XXXXXXX BANK  LIMITED

AUDIT PROGRAME- FINANCE & ADMINISTRATION DEPARTMENT 

FOR THE SIX MONTHS ENDED 30 JUNE 200X

	AUDIT AREA,RISKS, OBJECTIVES & PROCEDURES


	Working 

Paper

Reference:
	Exceptions

Yes/No
	Initials

    &

Date

	CREDIT / CASH PURCHASES

CONTROL OBJECTIVES

(a) To obtain satisfaction that purchases were properly authorised and that only genuine purchases of the bank are recorded.

(b) To obtain satisfaction that purchases were recorded at the correct amounts.

(c) To obtain satisfaction that all purchases were recorded, processed and summarised by the accounting system.

(d) To obtain satisfaction that purchases were recorded in the correct accounting period.


	
	
	

	AUDIT AREA,RISKS, OBJECTIVES & PROCEDURES


	Working 

Paper
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Yes/No
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    &
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	AUDIT PROCEDURERS

ANALYTICAL REVIEW PROCEDURERS

(a) Observe the trend of monthly totals of recorded purchases and compare with budget. Any unexpected fluctuations should be discussed with management

(b) Scrutinise recorded purchases for unusual items, for example, particularly large amounts, purchases from unusual suppliers and postings to the General Ledger inventory account from sources other than purchases records

SUBSTANTIVE PROCEDURERS

VALIDITY

Obtain a listing of all purchases made during the period Jan – October 2003 and perform tests to ensure:-

(a) That quotations are sourced from an approved / reputable supplier.

(b) that the purchase order has been signed as authorisation of purchase.

(c) that the invoice has a Purchase Order and Goods Received Note attached 

(d) Ensure that the details on the Purchase Order and the Goods Received Note agree with the details on the invoice

(e) that the invoice is made out in the bank's name. 

(f) that the nature of the goods or services received is reasonable given the nature of the bank's business.

(g) That the invoice has been date stamped.

(h) That the GRN is prenumbered.

 
	
	
	

	AUDIT AREA,RISKS, OBJECTIVES & PROCEDURES


	Working 

Paper
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Yes/No
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    &
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	ACCURACY OF RECORDS

 For selected invoices,

(a) Check casts and extensions on the invoices

(b) Check to ensure that the invoice amounts agree to those in purchase records.

ACCURACY OF RECORDING

 For the purchases already selected,

(a) Check to ensure that the invoices were allocated to the proper accounts

(b) Check to ensure that the invoices were captured at the correct amounts

(c) Check the additions of the purchases records where the invoices are recorded

(d) Ensure that the correct total of the Purchases Ledger has been posted accurately to the general ledger

(e) Check to ensure that the invoices were recorded in the correct accounting period.

(f) Ensure that where invoices relate to Capital expenditure, the goods have been capitalised and the amount debited to the correct asset account.

COMPLETENESS OF RECORDING

(a) Verify whether GRN's are prenumbered.

(b)  Where prenumbered GRN's are used, ascertain whether a stationery register is maintained and GRN's are issued to only those with due authority and such issues are recorded.

(c) Ensure that the GRN's are matched to relevant invoices

(d) Ensure that the details on the GRN's are matched to details on the relevant invoices 

(e) If inventory records are maintained, trace receipt of inventory from GRN's to inventory records
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	TAXATION

 CONTROL OBJECTIVES

To confirm that all tax assets and liabilities that should have been recorded have been recorded.

To confirm that all statutory returns requirements are being complied with.

To ensure that all  information relating to taxation has been appropriately disclosed in the accounts.
AUDIT PROCEDURERS

Verify provisional tax payments made during the year and  ensure that payments are calculated on the correct basis to avoid penalties.
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	PAYMENTS TO SUPPLIERS
CONTROL OBJECTIVES

(a) To ensure the authorisation and validity of payments

(b) To ensure the accurate recording of payments

(c) To ensure the accurate allocation and processing  of payments

(d) To ensure completeness of payments recording

(e) To ensure that payments are recorded in the correct period.

