 Ensure that there is sufficient appropriate evidendbefile to support
the disclosures made in respect of investments in grouparues

Uncorrected Misstatements

28 Identify and report all uncorrected misstatements.

Conclusion

29 Consider whether there are any points which need tocheded in a
letter of representation or management letter.
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SMET 17E- Detail Audit Plan: Other Investments
Audit objective

Number | Are you Comments Initials

of Satisfied
key tests | that the
which objectives
satisfy have been

objective* | met?
1 To ensure that the company has good title to all 8, 9

. Yes/No
investments.

2 To ensure that investments are valued correctl, 11, 12,
with provision being made for any permanent13, 14 Yes/No
diminution in value.

3 To ensure that all income from investments has 15

Yes/No

been accounted for.

4 To ensure that investments and other instruments 16
are properly classified as either fixed or current Yes/No
assets and treatment is consistent.

5 To confirm that all necessary disclosures 17, 18
concerning investments have been made and|that ves/No

the information is appropriately presented and
described.

Planning conclusion
| am satisfied that from the tests planned suffici@prapriate evidence can be gained to satisfy the

objectives.
Prepared by: Date:
Reviewed by: Date:

Final conclusion

From the audit work carried out I confirm that:

- the work has been performed in accordance with the @etdi plan;

- the work performed and the results obtained have been adiggatumented:;

- all necessary information has been collected forpitesentation and disclosure in the financial
statements;

- sufficient and appropriate evidence has been obtained to stippauadit conclusion reached; and

- in my opinion other investments are fairly stated/ *faaly stated as described below.
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Prepared by: Date:

Reviewed by: Date:

* Delete if not applicable.
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Test
required
Y/N

Results
satisfactory
Y/N

W.P Ref

Comments

Initials
and
date

General

1

Agree opening balances to last year’s accounts.

2

Obtain and check, or prepare, a lead schedule for thencyea’s
figures and reconcile this to the general ledger.

3

Examine any material journal entries or other adjusisneade during
the course of preparing the financial statements.

Carry out analytical procedures such as:

(a) comparison of the current figures with those ofrgperiods;

(b) review and comparison of key ratios or other perfowea
indicators.

Review the planned extent of reliance on internatrotmin this area
and consider whether this remains appropriate.

Assess whether the initial materiality and/or risseasment should be
revised in view of the audit evidence obtained. Recordlsetbany
necessary adjustments. Consider the impact on then@enaf the
audit work and on any work undertaken to date.

7

Review for large and/or unusual items and verify.

Ownership

8

Inspect documents of title such as share certificEtesure that:

(a) details are correctly recorded including name, numbehares,
type of shares (or equivalent information if not shargel);

(b) the instrument is in the company name;
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Test Results Initials
required | satisfactory) W.P Ref| Comments and
Y/N Y/N date

(c) where the company is not the registered owner suethare
employees of the company hold a nominee interest confir
- the company has a signed declaration from the sesdpe
stating that he/she does not beneficially own theeaster
- a blank signed share transfer form or equivalent exists
(d) all documents of title are held in a secure place;

(e) examine stamped bought and sold notes, stamped instrurhents o
transfer or other data supporting transactions such &srsro
advices;

9 Consider obtaining written confirmation where documentsle are
held by a third party.
Cost/valuation

10 Vouch additions to supporting documentation. Ensure tleat th

(a) Ccost;

(b) company name; and

(c) number of shares have been correctly accounted for.

11 Vouch disposals to supporting documentation: Ensure that:
(a) sales proceeds have been correctly accounted for;
(b) profit/loss on disposal has been correctly conghute
(c) transactions have been properly authorized.
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Test
required
Y/N

Results
satisfactory
Y/N

W.P Ref

Comments

Initials
and
date

12 For listed investments:

(a) check the market values;

(b) consider whether any provision for diminution in vatie
necessary.

13 For unlisted investments:

(a) obtain a copy of the latest accounts or othemseé&considering
valuation;

(b) consider whether any provision for diminution in vatie
necessary.

14 Check that we have sufficient evidence regarding the wrafuaf any
long term investments.

Income

15 Refer to the available evidence (e.qg., dividend slips)caedk that
income and approved income have been correctly account@dBor
dates of disposal and acquisition)

Presentation and disclosure

16 Consider the nature of investments held and whetherhiney been
correctly classified and their treatment consistent.

17 Confirm that a disclosure checklist will be completedtfos year.
Where that is not the case explain how the objectipasing to
disclosure will be achieved.

18 Check that we have sufficient evidence regarding thdodigie of any
complex financial instruments.

Uncorrected Misstatements

28 ldentify and report all uncorrected misstatements.

Conclusion

29 Consider whether there are any points which need tocheded in a
letter of representation or management letter.
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SMET 17F- Detail Audit Plan: Inventories

Planning Final

Number of | Are you Comments | Initials

o key tests | satisfied
Audit objectives il tiet that the

satisfy | objectives
objective* | have been
met?

Yes/No

1 To ensure that the company has good title 8, 9, 10
to inventories.
To ensure that all inventories exist. 11, 12,13 Yes/No
3 To ensure that inventories have been 14, 15, 22
valued correctly, consistently and in
accordance with applicable legislation and
accounting standards.
4  To ensure that full provision has been 16, 17, 18,
made for all damaged, obsolete or slow 19, 20 Yes/No
moving inventories.
5 To ensure that cut-off has been strictly 21
applied.
6 To confirm that all necessary disclosures 23, 24
concerning inventories have been made
and that the information is appropriately
presented and described.

N

Yes/No

Yes/No

Yes/No

Planning conclusion
| am satisfied that from the tests planned sufficigprapriate evidence can be gained to satisfy the

objectives.
Prepared by: Date:
Reviewed by: Date:

Final Conclusion

From the audit work carried out I confirm that:

- the work has been performed in accordance with the @etdil plan;

- the work performed and the results obtained have been adiggatumented:;

- all necessary information has been collected forpiesentation and disclosure in the financial
statements;

- sufficient and appropriate evidence has been obtained to stippauadit conclusion reached; and

- in my opinion inventories are fairly stated/ *not faiskated as described below.
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Prepared by: Date:

Reviewed by: Date:

* Delete if not applicable.
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Test Results Initials
required  satisfactory W.P Ref Comments and
Y/N Y/N date

General
1 Agree opening balances to last year’s accounts.

2 Obtain and check, or prepare, a lead schedule for thencyea’s
figures and reconcile this to the general ledger.

3 Examine any material journal entries or other adjustsn@ade during
the course of preparing the financial statements.

4 Carry out analytical procedures such as:
(a) comparison of the current figures with those ofrgperiods;

(b) review and comparison of key ratios or other perfowcaa
indicators.

5 Review the planned extent of reliance on internatroémin this area
and consider whether this remains appropriate.

6 Assess whether the initial materiality and/or riskeasment should be
revised in view of the audit evidence obtained. Recordlsetbany
necessary adjustments. Consider the impact on then@enaf the
audit work and on any work undertaken to date.

7 Review for large and/or unusual items and verify.

Ownership

8 Enquire if any of the inventories are held on behathiodl parties and
ensure that such items are excluded from the accountseWtagerial,
obtain confirmation from the third party.

9 Where inventories are held by third parties on behalf oétinepany:
(a) obtain certificates where amounts are mateaiad,

(b) consider matters as required by the auditing standards.
10 Consider whether any inventories held on consignment haes| b

accounted for.
Existence
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Test Results Initials
required  satisfactory W.P Ref Comments and
Y/N Y/N date

11 Complete the physical inventory counting programme,(SMET. 171)

Trace all items selected at the count to the fina¢maery listings, and,

where appropriate, internal inventory records. Obtain espians for

any differences.

12 Select a sample of items from the final inventorynigst and trace to

the copies of the rough inventory listings taken during theigdilys

inventory counting.

13 Where there are material inventories that have ewt physically

verified at the year-end physical inventory counting:

(a) take or observe some physical counts on an aite¥riate and,
where necessary, perform audit procedures on intervening
transactions.

(b) specify below any other audit work required to veeikistence.

Valuation
14 Test the additions and extensions of the final invenistigds.
15 Ascertain the method used for valuing inventories anddmms
whether:
(a) It has been correctly applied.
(b) Itis an acceptable basis of valuation under appéclalislation
and accounting standards.
(c) Itis consistent with previous years and with the gany’s
accounting policy.




CA Sri Lanka Audit Manual, Volume 3 - SMET

Test Results Initials
required | satisfactory W.P Ref Comments and
Y/N Y/N date

Provisions

16 Obtain details of the basis for making provisions anerdene if it is
both adequate and consistent.

17 Where the client determines the provision on the basisormula
consider whether:

(a) it is appropriate for the nature of business;
(b) it is consistent;
(c) it has been accurately applied;
(d) where the formula relies on the age of the inwuegdgpcheck to
ensure that the ageing is accurate.
18 Review the inventory listings and ensure that any itdengtified as
damaged, slow moving or obsolete have been correctliewatown.
19 Review all inventories and consider whether any furthengoovis
necessary:
(a) whether production levels are falling;
(b) whether inventory levels are high in comparisoartters receivec
and anticipated demand;
(c) any fluctuations in cost or selling price;
(d) any likely change in technology or market demands.
20 Select a sample of inventories and compare codte tetling price les
expenditure necessary for realization.

(&) Lines need to be examined individually. Losses on onecéineot
be set off against profits on another.

[

(b) Where a provision is made on a finished product congitiether
any provision should be made against unfinished units and
materials used in the process.




CA Sri Lanka Audit Manual, Volume 3 - SMET

assurance as to the accuracy of the year end cut-off.

Test Results Initials
required = satisfactory| W.P Ref  Comments and
Y/N Y/N date
NB Expenditure necessary for realizing inventories should include a
proportion of marketing, selling and distribution expenses as well
as an allowance for scrap and reworking costs.
Cut-off
21 Review the results of the tests on cut-off carried @uttrade
receivables and payables and ensure they provide adequate

Foreign currencies

22 Ensure that the entity accounted for foreign curreraysactions
in accordance with SLFRSs.

Presentation and disclosure

23 Confirm that a disclosure checklist will be completed this
year. Where that is not the case explain how thectbges
relating to disclosure will be achieved.

24 Ensure that there is sufficient appropriate evidencéherfile to

payments on account.

support the disclosures made such as replacement value or

Uncorrected Misstatements

28 ldentify and report all uncorrected misstatements.

Conclusion

29 Consider whether there are any points which need tochedad

in a letter of representation or management letter.
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SMET 17G- Detail Audit Plan: Physical Inventory Counting

Nature of test:

Test
required
Y/N

Results
satisfactory
Y/N

W.P Ref

Comments

Initials
and
date

General

1 Record the following details for each location visited:

(@)

location(s) being counted;

(b)

date(s) of count and attendance,;

(c)

types of inventories held at location;

(d)

approximate value of inventories by category at lonatio

(€)

details of any inventories at locations not coveretthéyount and any
alternative method used to verify their existence;

(f)

brief description of the procedures adopted,;

(9)

names of client staff counting;

(h)

names of audit staff taking part.

2 Ascertain and note whether:

(@)

the teams were properly briefed prior to commenciagtiunt;

(b)

the teams only include people who are not resporfsibtée storing
and recording of inventories;

(c)

inventories were counted by teams of two (one cogirima one
checking and recording);

(d)

the teams were asked to identify damaged, slow moviobsmiete
inventories;

(€)

the teams were made aware of any inventories hdddlwalf of third

parties and these were excluded from the count.
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Test
required
Y/N

Results
satisfactory
Y/N

W.P Ref

Comments

Initials
and
date

Inventory Counting

3

Determine whether:

(a) the teams were counting and recording accurately;

(b) the counts were being controlled to ensure that\ahtories
were counted and only once,;

(c) there was adequate control over inventory listtogansure
that they are all accounted for (e.g., pre-numbered).

Where serially numbered sheets are used, record the raiofizdr
sheets used at the end of the count.

Select a sample of items from completed inventohests and
check to ensure that the number has been recorded pr¢poadge
should be followed through to final inventory listings at fihal
audit).

Count a sample of inventories and ensure that they have bee
recorded properly on the final inventory listings.

Where possible, copy or extract details of a sanfpleugh
inventory listings for checking at the final audit.

Where inventories are valued at selling price less markeaprd
the shelf price of a number of inventories.

Ascertain whether any inventories are held on behaltloifd
party. Where applicable ensure that they have been selparat
identified and excluded from the count.

10

Ascertain whether any inventories are held on consignrassure,
where appropriate, a full record is made.

11

Note any old or damaged inventories during the count. Ensure
they are marked as such on the final inventory listings.

that
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Test Results Initials
required @ satisfactory W.P Ref Comments and
Y/N Y/N date

Cut-off

12 Ensure that no movements in or out took place during thegatysj
inventory counting.

13 Record details of the last goods dispatch number andghgdads
received note number to follow up at the final audit.

Other work

14 Note any instances of the client's procedures not betigfasaorily
carried out or any other weaknesses that should be brtughe
attention of management.

15 Perform any other procedures that would normally beethiout at
the physical inventory counting;

(a) Select a sample of assets for verificatiomfithe fixed asset

register.

(b) Undertake a cash count.

(c) Other (specify):

Conclusion

16 Write a report on the physical inventory counting concludingt®
accuracy and our ability to rely on it.
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SMET 17H- Detall Audit Plan: Trade & Other Receivables

Planning Final

Number of | Are you Are you
Audit obiect key tests Satisfied Satisfied
udit objectives which that the thatthe = Comments | ..
. " - Initials
satisfy objectives | objectives
objective* | have been have been
met met?

1 To ensure that trade receivables, 10, 11, 12,
are due at the value recorded.[13, 14, 15, 1¢ Yes/No

17, 28, 29
2 To ensure that adequate
allowance fo_r _|r_npa|rment and 18 19 Yes/No
/or uncollectibility has been
made for all receivables.
3 To ensure that proper cut-offs 20 Yes/No

has been made.

4 To ensure that prepayments and
loan receivables (including staftl, 22, 23, 2/
and directors) are properly 25, 26, 27
valued, classified, and verified.

5 To confirm that all necessary
disclosures concerning
receivables have been made
and that the information is
appropriately presented and
described.

Yes/No

30, 31, 32, 33 Yes/No

Planning conclusion
| am satisfied that from the tests planned sufficigprapriate evidence can be gained to satisfy the

objectives.
Prepared by: Date:
Reviewed by: Date:

Final conclusion

From the audit work carried out | confirm that:

- the work has been performed in accordance with detail plaah;

- the work performed and the results obtained have been adiggatumented:;

- all necessary information has been collected forptiesentation and disclosure in the financial
statements;

- sufficient and appropriate evidence has been obtained to stippauadit conclusion reached; and

- in my opinion trade and other receivables are fairlyestfanot fairly stated as described below.
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Prepared by: Date:

Reviewed by: Date:

* Delete if not applicable.
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Test Results Initials
required satisfactory) W.P Ref | Comments and
Y/N Y/N date

General
1 Agree opening balances to last year’s accounts.

2 Obtain and check, or prepare, a lead schedule for thencyea’s
figures and reconcile this to the general ledger.

3 Examine any material journal entries or other adjustengde
during the course of preparing the financial statements.

4 Carry out analytical procedures such as:
(a) comparison of the current figures with those of prioiquks;

(b) review and comparison of key ratios or other performance
indicators.

5 Review the planned extent of reliance on internalodsin this
area and consider whether this remains appropriate.

6 Assess whether the initial materiality and/or riskeassent should
be revised in view of the audit evidence obtained. Recdsadlslief
any necessary adjustments. Consider the impact oetfender of
the audit work and on any work undertaken to date.

7 Review for large and/or unusual items and verify.

g8 Review of appropriateness and consistency of accountingesol
used by the entity.

Cost/existence

g9 Obtain or prepare an aged list of balances and testtts.

10 Agree the aged list of balances to the control acc@istiain
explanations for all material adjustments to the adm@tccount.
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Test
required
Y/N

Results
satisfactory
Y/N

W.P Ref

Comments

Initials
and
date

11

Perform a circularization of trade receivables.

(a) Select a sample of accounts for confirmatiomfeocomplete list
of balances (include nil and credit balances where iy
Record the details on the standard working paper.

(b) Confirm with client the receivables you wish tocualarise.

(c) Obtain explanations where the client does rantwou to
circularize particular balances and consider alterngtiveedures
that can be applied.

(d) Consider whether the refusal to allow circular@aof particular
balances will impose a limitation of scope on the &udi

(e) Send the confirmation requests. Enclose a prepa&lope for
return to the firm. Ensure the reply part of the le8garoperly
referenced.

( Record replies on the control sheet.

(@) Where replies are not received within a reasoradiied send a
follow-up letter.

(h) Follow the alternative procedures for any unfavoredgponses o
where no response obtained.

[

()  Summarise the results and consider whether adegqudie
comfort has been obtained for trade debtors.

12

Where circularization has not been carried outselsample of trade
receivables or where unsatisfactory results are olta@iaey out
alternative procedures.

(a) Examine the ledger for cash after date;

(b) For unpaid items inspect proof of delivery or dispattholsuch
documentation is available, inspect the sales invoice stipgc
them; and

(c) Review correspondence files for items in (b) tedeine whether

any disputes exist.




CA Sri Lanka Audit Manual, Volume 3 - SMET

Test Results Initials
required | satisfactory] W.P Ref | Comments  and
Y/N Y/N date

13 List all credit balances over LKR and obtain exgtarsat

14 If the entity has retained substantially all thé&siand rewards of
ownership of any transferred assets (e.g. discountedfadtered
trade receivables), ensure the entity continues recogrsatigassets
as receivables and that a financial liability is receedifor the
consideration received.

15 Trade receivables are normally treated as 'loans art/adtes’
under LKAS 39 and carried at amortized cost using the eféecti
interest rate method. Where this is not the case eisat the
presentation is in accordance with SLFRSs.

16 If trade receivable are classified as "loans and rec&sabl
(a) Ensure that they are carried at amortized cdbeitalance

sheet;

(b) Identify if there is objective evidence that alraeceivable or
group of trade receivables is impaired after individual
assessment of trade receivables that are individuglyfisant
and collective assessment of trade receivables thaitodr
individually significant; and

(c) Consider the estimates of "Present value ahastd future cash
flow" in determining the amortized cost by reference to Sri
Lanka Auditing Standards.

17 Check whether any gain or loss arising from a changarivédlue is
recognized in the income statements for the period inhwiharises.

18 Review ledger accounts and obtain a list of any debtshaidmces:
(&) not paid within ... ... ... ... months of the period end;

(b) in excess of their credit limit;

(c) inthe hands of liquidators or receivers;

(d) inthe hands of lawyers for collection.
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Test
required
Y/N

Results
satisfactory
Y/N

W.P Ref

Comments

Initials
and
date

19 Compare the client’s allowance for uncollectibility toade
receivables with the list completed under 18 above ansidemits
adequacy. Obtain explanations for and justify any mataciedunts
omitted from the client’s list.

Cut-off

20 Cut-off testing is covered BMET 17Q.

Prepayments

Obtain a list of items included as prepayments:

(a) Test mathematical accuracy;

(b) Vouch all tems over LKR by reference to the casbikband
invoices;

(c) Compare the list in detail to last year's and emquito any major
differences;

(d) Review the cash book, general ledger and profit andhtmssunt
and ensure that all likely prepayments are included; and

(e) Review for reasonableness and verify significantiuaugems,
comparing with last year and expectations.

Deposits

Obtain a list of deposits and perform the following prhoes:

(a) Ascertain the nature of the deposits and sight depeseipts
ensure that they are:
current;
originals;
in the name of the entity; and
in the correct amount.

(b) Consider the outstanding amount of contract suralation to the
deposits paid for assets as capital commitments.

(c) Consider whether any allowance for impairment amd /
uncollectibility is necessary (see question 19).
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Test
required
Y/N

Results
satisfactory
Y/N

W.P Ref

Comments

Initials
and
date

Bills receivables

23 Obtain or prepare a list of bills receivables and perfdnfollowing
procedures:

(@)

Obtain banking facilities letter to see if suctiliées have been
granted by bank;

(b)

Obtain a list of bills receivable balances;

(€)

Check details of bills receivable balances to hifisesnents;

(d)

Check the bills receivable balances to bank confirmation;

(e)

Check subsequent settlement of bills receivable edandank
statements; and

(f)

Consider whether any allowance for impairment aod /
uncollectibility is necessary (see question 19).

Other receivables

24 Obtain or prepare a list of other receivables:

(a)

Vouch material items to supporting documentation;

(b)

Compare with previous year and enquire into majéereinces;

(€)

Ensure that other receivables are carried at amdrtost if they
are classified as "loans and receivable"

(d)

Consider whether any allowance for impairment aord /
uncollectibility is necessary (see question 19); and

(e)

Obtain confirmation from independent third party.