(f) To ensure compliance with supplier payment terms.
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	AUDIT PROCEDURERS

ANALYTICAL REVIEW PROCEDURERS

(a) Observe the trend of monthly totals of recorded payments. Any unexpected fluctuations should be discussed with management

(b) Scrutinise recorded payments for unusual items, for example, particularly large amounts, duplicate payments, payments to unusual suppliers and postings to the cashbook from sources other than payments records

SUBSTANTIVE PROCEDURERS

VALIDITY

Obtain a listing of all payments made during the period January to October 2003.

For selected recorded payments, obtain the relevant payment vouchers and ensure:

(a) that the date lies within the current period.

(b) that the supplier being paid is an approved supplier or is reputable.

(c) that the invoice(s) being paid is made out in the bank's name. 

(d) that the nature of the goods or services being paid for is reasonable given the nature of the bank's business.

(e) that the voucher has been signed as authorisation of payment.

(f) that the voucher has an invoice, Purchase Order and Goods Received Note attached and

(g) Ensure that the details on the Purchase Order, the Goods Received Note and invoice agree with the details on the payment voucher.
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	ACCURACY OF RECORDS

 For selected payment vouchers,

a) Check casts and extensions on the payment vouchers

b) Check to ensure that the invoice amounts agree to those on payment records.

ACCURACY OF RECORDING

 For the already selected,

a) Check to ensure that the payments were allocated to the proper accounts

b) Check to ensure that the payments were allocated to the proper accounts at the correct amounts

c) Check the additions of the payment records where the payments are recorded

d) Ensure that the correct total of the payments records has been posted accurately to the general ledger

e) Check to ensure that the payments were recorded in the correct accounting period.

f) Ensure that where payments relate to Capital expenditure, the goods have were capitalised and the amounts were debited to the correct asset accounts.

COMPLETENESS OF RECORDING

(a) Are prenumbered payment vouchers are used?

(b) Where prenumbered payment vouchers are used, ascertain whether a stationery register is maintained and payment vouchers are issued to only those with due authority and such issues are recorded.

(c) Ensure that the payment vouchers are matched to relevant invoices, purchase orders and GRN's

(d) Ensure that the details on the payment vouchers  are matched to details on the relevant invoices, purchase orders and GRN's 

(e) If inventory records are maintained, trace receipt of inventory from GRN's to inventory records.
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	PAYMENTS TO EMPLOYEES

CONTROL OBJECTIVES

(a) To ensure the authorisation and validity of payments

(b) To ensure the accurate recording of payments

(c) To ensure the accurate allocation and processing  of payments

(d) To ensure completeness of payments recording

(e) To ensure that payments are recorded in the correct period.
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	AUDIT PROCEDURERS

ANALYTICAL REVIEW PROCEDURERS

a) Observe the trend of monthly totals of recorded payments. Any unexpected fluctuations should be discussed with management

b) Scrutinise recorded payments for unusual items, for example, particularly large amounts, duplicate payments,  postings to the cashbook from sources other than overtime records

SUBSTANTIVE PROCEDURERS

VALIDITY

For selected recorded payments, obtain the relevant overtime sheets and ensure:

(a) that the date lies within the current period.

(b) that the employee being paid is an genuine employee of the bank.

(c) that the payment being done in made out in the employee's name. 

(d) that the overtime sheets were signed as authorisation of payment.

(e) Recalculate the overtime amount to the approved overtime rate

(f) Ensure that the overtime that the staff is claiming is approved by the respective departmental manager.
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	FIXED ASSETS

CONTROL OBJECTIVES

(a) To ensure the authorisation and validity of purchase and disposal of assets.

(b) To ensure the accurate recording of assets purchase or disposal.

(c) To ensure the accurate allocation and processing of assets acquisitions or disposals.

(d) To ensure completeness of assets recording.

(e) To ensure that assets acquisitions and disposals are recorded in the correct period.

(f) To ensure security of assets.

(g) To ensure that assets  are insured and that the insurance cover is adequate.
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	AUDIT PROCEDURERS

ANALYTICAL REVIEW PROCEDURERS

(a) Compare  monthly totals from general ledger/books of original entry to previous years to identify unusual fluctuations for further investigation

(b) Identify major items for the current and prior year. Any items missing from prior year or new items for current year should be investigated. 

(c) Review and analyse repairs and maintenance of fixed assets for items which should have been capitalized.