Loan receivable

25 Ensure that no loans have been made to directors unlégs this
provisions of applicable legislation.

26 For loans made in the year:

(a)

Obtain confirmations of loans receivable;

(b)

Verify for loans in existence at the year eratth

- security exists and is in the hands of the company;
- the value of security is adequate;
- any provision against loans is adequate; and

- confirmations relating to the loans agree withldaknces.
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Test Results Initials
required = satisfactory| W.P Ref | Comments and
Y/N Y/N date
(c) Check that loans granted during the year are properly azedori
(d) Check that loan repayments are received on the due date an
correctly recorded; and
(e) Check that interest on loans receivable is:
- correctly recorded,
- received on the due dates; and
- correctly accrued at the year end
(f) Consider whether any allowance for impairment and / or

uncollectibility is necessary (see part 19).

Long-term receivables/retentions

27 Where a receivable, or portion thereof is recoverafbde more than
one year, consider:

(@)

whether any allowance for impairment and / or uncolbéddii is
necessary;

(b)

whether adequate disclosure has been made,;

(c)

whether the receivable is properly accounted for undevaete
SLFRSs unless the fair value effect is immaterial; and

(d)

whether a gain or loss arising from a change in tihevédue is
recognized in the income statements for the period inhwihic
arise.

Foreign

Currencies

28 Ensure the entity accounted for foreign currency tramsecin
accordance with SLFRSs

29 Confirm that all monetary assets have been transdtde: closing

rate.
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Test Results Initials
required = satisfactory| W.P Ref  Comments and
Y/N Y/N date

Presentation and disclosure

30 Confirm that a disclosure checklist will be completed this year.
Where that is not the case explain how the objectredsting to
disclosure will be achieved.

31 Ensure that there is sufficient appropriate evidencehenfile to
support the disclosures made.

32 Review transactions and balances with directors anagreriey are
properly presented as related party transactions.

33 Ensure that any factored debts have been accounted for in
accordance with the substance of the agreement.

Uncorrected Misstatements

34 ldentify and record all uncorrected misstatements.

Conclusion

35 Consider whether there are any points which need todhedeed in a

letter of representation or Management letter.
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SMET 171- Detail Audit Plan: Cash & Bank Balances

Planning Final
Number of | Reference Are you
key tests | to bespoke Satisfied
which teststo be thatthe | Comments

Audit objectives

satisfy | carried out| objectives Il
objective* have beer
met?

1 To establish that all bank

balanpes and overdrafts have 9 10, 17, 18 ves/No

been included at the correct

amount.
2 To ensure that bank balances ajnqll 12 13 Yes/No

overdrafts are correctly disclosed.” ™ ~’

3 To ensure that cash balances are; 4,15, 16,

genuine and have been included Yes/No
17,18
at the correct amount.
4 To confirm that all necessary
disclosures concerning bank and
cash balances have been made 19. 20, 21 Yes/No

and that the information is
appropriately presented and
described.

Planning conclusion
| am satisfied that from the tests planned sufficigprapriate evidence can be gained to satisfy the

objectives.
Prepared by: Date:
Reviewed by: Date:

Final conclusion

From the audit work carried out | confirm that:

- the work has been performed in accordance withude& programme;

- the work performed and the results obtained have deouately documented,;

- all necessary information has been collectedhempresentation and disclosure in the financial
statements;

- sufficient and appropriate evidence has been obtained to stimpaudit conclusion reached; and

- in my opinion (subject to matters highlightedB®or B8)* bank and cash are fairly stated/ *not
fairly stated as described below.
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Prepared by: Date:

Reviewed by: Date:

*Delete if not applicable.
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Test Results Initials
) ) W.P
required | satisfactory Ref Comments and
Y/N Y/N date
General
1 Agree opening balances to last year’s accounts.
2 Obtain and check, or prepare, a lead schedule for thenxtyea’s
figures and reconcile this to the general ledger.
3 Examine any material journal entries or other adjustsn@made during
the course of preparing the financial statements.
4 Carry out analytical procedures such as:

(a) comparison of the current figures with those afipgperiods;

(b) review and comparison of key ratios or other perémee indicators

D.

5 Review the planned extent of reliance on internatrotmin this area
and consider whether this remains appropriate.

6 Assess whether the initial materiality and/or riskegssment should be
revised in view of the audit evidence obtained. Recordlsetbany
necessary adjustments. Consider the impact on then@enaf the audit
work and on any work undertaken to date.

7 Review for large and/or unusual items and verify.

8 Review of appropriateness and consistency of accountlinjegaised

by the entity.

Valuation and existence

9

Obtain bank confirmations for all bank accounts opematime during
the year

10 Obtain or prepare bank reconciliations for all accewntd verify:

(a) Check bank balances to bank statement and bankmatdin;

(b) Check cash book balance to general ledger;

(c) Check casting of the reconciliations;

(d) Check a sample of uncleared items through to the new period
(noting dates). Obtain reason where any item has takged than
expected to clear; and

(e) Obtain explanations and substantiate all agieists on the bank

reconciliations.
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Test
required
Y/N

Results
satisfactory
Y/N

W.P Ref

Comments

Initials
and
date

11 Ensure that all matters dealt with in the bank confiromat have been
referenced to the relevant schedule/sections.

12 Ensure that bank balances and overdrafts are only nefftedhere a
formal right of set-off exists.

13 Ensure that the company has not exceeded any restrictidnsri@wing
powers imposed in the Articles of Association or amnlagreement.

Cash

14 For businesses receiving cash income, ensure unbankedstddafore
and after the year end have been accounted for in thectperiod.

15 For businesses receiving cash income, ensure that all kethéakings
at the year end have been timeously banked in the névdper

16 Obtain certificates for all cash balances not calinte

Foreign Currencies

17 Ensure the entity accounted for foreign currency tramsac in
accordance with SLFRSs.

18 Confirm that all monetary assets have been transgtdt closing rate.

Presentation and disclosure

19 Confirm that a disclosure checklist will be complefed this year.
Where that is not the case explain how the objectretsting to
disclosure will be achieved.

20 Ensure that there is evidence on the file to supgatisalosures made.

21 Review the bank confirmations and correspondence and ¢hatral
necessary disclosures have been made.

Uncorrected Misstatements

22 ldentify and record all uncorrected misstatements

Conclusion

23 Consider whether there are any points which need toched@d in a
letter of representation or management letter
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SMET 17J- Detall Audit Plan: Equity

Number Reference, Are you | Comments| Initials
L of to bespoke satisfied
Audit objectives key tests | teststo be that the
which | carried out objectives
satisfy have been
objective* met?
1 To ensure that the statutory record®, 10, 11, Yes/No
have been properly maintained andl2, 13, 14,
are up-to-date. 15
2 To ensure that any changes in 20, 21, 22, Yes/No
stated capital are supported by 23,29
appropriate resolutions and are
properly reflected in the financial
statements.
3 To ensure that capital instruments 16, 17, 18, Yes/No
and the related interest or dividend49, 24, 25,
are properly presented in 26, 27, 28,
accordance with the substance of 29
the arrangements.
4  To confirm that all necessary 29, 31 Yes/No
disclosures concerning reserves and
other statutory information have
been made and that they are
appropriately presented and
described.

Planning conclusion
| am satisfied that from the tests planned suffici@prapriate evidence can be gained to satisfy the

objectives.
Prepared by: Date:
Reviewed by: Date:

Final conclusion
From the audit work carried out | confirm that:

- the work has been performed in accordance withude& programme;

- the work performed and the results obtained have deouately documented,;

- all necessary information has been collectedhempresentation and disclosure in the financial
statements;

- sufficient and appropriate evidence has been obtained to stimpaudit conclusion reached; and

- in my opinion stated capital and reserves aré§y/fstiated/ * not fairly stated as described below.
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Prepared by: Date:

Reviewed by: Date:

* Delete if not applicable.
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Test Results Ref/ Initials
required satisfactory| W.P Ref Comments and
Y/N Y/N date

General

1 Agree opening balances to last year’s accounts.

2 Obtain and check, or prepare, a lead schedule for thenxtyear’s
figures and reconcile this to the general ledger.

3 Examine any material journal entries or other adjustsneade
during the course of preparing the financial statements.

4 Carry out analytical procedures such as:

(&) comparison of the current figures with those adrperiods;
(b) review and comparison of key ratios or other peréome
indicators.

5 Review the planned extent of reliance on internatrotmin this area
and consider whether this remains appropriate.

6 Assess whether the initial materiality and/or riskessment should be
revised in view of the audit evidence obtained. Recordlsetbany
necessary adjustments. Consider the impact on then@enaf the
audit work and on any work undertaken to date.

7 Review for large and/or unusual items and verify.

8 Review of appropriateness and consistency of accountlinjego
used by the entity.

Statutory records

9 Perform company search and obtain copies of stattgooyds for
this period.

10 Obtain a copy of the Memorandum and Articles of Assiomn
("M&A").

11 Inspect original statutory records for this period andouih¢ date of
auditor's report.
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Test Results Ref/ Initials
required | satisfactory| W.P Ref Comments and
Y/N Y/N date

12 Ensure that all changes in directors and secretariethaim interests in
shares or debentures have been properly authorized aneldeinterthe
relevant register.

13 Ensure that all charges have been entered into the melegaster.

14 Agree details in the share/director/charges register to

(a) the financial statements;

(b) the annual return; and

(c) the directors’ report.

15 Review minutes for:

(a) proper approval and authorization for additions, delpps
impairment loss provided and reversal of impairment losassets
during the year;

(b) major contracts or capital commitments;

(c) changes in stated capital,

(d) dividend proposed and distribution;

(e) changes in directorship, secretary, shareholding;

() proper approval and authorization for loan advanoenf to; and

(g) other matters that may affect the audit.

Dividends

16 Where a dividend is proposed or has been paid in the peoodjder
whether the distribution is properly authorized and patdbé profits:

(@) check calculation and the payment for cash dividand

(b) ensure proper amount has been transferred fromedtprofits to
the stated capital accounts for stock dividend

17 Where a dividend is illegal consider whether:

(a) this is adequately disclosed in the accounts; and

(b) a debtor or contingent asset should be shown.

18 Have interest, dividends, losses or gains relating twaadial instrument
or a component that is a financial liability been igraeed as income or

an expense in the income statement?
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Test
required
Y/N

Results
satisfactory
Y/N

W.P
Ref

Ref/
Comments

Initials
and
date

19 Have distributions to holders of equity instruments bdeloited directly
to equity?

Stated capital

20 Check authorized share capital with M & A or resolutiondubsequent
increase.

21 Record details of any changes in stated capital in thisgpand ensure
that these have been properly authorized and reflectad imancial
statements.