SUBSTANTIVE PROCEDURERS

a) Ensure that authority and quotations are sought before assets are purchased, disposed  or sent for repairs.

b) Are assets recorded in the proper asset account

c) Are repairs done to bank and not personal assets

Select 20 asset acquisitions for the period and perform the following tests:

a) Agree the  FAR to the record of assets in the  GL.

b) Identify major items for the current year and prior year and noteany exceptions.

c) Trace individual asset items to an authorised quotation. 

d) Verify if assets were recorded in proper asset accounts.

e) Physically verify existence of asset.

f) Ensure that assets insuarance records are upto date.

g) Review and analyse the repairs and maintenance account and note any exceptions or possible items which should have been capitalized.
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	SUBSTANTIVE PROCEDURERS (continued)
Obtain the Fixed Assets Register (FAR) and;

h) Does the register contain.

i. Description.,

ii. identity number,

iii. estimated life,

iv. rate of depreciation,

v. cost, 

vi. depreciation provided each year, 

vii. accumulated depreciation since date of purchase,

viii. date of purchase and disposal,

ix. proceeds on disposal and

x. location

i) Check casts and extensions

j) Obtain a schedule of additions and agree to the general ledger

k) Obtain a schedule of additions and agree to the FAR

l) Obtain a schedule of additions and check casts and extensions

m) Obtain a schedule of additions and agree to vouchers

n) Check depreciation calculations.

ASSET DISPOSALS

a) Ensure that the necessary authority is sought before disposal of assets.

b) Ensure that fair value is realized on disposal of assets.

c) Ensure that the FAR is updated with disposals.

d) Trace proceeds of disposal; to the bank account.
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	· SUSPENSE ACCOUNTS

CONTROL OBJECTIVES

(a) To ensure that opening of suspense accounts is authorised

(b) To ensure that postings to suspense accounts is authorised

(c) To ensure that suspense accounts are prepared and reconciled monthly
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	AUDIT PROCEDURES

(a) Obtain a list of all authorised suspense accounts and ascertain that they are the ones being used

(b) Where other accounts were opened, ascertain that proper approval was sought

(c) Ensure that the necessary authority was sought for any postings to suspense accounts

(d) Ensure that all suspense accounts are reconciled monthly and that long outstanding reconciling items are resolved timeously.

FRAUDS AND FORGERIES SUSPENSE ACCOUNT

a) Obtain a reconciliation of the above account

b) Ensure that it is regulary reconciled and details of each reconciling item is kept in a separate record

IRRECOVERABLE FRAUDS AND FORGERIES WRITTEN OFF ACCOUNT

a) Ensure the account consists of items transferred from the FRAUDS AND FORGERIES SUSPENSE ACCOUNT

b) Ensure that such transfer was authorised by a senior officer and date of this authority is recorded on al  vouchers and registers
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	CONTROL OBJECTIVES

a) To ensure that all transactions are posted to the GL

b) To ensure that all postings to the GL are authorised

c) To ensure that all opening balances are updated in the GL at the beginning of the period 

d) To ensure that use was made of input forms when posting or updating GL and the input forms were signed by three people: the preparer, supervisor and the manager 

e) To ensure that on correcting  errors, the original entry was reversed and the correct entry was passed and this was authorised by three people: the preparer, supervisor and the manager
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	AUDIT PROCEDURES

(a) Obtain a file of General ledger reconciliations and check to ensure that they are all being performed monthly

(b) Agree the reconciliations to the General ledger balances and ensure that the reconciliations have been accurately performed

(c) Check to ensure that reconciling items are investigated and resolved timeously

(d) Ensure that people performing the reconciliations are not involved in processing of the General ledger 

(e) Ensure that The reconciliations are reviewed by a senior official periodically

(f) Ensure that Adjustments are authorised and have been processed accurately

(g) Ensure that Masterfile amendments are performed by authorised employees

(h) Ensure that Masterfile amendments are identifiable, can be tracked and subject to an independent review
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	 AUDIT PROCEDURES

(i) Find out about the procedures in place to ensure that all transactions are posted to the GL

(j) Find out about the procedures in place to ensure that all postings to the GL are authorised

(k) Find out about the procedures in place to ensure that all opening balances are updated in the GL at the beginning of the period 

(l) Check to ensure that use was made of input forms when posting or updating GL and the input forms were signed by three people: the preparer, supervisor and the manager 

(m) Ensure that on correcting  errors, the original entry was reversed and the correct entry was passed and this was authorised by three people: the preparer, supervisor and the manager
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	PETTY CASH