22 Check evidence for receipt of consideration for sharegdss the
period.

23 For capital instruments issued in the period, have tlorsadir
components) been classified on initial recognition txsaancial liability,
a financial asset or an equity instrument in accordasittethe substance
of the contractual arrangement and the definitions ofen€ial liability,
a financial asset and an equity instrument?

v

Share-based payments

24 Ensure share-based payment are verified and properly aeddontn
accordance with SLFRSs

Other financial instruments

25 Have the different components of compound financialunsénts been
classified separately as financial liabilities, finahessets or equity
instruments in accordance with SLFRSs?

26 When a derivative financial instrument gives one paxck@ce over
how it is settled has it been treated as a finaasisét or a financial
liability except where all of the settlement alteivees would result in it
being an equity instrument?

Reserves

27 Review schedule of all movements in reserves.

(&) Ensure that transfers between reserves are tigrtegated and
authorized.

(b) Ensure that the treatment in the financial statgmis correct.
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Test Results Ref/ Initials
required | satisfactory, W.P Ref and
YIN YIN comments  yate

(c) Ensure prior-year adjustment are properly reflertéde reserve

Foreign currencies

28 Ensure the entity accounted for foreign currency trdmsain
accordance with SLFRSs

Control

29 Ascertain details of the ultimate controlling partyr@guired by LKAS
24 and ensure that correct disclosure is made in the finataiaments.

Uncorrected Misstatements

30 Identify and record all uncorrected misstatements

Conclusion

31 Consider whether there are any points which need tocheded in a
letter of representation or management letter.
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SMET 17K- Detail Audit Plan: Long term Loans & deferred

iIncome

Planning Final

Audit objectives

Number
of

key tests
which

Reference
to bespoke
tests to be
carried out

Are you
Satisfied
that the
objectives

Comments

Initials

have been
met?
Yes/No

satisfy

objective*

1 To ensure that all material loans| 9, 10, 11,
have been correctly accounted forl2, 13, 14,

15, 16, 17,
19, 20
2 To ensure that deferred income hak8, 19, 20 Yes/No
been correctly accounted for and is
complete.
3  To confirm that all necessary 21, 22 Yes/No

disclosures concerning long term
loans and deferred income have
been made and that the
information is appropriately
presented and described.

Planning conclusion
| am satisfied that from the tests planned sufficigprapriate evidence can be gained to satisfy the

objectives.
Prepared by: Date:
Reviewed by: Date:

Final conclusion

From the audit work carried out I confirm that:

- the work has been performed in accordance with the prairamme;

- the work performed and the results obtained have been adygqiatumented,;

- all necessary information has been collected forptiesentation and disclosure in the financial
statements;

- sufficient and appropriate evidence has been obtained to stippauadit conclusion reached; and

- in my opinion long term loans and deferred income &gly stated/ *not fairly stated as
described below.
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Prepared by: Date:

Reviewed by: Date:

* Delete if not applicable.
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Test Results Initials
required satisfactory W.P Ref Comments and
Y/N Y/N date

General

1 Agree opening balances to last year’s accounts.

2 Obtain and check, or prepare, a lead schedule for thenxtyear’'s
figures and reconcile this to the general ledger.

3 Examine any material journal entries or other adjustsneade
during the course of preparing the financial statements.

4 Carry out analytical procedures such as:

(a) comparison of the current figures with those adrperiods;
(b) review and comparison of key ratios or other peréome
indicators.

5 Review the planned extent of reliance on internatrotmin this ares
and consider whether this remains appropriate.

6 Assess whether the initial materiality and/or riskegasment should
be revised in view of the audit evidence obtained. Recdsadlsief
any necessary adjustments.. Consider the impact oene@nder of
the audit work and on any work undertaken to date.

7 Review for large and/or unusual items and verify.

8 Review of appropriateness and consistency of accountlinjego
used by the entity.

Loans

9 Obtain direct confirmation from lenders and confimattother
matters such as security have been dealt with.

10 Review loan agreements and consider the implicatioasybreach
of covenants.

11 Check supporting evidence for loan advance and repayment during
the year.

12 Calculate the apportionment of loan between non-cuemethtcurrent
portion.

13 Determine split of loans between secured/unsecured arésnt
bearing/non-interest bearing.

14 Verify interest charged for the period and the adequaegaiied
interest.
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Test Results Initials
required | satisfactory| W.P Ref | Comments and
Y/N Y/N date

15 Confirm that loans payable more than one year are therbalance
sheet date are measured in accordance with relevant SLFRSs

16 Ensure the completeness of loans by :
(a) examining board minutes
(b) reviewing bank confirmation and other correspondences
(c) identifying unrecorded liabilities

Deferred income

17 Review the basis for deferring income:
(a) vouch to supporting documents; and
(b) ensure that it is valid, complete and has beerecity and

consistently applied with the prior year.

Foreign currencies

18 Ensure the entity accounted for foreign currency tramsacin
accordance with SLFRSs

19 Confirm that all monetary liabilities have been ttatexd at the
closing rate.

Presentation and disclosure

20 Confirm that a disclosure checklist will be completedtfos year.
Where that is not the case explain how the objectiplasing to
disclosure will be achieved.

21 Ensure that there is sufficient appropriate evidencéefile to
support all disclosures made.

Uncorrected Misstatements

22 |dentify and record all uncorrected misstatements

Conclusion

23 Consider whether there are any points which need tocheded in a
letter of representation or management letter




CA Sri Lanka Audit Manual, Volume 3 - SMET

SMET 17L- Detail Audit Plan: Trade Payables

Planning Final
Number Are you
Audit obiect of Reference  Satisfied
udit objectives key tests | to bespoke that the .
. . Comments Initials
which tests to be objectives
satisfy | carried out have been
objective* met?
1 To ensure that liabilities exist and are
supported by satisfactory independent 9, 10 Yes/No
evidence.
2 To ensure that trade payables have bekn 12, 13,
fully and accurately recorded. 14, 15, 16, Yes/No
28, 29
3 To ensure that proper cut-off has been 17 ves/No
applied.
4  To ensure that all hire purchase and
finance leases have been accounted f18’ 19, 20,
! : : %1, 22, 28, Yes/No
in accordance with applicable
. 29
accounting standards.
5 To ensure that all material accruals, | 23, 24, 25,
loans and other payables have been| 26, 27, 28, Yes/No
properly accounted for. 29
6 To confirm that all necessary
disclosures concerning payables have
been made and that the information is 30,31 ves/No
appropriately presented and described.

Planning conclusion
| am satisfied that from the tests planned sufficigprapriate evidence can be gained to satisfy the

objectives.
Prepared by: Date:
Reviewed by: Date:

Final conclusion

From the audit work carried out | confirm that:

- the work has been performed in accordance withude& programme;

- the work performed and the results obtained have deouately documented,;

- all necessary information has been collected Hier gresentation and disclosure in the financial
statements;

- sufficient and appropriate evidence has been obtained to stippaudit conclusion reached; and

- in my opinion trade and other payables are faidyated/ *not fairly stated as described below.
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Prepared by: Date:

Reviewed by: Date:

* Delete if not applicable.
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Test Results Initials
required @ satisfactory W.P Ref  Comments and
Y/N Y/N date

General

1 Agree opening balances to last year’s accounts.

2 Obtain and check, or prepare, a lead schedule for thentyea’s
figures and reconcile this to the general ledger.

3 Examine any material journal entries or other adjustsn@made
during the course of preparing the financial statements.

4 Carry out analytical procedures such as:

(&) comparison of the current figures with those admperiods;
(b) review and comparison of key ratios or other peréore
indicators.

5 Review the planned extent of reliance on internatroémin this area
and consider whether this remains appropriate.

6 Assess whether the initial materiality and/or riskegasment should
be revised in view of the audit evidence obtained. Recdsadlsief
any necessary adjustments. Consider the impact oetiender of
the audit work and on any work undertaken to date.

7 Review for large and/or unusual items and verify.

8 Review of appropriateness and consistency of accountiimiego
used by the entity.

Existence

9 Obtain or prepare a list of trade payables. Agreashwmlthe control
account. Obtain explanations for all material adjusitisi¢o the
control account.

10 Test the casts of the list.
Completeness
11 List all debit balances over LKR and obtain explamatio
Ensure they are correctly treated in the accounts.
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Test Results Initials
required | satisfactory W.P Ref | Comments and
Y/N Y/N date

12 Perform a trade payables' circularization:

(a) Select a sample of accounts from a compléteflisalances for
example an activity report (include nil and debit balandesre
applicable). Record the details on the standard working paper

(b) Confirm with client the trade payables you wishitouarize;

(c) Obtain explanations where the client does wantto
circularise particular balances and consider alteraati
procedures that can be applied;

(d) Consider whether the refusal to allow circular@aof
particular balances will impose a limitation of scaethe
audit?

(e) Send the confirmation requests. Enclose a prepaidbpevier
return to the firm. Ensure the reply part of the le8garoperly
referenced;

() Record replies on the control sheet;

(@) Where replies are not received within a reasoradiied send
a follow-up letter;

(h) Follow the alternative procedures for any unfavorable
responses or where no response is obtained; and

()  Summarise the results and consider whether adequate audit

comfort has been obtained for trade payables.

13  Where a circularization is not carried out, or tésults are

unsatisfactory, test trade payables for completenefedl@ss:

(a) obtain the year end trade payables listing;

(b) compare to prior year to identify obvious omissions;

(c) review purchase day book during the year and paymeats aft
the end to identify main suppliers;

(d) review purchase YTD information where available tatdg
major suppliers;
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Test
required
Y/N

Results
satisfactory
Y/N

W.P Ref

Comments

Initials
and
date

(e) enquire to major suppliers not on the list. Endloedist is in
fact complete;

() enquire into low balances with major suppliersetesure they
are complete;

and agree/reconcile to the list of balances;

(g) obtain the file for year end supplier stateme@tseck a sample

(h) for major suppliers (regardless of recorded balantgtanding
and for all material recorded balances, identify theted
statement and agree/reconcile to the creditors’ ¢jstin

() where a statement is not available for any msygiplier(s)
consider faxing a request for a copy statement;

(J) review after-date payments. Ensure those payingrefiyear
end items are included in creditors;

(k) extend the scope of (i) above if statements ateatained for
all suppliers.

14 Review invoices in the new period to ensure all mdtam@unts
have been provided for.

Valuation

15 Where trade payables are valued on a basis other thatizaao
cost using the effective interest method, ensure hiearéatment
complies with the requirements of relevant SLFRSs.