CONTROL OBJECTIVES
a) To verify that each petty cash disbursement voucher is accounted for and accompanied by receipts.

b) To verify that all disbursements in excess of $100K are authorised by two parties.

c) To verify that petty cash is used for miscellaneous items and services, not for business supplies or creditors payments.

d) To verify each disbursement to the petty cash journal.

e) To verify that reimbursement is authorized by the AGM Finance.

f) To determine that the reconciled cash balance in the department agrees to the AGM Finance's records.

g) To determine the adequacy of departmental procedures and controls relating to cash handling and maintenance of records pertaining to petty cash.
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	AUDIT PROCEDURES
1. Count and reconcile the petty cash fund on hand in the presence of the respective custodians.

a) List cash and petty cash vouchers separately.

b) Request custodian to sign cash count sheet.

2. Compare petty cash fund to the general ledger.

3. List and describe all cash items, checks and anything of value found in the cash box.

4. Determine if the fund level is carried at an economic level by computing turnover (i.e. number of reimbursements per period).

5. Review transactions to determine if a maximum figure has been established for payments from the fund.

6. Examine vouchers for following:

a) Written in ink.

b) Amount written in numbers

c) Signature of recipient

d) Date

e) Proper approval

f) Alteration in date or amount indicating that voucher may have been used before.

g) Cancelled perforated or otherwise rendered nonusable after reimbursement (including supporting evidence).

h) Original documents (not copies)

i) Supporting Evidence

j) Proper account coding

7. Determine if checks are held in the fund or deposited on a current basis.

8. Review disbursements for a selected period to determine compliance with Fund policy and procedures.
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	AUDIT PROCEDURES
9. Determine that reimbursements are reviewed by a supervisor

10.Determine procedure for handling during vacation period or other absences.

11. Determine if security of cash is adequate.
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	PREPAID EXPENSES

AUDIT PROCEDURES

a) Examine documentation (e.g., invoices, authorizations, contracts, agreements) that support prepayments

b) Compare amounts expensed or written off with income statement accounts.  Investigate significant differences

c) Ensure that amounts prepaid are expensed during the current period
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	BANK RECONCILIATIONS

CONTROL OBJECTIVES:

To ensure that:

(a) Bank reconciliation statements are  properly and timely prepared;

(b) Long outstanding reconciling items are followed up on a timely basis

(c) Cash transactions are accurately, completely and timely recorded in the cash accounting records.

 AUDIT PROCEDURERS

(a) For 2 months (at least alternate months), select the bank reconciliation statements performed on all major operating bank accounts.  Ensure that these have been properly prepared by tracing the reconciling items to the cash book and bank statements.

(b) Obtain evidence of the date the reconciliation was prepared and ensure that this was within a reasonable time from the month-end.

(c) Ensure that long outstanding reconciling items are followed up on a timely basis.

(d) Review the nature of the reconciling items and note action taken/to be taken. Sight subsequent bank reconciliation statements and cash book (if necessary) to ensure that the items have been timely adjusted.
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	2.AUDIT RISK : 

Lack of segregation of duties between person doing reconciliation and

(i)  signing cheques or 

(ii) handling/recording cash.

Note: This audit risk can be mitigated (extent to be assessed on the field) if audit risk no 3 below has been effectively controlled.


2.1Functions for performing reconciliation statements and signing cheques or handling/recording cash are effectively segregated.

2.1.1.Identify the preparer of the bank reconciliation and ensure that this person is neither a cheque-signing authority nor has cash handling or record-keeping responsibility.

3.AUDIT RISK: Bank reconciliations are not independently and timely reviewed

3.1.Bank reconciliations are independently and timely reviewed.

3.1.1.For sample in 1.1.1, review the bank reconciliation statements for evidence of proper and timely review by a person independent of the preparer of the reconciliation.
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	INVESTMENTS

a) Obtain a listing of all assets held as investments with counter parties (maturities register)

b) Obtain satisfaction that the asset was placed with a party approved by Risk.

c) Where the counterparty is not approved, ensure that security is in place. 

d) Trace individual assets to the appropriate asset accounts.

e) Ensure that investments were recorded in the correct accounting period.

f) Verify accuracy of calculation of income from investments.

g) Check the matching of income to the investments.
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