16 Where trade payables are carried at amortized costdeortise
present value of estimated future cash flow in determirnag t
amortized cost by reference to SLAuUSs

Cut-off

17 Cut-off test is covered IBMET 17Q

Leasing

18 Review the treatment of all operating and finance leases.

(& Confirm that the distinction between operatind fimance
leases has been properly applied;

(b) Consider any new agreements and ensure that thengiocp

treatment is in accordance with SLFRSs; and
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Test Results Initials
required | satisfactory W.P Ref Comments| and
Y/N Y/N date

(c) Confirm that any assets, liabilities or financerglea are in
accordance with SLFRSs.

18 Have any sale and lease back transactions in the pegrd b
identified and accounted for under SLFRSs as an operating or
finance lease as appropriate?

20 Obtain direct confirmation of relevant details ofriegpayable.

21 Physically inspect the asset, if possible, or deternmaethe asset
exists and is in use by the client.

Bills payable
22 Perform the following procedures:
(a) Obtain banking facilities letter to see if suchilfiaes have been
granted by bank;
(b) Ohbtain a list of bills payable balances;
(c) Check details of bills payable balances to bills statés; and
(d) Check the bills payable balances to bank confirmation.
Accruals
23 Review accruals for completeness comparing to:
(a) last year’s list;
(b) expectations.
Income Taxes
24  Agree the current tax liability ®SMET170
Provisions
25 Carry out audit tests as detailledSMET17P
Other payables

26 Vouch any material other payables to supporting documamiztid

ensure that other payables are carried at amortized cost.
Foreign Currencies

27 Ensure the entity accounted for foreign currency triose in

accordance with SLFRSs.
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Test Results Initials
required | satisfactory, W.P Ref Comments and
Y/N Y/N date

28 Confirm that all monetary liabilities have been tiated at the
closing rate.

Presentation and disclosure

29 Confirm that a disclosure checklist will be completedtfos year.
Where that is not the case explain how the objectipasing to
disclosure will be achieved.

30 Ensure that there is sufficient appropriate evidencéefile to
support all disclosures made.

Uncorrected Misstatements

31 Identify and record all uncorrected misstatements

Conclusion

32 Consider whether there are any points which need tocheded in
a letter of representation or management letter.
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SMET 17M- Detail Audit Plan: Income Taxes

Number | Reference Areyou | Comments Initials
o of to bespoke Satisfied
Audit objectives key tests | tests th)) be thatthe
which | carried out objectives
satisfy have been
objective* met?
1 To ensure that the current tax is 9, 10, 11, Yes/No
computed and accounted for in 12,13
accordance with applicable
regulations and financial reporting
standards respectively.
2 To ensure that deferred taxation hasl4, 15, 16, Yes/No
been correctly accounted for. 17
3 To confirm that all necessary 18, 19, 20, Yes/No
disclosures concerning current and 21
deferred tax have been made and that
the information is appropriately
presented and described.

Planning conclusion
| am satisfied that from the tests planned sufficigprapriate evidence can be gained to satisfy the

objectives.
Prepared by: Date:
Reviewed by: Date:

Final conclusion

From the audit work carried out | confirm that:

- the work has been performed in accordance withutlé programme

- the work performed and the results obtained have ddequately documented

- all necessary information has been collectedhempresentation and disclosure in the financial
statements.

- sufficient and appropriate evidence has been obtained to stippaudit conclusion reached.

- in my opinion (income taxes are fairly stateaot fairly stated as described below.
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Prepared by: Date:

Reviewed by: Date:

* Delete if not applicable.
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Test
required
Y/N

Results
satisfactory
Y/N

W.P Ref

Comments

Initials
and
date

General

1 Agree opening balances to last year’s accounts.

2 Obtain and check, or prepare, a lead schedule for thentyea’s figures
and reconcile this to the general ledger.

3 Examine any material journal entries or other adjustsneade during the
course of preparing the financial statements.

4 Carry out analytical procedures such as:

(a) comparison of the current figures with those afrpperiods;

(b) review and comparison of key ratios or other peréorre indicators.

5 Review the planned extent of reliance on internatrotmin this area and
consider whether this remains appropriate.

6 Assess whether the initial materiality and/or riskessment should be
revised in view of the audit evidence obtained. Recordlsetbany
necessary adjustments. Consider the impact on therm@enaf the audit
work and on any work undertaken to date.

7 Review for large and/or unusual items and verify.

8 Review of appropriateness and consistency of accountliniegaised by
the entity.

Current tax

9 Obtain and check, or prepare the following:

(a) draft tax computations;

(b) an analysis of movement on the current tax@aacpncluding local
tax and overseas tax); and

(c) a proof of tax/tax reconciliation in the forngrered by SLFRSs.

10 For the movement of the current tax account (both lzcadnd overseas
tax):

(a) test for mathematical accuracy;

(b) check the amounts paid during the current period to liaténgents
and copies of assessments and compare refunds reaeived t

correspondence;
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Test Results W.P Initials
required | satisfactory Réf Comments and
Y/N Y/N date

(c) review the current position on agreement of tarutations
with relevant tax authorities; and

(d) obtain details of any significant matters curreotlystanding
with the tax authorities.

11 Verify the computation of the tax charges (both Ida&land oversea
tax):

(a) obtain or prepare analyses of expense accounth wiag
contain items that are disallowable, restricted, sulten
temporary differences, e.g.:

- travel / entertainment

- subscriptions

- sundries

- legal / professional fees

- repairs / maintenance (for capital items)

- hire charges (for expensive motor vehicles); and
- payments under finance leases

(b) Check calculation of capital allowances;

(c) Verify the mathematical accuracy of the compatetj and

(d) Review the allocation of the tax charge to incaaxeand other
taxes.

12 Ensure profit before tax used in the computation agregsatoprofit
and loss account.

13 Have current tax liabilities (assets) for the curaam prior periods
been measured at the amount expected to be paid to (retteen
the taxation authorities, using the tax rates (andbi&g) that have
been enacted or substantively enacted by the balandedsite®

Deferred taxation

14 Except where permitted has a deferred tax liability beewmgnized
for all taxable temporary differences?

15 Has a deferred tax asset been recognized for all deduetip@rary
differences only to the extent that it is probable thaable profit
will be available against which the deductible temporarfgihce
can be utilized?

"2
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Test Results Initials
required | satisfactory| W.P Ref | Comments and
Y/N Y/N date

16 Has a deferred tax asset been recognized for the cawsrfd of
unused tax losses and unused tax credits only to thet gxaenit is
probable that future taxable profits will be available agfavhich the
unused tax losses and unused tax credits can be utilized.

17 Have deferred tax assets and liabilities been measttked &x rates
that are expected to apply to the period when the assstlized or the
liability is settled, based on tax rates (and tax laha) have been
enacted or substantively enacted by the balance she€t dat

Presentation and disclosure

18 Are there tax assets and tax liabilities that wefgedfand presented o
a net basis? If yes, ensure these tax assets ardidalneet the right
to offset in accordance with SLFRSs.

19 Confirm that a disclosure checklist will be completedtfos year.
Where that is not the case explain how the objectipasing to
disclosure will be achieved.

20 Ensure that there is sufficient appropriate evidencdefile to
support all disclosures made.

21 Have current tax and deferred tax been charged or atetiiestly to
equity (e.g. surplus from revaluation of assets) whergstheelates to
items that are credited or charged, in the same dfeaetit period,
directly to equity?

Uncorrected Misstatements

22 ldentify and record all uncorrected misstatements

Conclusion

23 Consider whether there are any items which need tocheded in a
letter of representation or management letter.

=]
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SMET 17N- Detail Audit Plan: Provisions & Contingent

Liabilities
Planning Final
Number of| Reference Are you | Comments Initials
T key tests | to bespoke satisfied
Audit objectives which tests to be that the
satisfy | carried out objectives
objective* have been
met?
1 To ensure that full provision has 9, 10, 11, Yes/No
been made for all liabilities or lossesl2, 13, 14,
which are likely to be incurred, or | 15, 22, 23
certain to be incurred, but uncertain
as to the amount or date on which
they will arise.
2 To ensure that all contingent 16, 17, 18, Yes/No
liabilities have been identified and 19
adequate provision made.
3 To ensure that capital and other 20, 21 Yes/No
commitments have been properly
accounted for.
4  To confirm that all necessary 24, 25, 26 Yes/No
disclosures concerning provisions,
contingent liabilities and
commitments have been made and
that the information is appropriately
presented and described.

Planning conclusion

| am satisfied that from the tests planned sufficigprapriate evidence can be gained to satisfy the
objectives.

Prepared by: Date:

Reviewed by: Date:

Final conclusion

From the audit work carried out | confirm that:

- the work has been performed in accordance with the prafjramme;

- the work performed and the results obtained have been adigiatumented;

- all necessary information has been collected forpitesentation and disclosure in the financial
statements;

- sufficient and appropriate evidence has been obtained to stippautdit conclusion reached; and

- in my opinion provisions for liabilities and charges, taogent liabilities and financial commitments
are fairly stated/ *not fairly stated as described below.
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Prepared by: Date:

Reviewed by: Date:

* Delete if not applicable.
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Test Results Initials
required | satisfactory W.P Ref Comments and
Y/N Y/N date
Provisions for liabilities and charges
General
1 Agree opening balances to last year’s accounts.

2 Obtain and check, or prepare, a lead schedule for thentyea’s
figures and reconcile this to the general ledger.

3 Examine any material journal entries or other adjustsneade
during the course of preparing the financial statements.

4 Carry out analytical procedures such as:

(a) comparison of the current figures with those ajrpperiods;
(b) review and comparison of key ratios or other peréomre
indicators.

5 Review the planned extent of reliance on internatrotmin this area
and consider whether this remains appropriate.

6 Assess whether the initial materiality and/or risseasment should be
revised in view of the audit evidence obtained. Recordlsletbany
necessary adjustments. Consider the impact on then@enaf the
audit work and on any work undertaken to date.

7 Review for large and/or unusual items and verify.

8 Review of appropriateness and consistency of accountingigsol

used by the entity.

Liabilities and contingent liabilities

9 (a) Review obligations under pension and similar post-retirémen
schemes, obtain a copy of the scheme rules origeknd ensure

that adequate provision has been made.
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Test
required
Y/N

Results
satisfactory
Y/N

W.P Ref

Comments

Initials
and
date

(b) Where the company operates a pension scheme dikeuss
administration under relevant regulatory bodies, repgdnd
whistle-blowing obligations with the directors/ trusteesiisure its
affairs are being properly administered.

10 Obtain or prepare a list of other obligations of uraartiming and
amount existing at the balance sheet date. Ensureniiglet®ness by
reviewing:

(a) the previous year’s provisions and contingent ligdslit

(b) items recorded on the bank confirmations and/oribgrflcilities

letter;
(c)

minutes of meetings;
(d)

major contracts;
(e) client's correspondence; and

(H documents regarding legal cases; and

(g) other (specify)

11 Discuss the list with the client and ensure thatdoisiplete and that
adequate provision has been made for likely losses.

12 Perform search for unrecorded liabilities

13 Review the list in 9 above for contingent liabilitieslatiscuss with the
entity and ensure that it is complete and that adequatesiise has
been made for all contingent liabilities.

Recognition

14 Review the treatment of all provisions and contingeabilities and
ensure that:

(a) A provision is recognized when and only when theeepgresent
obligation in respect of a past event, it is probablettiere will be
an outflow of resources, and this can be estimatedhgliand

Contingent liabilities do not satisfy the criteina(a) above and are
properly disclosed unless the possibility of an outflowesburces
IS remote.

(b)

15 Consider reasonableness of assumptions and bases usimdteehe
amount of provisions and obligations.
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Test Results W.P Initials
required | satisfactory Réf Comments and
Y/N Y/N date

Laws and regulations
16 (a) Enquire of the directors whether they are dic@of any possible
instances fraud or of other noncompliance with such &aws
regulations;
(b) Update the permanent audit file for any changesifghsince the
planning stage;
(c) Review correspondence files of any relevant licensr regulatory
authorities for any indications of breaches of lawd r@gulations;
(d) Confirm compliance with those laws and regulatitvas could
have a material impact on the accounts by completingetite set
out in the audit approach column of the register osland
regulations and;
(e) Draft specific representations for inclusion in thetter of
representation.
Litigations and claims
17 To identify any possible claims or litigation against thatg and
consider whether the matters have been adequately andlproper
accounted for in the financial statements:
(&) Make appropriate inquiries of management includingioipig
representations;
(b) Review minutes of those charged with governance and
correspondence with the entity's legal advisers;
(c) Examine legal expense accounts;
(d) Write to company's legal advisers enquiring about the statais
possible outcome of any legal cases; and
(e) Use any information obtained regarding the entity's busmeds as
other third party evidence (for example, newspaper) ancd$E8n
with in-house legal counsel (where appointed) for any plessi
claims and litigations
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Test
required
Y/N

Results
satisfactory
Y/N

W.P
Ref

Comments

Initials
and
date

18 Where actual or potential litigation or claims agathst entity have been
identified consider whether direct communication wité éntity's legal
advisers is required.

19 If permission is refused by management to contact ttigy'sriegal advisers
directly: consider the impact on the audit opinion.

Capital and other commitments

20 Review the management's minutes, invoices (capital expeadiommitted
before and after year end), contracts, agreements @r a@dlsuments and
ensure that all material capital commitments have lentified as follows:

(a) contracted but not provided for.

(b) authorized but not contracted for.

21 Obtain details of future commitments under operating leaseé€nsure they
are correctly disclosed.

Foreign currencies

22 Ensure the entity accounted for foreign currency tramsacin accordance
with SLFRSs.

23 Confirm that all monetary liabilities have been ttatedd at the closing rate

Presentation and disclosure

24 Confirm that a disclosure checklist will be completedtfas year. Where
that is not the case explain how the objectivestirgd to disclosure will be
achieved.

25 Ensure that there is sufficient appropriate evidencdefile to support all
disclosures made.

26 Where disclosures about provisions or contingent itaslinclude
management's opinion on an issue ensure that these opireacctnérmed
in the letter of representation.

Uncorrected Misstatements

27 Identify and record all uncorrected misstatements.

Conclusion

28 Consider whether there are any points (in additionvis land regulations)
which need to be included in a letter of representatianasragement letter
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SMET 170- Detail Audit Plan: Income Statements

Planning Final
Number of| Reference| Are you | Comments Initials
key tests | to bespokeg satisfied
Audit objectives wh?ch tests to be that t_he
satisfy | carried out| objectives
objective* have been
met?
1 To ensure that income is fairly | 9, 10, 11,
stated and correctly classified. | 12, 13, 14,
15, 16, 17, Yes/No
18, 19, 20,
21, 22, 23
2 To ensure that expenditure is | 24, 25, 26,
fairly stated, authorized and 27, 28 Yes/No
correctly classified.
3 To ensure that wages and 29, 30, 31,
salaries are correctly accounted 32, 33, 34, Yes/No
for. 35, 39, 40,
41
4 To ensure that items requiring | 36, 37, 38
specific disclosure are correctly Yes/No
reported.
5 To ensure that any share based 42, 43, 44,
payments are properly accounted 45 Yes/No
for.
6 To confirm that all necessary | 36, 37, 38,
disclosures concerning the profit 46, 47
and loss account have been magde ves/No
and that the information is
appropriately presented and
described.

Planning conclusion

| am satisfied that from the tests planned suffici@prapriate evidence can be gained to satisfy the

objectives.

Prepared by:

Reviewed by:

Date:

Date:
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Final conclusion
From the audit work carried out | confirm that:

the work has been performed in accordance with the prairamme;

the work performed and the results obtained have been adygiatumented,;

all necessary information has been collected foptiesentation and disclosure in the financial
statements;

sufficient and appropriate evidence has been obtained to suppaatdit conclusion reached;
and

in my opinion the income statement are fairly statewbt fairly stated as described below.

Prepared by: Date:

Reviewed by: Date:

* Delete if not applicable
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Test
required
Y/N

Results
satisfactory
Y/N

W.P
Ref

Comments

Initials
and
date

General

1 Agree opening balances to last year’s accounts.

2 Obtain and check, or prepare, a lead schedule for utrent year’'s
figures and reconcile this to the general ledger.

3 Examine any material journal entries or other adjustsnerade during

the course of preparing the financial statements.

4 Carry out analytical procedures such as:

(a) comparison of the current figures with those alfgais and prior
periods (e.g. monthly analysis), obtain explanationsspect of
material variations from those of expectation ot fegiod;

review and comparison of key ratios (e.g. G.P yatimther
performance indicators and obtain reasons for fluctoaéiod

(b)

scrutinise the general ledger on those accourtsmaterial
variances to see whether there are any unusual andnaddrntems.

(€)

5 Review the planned extent of reliance on internatrotmin this area

and consider whether this remains appropriate.

6 Assess whether the initial materiality and/or r@ssessment should
revised in view of the audit evidence obtained. Record debdilany
necessary adjustments. Consider the impact on thenden of the audi
work and on any work undertaken to date.

pe

7 Review for large and/or unusual items and verify.

8 Review of appropriateness and consistency of accountinggsolised
by the entity.

Income

9 Identify all material sources of income:

(a) specify how each source has been audited; and

(b) ensure recognition of income in compliance with BEB

10 Where pre-numbered invoices, goods dispatched notes ant rotsbs
are used, check the sequence and investigate missing itedh

determine the full population.




CA Sri Lanka Audit Manual, Volume 3 - SMET

Test Results Initials
required | satisfactory] W.P Ref| Comments and
Y/N Y/N date

11 Where available, select a sample of copy sales iagpiand vouch to

supporting documentation.

(@) Compare data on the sales invoice to the salelsatdky customer
orders, dispatch and other supporting documents; and

(b) Review the sales invoices for evidence of appralalical accuracy,
terms and prices in relation to pricing policies and chedits.

12 Where available, select a sample of goods dispatched mutlesling a

number of items around the year end (where required) @nchwto

supporting documentation:

(a) Ensure details are correctly reflected on thessaloice;

(b) Agree invoices through to the sales ledger and geledgsr;

(c) Ensure item are properly approved and accounted tbe ioorrect
period; and

(d) Investigate any unusual delays between date of dispatcthe date of
invoicing.

13 Where goods dispatched notes are not used/retained, sipecdyudit work

(e.g. the verification of contract and delivery to thetomer) to ensure that

all sales made are invoiced.

14 Test the sales day book/ledger as follows:

(a) Test the casts and crosscasts;

(b) Test posting of the totals to the general ledger;

(c) Test vouch entries in the sales day book with cogienvoices;

(d) Trace entries from the cash book to the sategele and
(e) Scrutinise unusual entries.
Cut-off on sales
15 Test sales cut-off as follows:
(a) Review credit notes after the year end and congildether these
have been accounted for in the correct period,;
(b) If the company has dispatch records, examine aalkslispatch
records before and after the year end and ensure that:
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Test Results W.P Initials
required | satisfactory Réf Comments and
Y/N Y/N date
- all goods dispatched before the year end are excluaied f
inventories and included in sales and trade receivablegwher
appropriate;
- all goods dispatched after the year end are includie¢entories
and excluded from sales and trade receivables where appgopriat

(Refer to notes from physical inventory counting.); and

(c) If the company does not have dispatch recordsifgplee audit
work to ensure that cut-off has been correctly applie

Cash sales

16 Check to ensure that cash sales are banked regularly.

17 Select a sample of till rolls or sales dockets, and woasupporting
documentation.

(a) check the additions;

(b) check the numerical sequence and investigate aningissms;

(c) check the pricing;

(d) for till rolls, ensure that the level of “no esl is acceptable; and

(e) check total cash sales to the cash book.

Sales returns

18 Review sales returns and, where material, select alsamp

(a) check the quantity and description on the credit taodegoods
returned note or other documentary proof of receipt oflgpo

(b) ensure the details agree to the original invoice;

(c) review the credit notes and supporting data for evidehapproval,
clerical accuracy and nominal coding;

(d) compare the credit note to entries in the satigele

(e) examine paid cheques if a refund was issued to thenoeistand

() consider the effect that any normal delay betweeeipt of returned
goods or customers' request for credit and the recordirge @k édit

note may have on cut-off.
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Test
required
Y/N

Results
satisfactory
Y/N

W.P
Ref

Comments

Initials
and
date

Government grants

19 Inrespect of government grants:

(a) check that, prima facie, all grants to which tlentis entitled have
been claimed and recognized,;

(b) confirm that there is reasonable assurance thagritity will comply
with the conditions attaching to all grants recognized; a

(c) have grants been recognized in the income statemaocordance
with SLFRSs?

Other income

20 Vouch any material other income (e.g. fair value changaten back of
provision and gain on disposal of assets) to supporting derdiation and
ensure that it is correctly described.

21 Test the receipts side of the cash book as follows:

(a) test casts and crosscasts; and

(b) test postings to the general ledger.

22 Check rental income to tenancy agreement.

23 Check reasonableness of interest income.

Expenditure

24 Check numerical sequence of good received notes and investigate
missing items.

25 Select a sample of goods received note and purchase fandigre goods
/ services received:

(a) examine for supplier's name, approval, clericali@y, delivery
terms and other information;

(b) check the goods received note and purchase ordetheigupplier
invoices, payments made and other supporting records; and

(c) trace the details of invoices for inventory iteimgosting in the
perpetual inventory records (if any) and purchase day book.

26 Select a sample of purchases from the purchases day book:
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Test
required
Y/N

Results
satisfactory
Y/N

W.P
Ref

Comments

Initials
and
date

(a) review the supplier invoice and supporting data for ecileh
approval, suppliers' name, clerical accuracy, quantitidspaices in
relation to the purchase order and supporting documentation,
reasonableness of the expenditure; and

(b) check the goods received note and purchase ordemwigupplier
invoices, payments made and other supporting records.

(c) consider whether there is adequate control oeeistue of cheques

Cut-off on purchases

27 Test cut-off on purchases as follows:

(a) If the company retains goods received records, iexatime goods
received/purchased records immediately before and aftgetreend
and ensure that:

- all goods delivered prior to the year end are includaaventories,
purchases and trade payables where appropriate; and

- all goods delivered after the year end are excludad fr
inventories, purchases and trade payables where appropriate

(b) If the company does not have goods received recgpdsify below
the audit work to ensure that cut-off has been ctiyrapplied.

Accounting estimates

28 Consider the following procedures where estimates are bged

management (e.g. in determining the value of inventoaestuals of
provisions):

(a) where not already done, obtain audit evidence dhewgeneral
reliability of the company’s estimating procedures and odsh
including relevant control activities;

(b) consider whether adjustments to any estimatingutae may be
required;

(c) consider whether differences between actualteeand previous
estimates have been quantified and that, where necgssary
appropriate adjustments or disclosures made; and
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Test
required
Y/N

Results
satisfactory
Y/N

W.P Ref

Comments

Initials
and
date

(d) if expert opinion is sought, whether assessmetteoiiidependence of
the expert and basis of the underlying assumptions havepeefmrmed.

Wages and salaries

29 Reconcile a list of employees and their gross péyetataff costs charge
the accounts. Explain and verify any material diffeemn

30 Where considered necessary in view of the resutteeadbove test:

(a) check the casts and crosscasts;

(b) check the postings to the nominal ledger;

(c) check details of the gross to net pay calculatiod; a

(d) ensure that the payroll is authorized by a responsibézal.

31 Select a sample of employees and check to supporting dotsi(e.g.
employment contracts, time cards, employer's returns)

32 Enquire into unclaimed wages and verify the explangation

33 Where payments to causal workers are significant kcttec validity and
authority of such payments (e.g. approved time cards, wage arad
overtime payments)

34 Obtain details of emoluments paid and payable, includinditseimekind
for directors and key management personnel.

35 Verify whether the directors' emoluments and intsn@scontracts are
properly stated in the financial statements by referémce

(a) service contracts;

(b) board minutes; and

(c) articles of Association

Related party transactions

36 Have we obtained sufficient appropriate audit evideegarding the
identification and disclosure by management of relatedegart
compliance with LKAS 24 and the effect of related pamypsactions that
are material to the financial statements?

37 Where we do not have sufficient evidence or if theeny indication that &
material misstatement regarding related parties may daugred then

complete the optional programneqp02) Related Party Transactions.
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Test Results W.P Initials
required | satisfactory Ré f Comments and
Y/N Y/N date

Other

38 Prepare analysis schedules for any expense categories thviseis
required for tax or disclosure purposes not yet shownsacdfon.
Specify below the accounts to be analyzed.

39 Test the payment side of the cash book:

(a) test casts and crosscasts.

(b) test postings to the general ledger.

40 For expense other than purchases, select a samplehqdaids
entries:

(a) compare the information on the cheques to erntrid® cash
book and check dates, amounts, payees, signatures and
endorsements;

(b) test vouch with invoices and other supporting evidenc
checking accuracy of general ledger analysis ; and

(c) investigate cheques, especially those payable to lwasks,
directors, employees, subsidiary and related companieshw
appear unusual.

=)

41 Review the general ledger for unusual adjustments andg.verif

Employee benefits and share-based payment

42 Confirm that an expense and corresponding liability been
recognized for all profit-sharing and bonus arrangemenésendn
present legal or constructive obligation exists.

43 Where post employment benefits (such as pensions) avieled
confirm that the accounting treatment is in accordavitie
SLFRSs.

44 Confirm that an expense was recognized in the incomerstates
part of the profit or loss for the period where thatgmntered into
any share based payment transaction.

45 Ensure that the accounting treatment of any share lpasatent
transactions is in accordance with relevant SLFR8gaiticular:

(@) For equity-settled share-based payment transachiasshe
entity measured the goods or services received, and the
corresponding increase in equity at:
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Test Results Initials
required| satisfactory] W.P Ref| Comments and
Y/N Y/N date

- the fair value of the goods or services receioed;

- if the entity cannot estimate reliably the faitueaof the goods or
services received then by the corresponding increaspiitye
indirectly, by reference to the fair value of the éginstruments
granted?

(b) For cash-settled share-based payment transadiasmshe entity
measured the goods or services acquired and the liability éacatithe
fair value of the liability?

(c) For share-based payment transactions in whictethes of the
arrangement provide either the entity or the counterpattythe choice
of whether the entity settles the transaction ildcas other assets) or by
issuing equity instruments: has the entity accountechédrttansaction,
or the components of that transaction, as either:

- a cash-settled share-based payment transactamdifto the
extent that, the entity has incurred a liability tdlseh cash or other
assets; or
- as an equity-settled share-based payment trans#ctml to the
extent that, no such liability has been incurred?
Presentation and disclosure
46 Confirm that a disclosure checklist will be completadliis year. Where
that is not the case explain how the objectivestired to disclosure will be
achieved.
47 Ensure that there is sufficient appropriate evidendbefile to support all
disclosures made.
Uncorrected Misstatements
48 Identify and record all uncorrected misstatements
Conclusion
49 Consider whether there are any points which need theléed in a letter
of representation or management letter.
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SMET 18: Uncorrected Misstatement schedule Cash and Bank

Summary of Uncorrected Misstatements
Document below all the Uncorrected Misstatements ifiesit(cash and bank balances), including

nature of misstatements, detail working paper referandeequired adjustments (Journal entry) to the
financial statements

Misstatement 1

Details of the
Misstatement

Required
Adjustments

WP Reference

Misstatement 2

Details of the
Misstatement

Required
Adjustments

WP Reference

Prepared by Date
(Engagement

Manager)

Reviewed by : Date
(Engagement

Partner)
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SMET 19: Lead Schedule

General information

Name of the Client
Year End
Significant Account

Lead schedule

Draft Adjusted
Account Current Current Prior Variance Variance
GL Account no Name Year Adjustments Year Year (Rs) (%) Notes

Accounting Policy (Provide a brief description about accounting policy relateétdegarticular balance)

Step 3: Account details and comments on variances and rati

Account Details

Comments on variances and ratic
Note 1.

Note 2
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Step 4 Significant audit findings and management letter p WP Referenc

Significant audit finding

Un-corrected Misstatemel

Management letter poir

Step 5 Overall Conclusio
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SMET 20: Management Representation Letter Template

[The following illustrative letter includes written representats that are required by SLAuUSS in
effect for audits of financial statements. It is assumed in llostration that the applicable
financial reporting framework is Sri Lanka Accounting Standards. The SM@Psdnised to
modify the form and content of this letter, if required referrm@LAuS guidance,]

(Firm’s letterhead)

(To Auditor)
(Date)

This representation letter is provided in connection witlr yudit of the financial statements of
[Name of the Client] for the year endefReporting Period] for the purpose of expressing an
opinion as to whether the financial statements areepted fairly, in all material respects, (or
give a true and fair viein accordance with Sri Lanka Accounting Standards.

We confirm that o the best of our knowledge and belief, having made such inquiries as we
considered necessary for the purpose of appropriately informing ourkelves

Financial Statements

We have fulfilled our responsibilities, as set outhe terms of the audit engagement dated
[insert date], for the preparation of the financial statements inoetance with Sri Lanka
Accounting Standards; in Particular the financial statemare fairly presented (or give a true
and fair view) in accordance with Sri Lanka Accountingrdards.

Significant assumptions used by us in making accounting geimacluding those measured at
fair value, are reasonable.

Related party relationships and transactions have l@om@iately accounted for and disclosed
in accordance with the requirements of Sri Lanka Acdagrtandards.

All events subsequent to the date of the financialsités and for which Sri Lanka Accounting

Standards require adjustment or disclosure have been adgusiesclosed.

The effects of uncorrected misstatements are immgtboth individually and in the aggregate,
to the financial statements as a whole. [A list ofuheorrected misstatements is attached to the
representation letter]

[Any other matters that the auditor may consider appatgjri
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Information Provided

We have provided you with:

Access to all information of which we are aware tbatievant to the preparation of the
financial statements such as records, documentatioathad matters;

Additional information that you have requested fromardlie purpose of the audit; and

Unrestricted access to persons within the entity frdmmw you determined it necessary
to obtain audit evidence.

All transactions have been recorded in the accoundngrds and are reflected in the financial
statements.

We have disclosed to you the results of our assessmhene risk that the financial statements
may be materially misstated as a result of fraud.

We have disclosed to you all information in relationftaud or suspected fraud that we are
aware of and that affects the entity and involves:

a. Management;
b. Employees who have significant roles in internal aantr
C. Others where the fraud could have a material effeth@rfinancial statements.

We have disclosed to you all information in relatioratiegations of fraud, or suspected fraud,
affecting the entity’s financial statements commumidaby employees, former employees,
analysts, regulators or others.

We have disclosed to you all known instances of ramgdiance or suspected non-compliance

with laws and regulations whose effects should be comzidevhen preparing financial
statements.

We have disclosed to you the identity of the entitglted parties and all the related party
relationships and transactions of which we are aware.

[Any other matters that the auditor may consider necgks

[Name of the key Client personal, Designation ancePat

Attachment: Summary of uncorrected misstatements @igpdey client personnel)
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SMET 21: Other Audit Procedure Template

Consider performing other audit procedures as given below and docurhedings.

Other Audit Procedures WP Work

Reference Performed by
/Reviewed by

1. Audit Client and engagement acceptance/continuance procecks

Confirm that appropriate audit client and engagement comagua
procedures (or in the case of an initial audit, audintlacceptance
procedures) were performed prior to be beginning the audit (@o
accepting the audit client).

2. Independenct

Confirm that required independence procedures have beenatethf)

determine that members of the engagement team complylixiiérsonal

independence requirements with respect to this audit erehtts affiliates.
3. Terms of our engagemen

Confirm that an engagement letter have been sent cothrsngngagement,

in accordance with SLAuSSs. If the engagement letterpsgzared in a prior

year, confirm that the engagement letter is still applie and no need of

updating.

4. Minutes and contracts

1. Obtain information regarding meetings of the board aalars,
shareholders, and important committees (e.g., audicutive, and
other committees) up to the date of auditors’ report.

2. Read minutes. Obtain copies of the signed minutes or prepare
appropriate excerpts. (If the copies are not signed, cantpam with
the original signed minutes.)

3. If minutes have not been prepared for recent meetingsrper
alternative procedures to determine the matters coverbdsat t
meetings.

4. Determine the completeness of the minutes of the meetings of
shareholders, those charged with governance and comnnittebgh
auditor is interested.

5. Obtain and read significant contracts, agreementssiamthr
documents and consider their accounting or auditing imjuitat
Cross-reference significant accounting and auditing issffiesting th
financial statements to the appropriate work papers.

5. Litigation and claims

Perform procedures in order to become aware of angtiitig and claims

involving the entity which may have a material effect onfihaencial

statements:

Inquire of management, including in-house legal counbelta
matters such as the entity’s policies and proceduredduotifying,
evaluating and accounting for litigation and claims.

)
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Other Audit Procedures WP Work Performed
Reference by /Reviewed

by

Read minutes of meetings of those charged with governance
Read correspondence between the entity and its extegadl
counsel for indications of actual or threatened lit@aand claims.
Review legal expense accounts for unusual or unexpected amounts
and for the use of legal firms or in-house counselsviach
separate legal inquiries may be warranted.

Obtain and review a list of known actual or possiblgditon and
claims, including an assessment of the outcome andirtsa¢sd
financial effect, from management and in-house legals®lun
Establish whether auditor is aware of any potentighlitons or
claims as a result of obtaining an understanding ofrtiyend its
environment or from our other planning procedures.

Obtain written representations from management andnwh
appropriate, those charged with governance, that altiknactual
or possible litigation and claims, whose effects sthde!
considered when preparing the financial statements, e
disclosed to us and accounted for and disclosed in accerdaitc
the applicable financial reporting framework.

6. Going Concern
- Consider the entity’s ability to continue as a goingceon.
If events or conditions have been identified that west
significant doubt on the entity’s ability to continuegasng
concern, perform additional procedures (including obtainingggoi
concern assessment done by the management).
7. Considerations of Laws and regulations
Obtain and document sufficient appropriate audit evidence
regarding the entity’s compliance with relevant lawd a
regulations that have a direct effect on the detertimimaf
material amounts and disclosures in the financial isieneés.
Plan and perform specific procedures to help identify itssof
non-compliance with those laws and regulations theat have a
material effect on the financial statements.
8. Related Parties
Perform following audit procedures (or provide reference herot
related working papers)for related parties
Identify related party relationships and transactions
Understand related party transactions
Evaluate completeness of related party transactions
Identify significant audit issues and auditor response
Document findings
9. Management Representatio (Refer SMET 20- Management
Representation Letter Template)
Obtain representation from management
Subsequent Events Review
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Review by the Engagement Partner

I have reviewed this Other Audit Procedures Template amdesults of the procedures for this
engagement and am satisfied that all applicable other pradiedures have been completed, the
conclusions are reasonable and consistent with piofedsstandards, and the financial
statements and/or the auditor’s report properly reflfezissues addressed.

Signature: Date:
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SMET 22: Significant Audit Findings Template

Significant Accounting and Auditing Issues and their Resatlurt:
Indicate below the significant accounting and auditing issues addressed duriagdiheAttach

separate memorandum(s) as required to fully explain a particular issu¢sargsolution
(provide working paper reference for detail explanation).
Issue 1

Resolution

Issue 2

Resolution

Issue 3

Resolution

Issue 4

Resolution

Issue 5

Resolution
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Overall Analysis of Analysis of Financial and Non-Financiahformation
Based on the analysis done in SMET 04—Analysis of financial and non-finafmiaiation,
provide a summary of key comments.

Evaluation of Misstatements

Document below a summary of identified misstatements and conclude onpte df total
uncorrected misstatements. (The auditor should ask management to t cattethe
misstatements. Uncorrected misstatements should be communica@d/@. Tt TCWG is in the
opinion that the aggregation of uncorrected misstatements is not materihle téinancial
statement, a management representation should be obtained in the “Managemes¢Rapon
Letter”. Consider need for modification of audit report if uncorrectmisstatements are
material).

Performance Materiality:

Description Required Working Amount of Over/Under Statement
Adjustment (Journa| Paper

Assets Liability Pre-Tax Equity| Corrected
Entry) Ref.

Income Yes/No

Total of identified misstatements durin
the year

Misstatements corrected by manage

Total uncorrected misstatements
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Overall Conclusion

Opinion and Sign-off

(If there is a modification in the audit report, modify the followistatement
appropriately)

It is our opinion that the scope of the audit was adequate and the financiahstaseof
[Name of the client] for the year ended are presented fairly, inmallerial respects, in
conformity with [Reporting framework], applied on a consistent basis.

Prepared by

Team Member 1: Date
Team Member 2: Date
Engagement Manager: Date
Reviewed by : Date

(Engagement Partner)

Reviewed by Date
(Engagement Quality
Reviewer)
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SMET 24: ManagementLetter Comments Template

Company Name:

Reporting Period:

Prepared by:

Reviewed by:

Description of problem (include specific examples)

How was problem noted (reference to working papers, ificgge)

Suggestion for improvement

Benefits client should realize by adopting our suggestion

Comment discussed with

Client’'s comments

Comment included in letter vel | N[_]
If not included, explain:
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Supplement 1- Minimum Sample Size (Test of Controls)

Sample Size depends on following Factors.

1. Potential for Risk of material misstatement
2. Population Size
3. Reliance on Overall Internal Controls

Sample Size Tables

Tables are not available for every size population

1. Population of controls that operated approximately 500 times*
TEEeel Riskof Material Misstatement (RMM) |
Internal Controls High Medium
45 25 14
Sample Size If there is no controls or fIf there is no controls or if| If there iS no controls
controls are not effective controls are not effective | or if controls are not
effective

Risk of Material Misstatement (RMM)

Rely on High Medium Low Re-performance of Internal
Overall Audit testing (additional
Internal items for controls where
Controls there is a High or Medium
potential for control failure)
If there are If there are | If there are controls
controls, but controls, but | but provide moderate
providemoderat¢ provide modera satisfaction.
Some satisfaction. satisfaction. 2
25 plus 14 plus 14 inclusive of
re-performance, re-performance| re-performance items
items items
If there are If there are If there are controls
controls, but controls, but | but provide moderate
provide moderat provide satisfaction.
satisfaction. moderate
satisfaction.
14 plus re- 14 inclusive of re-
performance 14 plus re- performance items
Maximum items performance OR 3
items (if client does at least

20 and satisfies
competence and
objectivity criteria
more than moderately)
4 reperformance iten
only
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2. Population of controls that operated approximately 350 times*
Not rely on Overall
Internal Controls High Medium
25 20 14
If there is no controls| If there is no If there is no controls ar
Sample Size or if controls are not | controls or if if controls are not
effective controls are not effective
effective
High Medium Low Re-performance of
Rely on Internal Audit testing
Overall (additional items for
Internal controls where there
Controls is a High or Medium
potential for control
failure)
If there are If there are controls If there are
controls, but but provide more controls, but
provide more than  than a moderate | provide more than
a moderate satisfaction. a moderate
Some satisfaction. satisfaction. 1
20 plus re- 14 plus re- 14 plus re-
performance items performance items performance
items
If there are If there are controls If there are
controls, but but provide more controls, but
provide more than  than a moderate | provide more than
a moderate satisfaction. a moderate
satisfaction. satisfaction.
14 plus re- 14 plus re- 14 inclusive of re-
performance items performance items performance
items
Maximum OR 2
(if client does at
least 20 and
satisfies
competence and
objectivity
criteria more than
moderately)
4 re-performance
items only
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3. Population of controls that operated approximately 50 times*
Not rely on Overall
Internal Controls High Low
8 5
Sample Size If there is no controls or if controls If there is no controls or if controls
are not effective are not effective

High Low Re-performance of
Internal Audit testing

Rely on Overall (additional items for
Internal Controls controls where there

is a High or Medium
potential for control

failure)
If there are controls, but | If there are controls, but
provide more than a provide more than a
moderate satisfaction moderate satisfaction
Maximum 2
5 plus re-performance items 5 inclusive of re-

performance items

Note — because the above sample size ranges arethmalbove tables do not cover where there is
a medium potential for control failure and some re&kaan Overall Internal Controls. We may
judgmentally select a sample size between the minigmehmaximum if circumstances indicate
that the medium potential and some reliance categameappropriate for a control operating
approximately 50 times.
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4. Population of controls that operated approximately 12 times*
Re -performance of
High Low Internal Audit tests
(additional items for
controls where there
is a high potential
for control failure)
Not rely on 4 2
Overall If there is no controls or if If there is no controls or | None
Internal controls are not effective if controls are not
Controls effective
If there are controls, but If there are controls, but
Rely on provide more than a moderaterovide more than a 1
Overall satisfaction moderate satisfaction
Internal
Controls 2 plus re-performance items 2 inclusive of re-
performance item

Note — because the above sample size ranges arethimabove tables do not cover where there
is a medium potential for control failure and moderatance on Overall Internal Controls. We
may judgmentally select a sample size between theamiand maximum if circumstances
indicate that the medium potential and some reliantsgoaes are appropriate for a control
operating approximately 12 times.
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5. Population of controls that operated approximately 4 times*

Risk of Material Misstatement (RMM) \

Re -performance of

High Low Internal Audit tests
(additional items for
controls where there is
high potential for contro
failure)
Not rely on 2 1
Overall If there is no controls or if | If there is no controls or if
Internal controls are not effective | controls are not effective None
Controls
Rely on If there are controls, but | If there are controls, but
Overall provide more than a provide more than a
. : . : 1
Internal moderate satisfaction moderate satisfaction
Controls 1 1

Note — because the above sample size ranges arethmalbove tables do not cover where
there is a medium potential for control failure andderate reliance on Overall Internal

Controls. We may judgmentally select a sample sibgd®n the minimum and maximum if
circumstances indicate that the medium potential aneseliance categories are appropriate

for a control operating approximately 4 times.




