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 Customized Audit Work Program –
Audit Work Program – Cost of Sales

Subsidiary/Department:




Date:


AUDIT OBJECTIVES:

To determine whether:

1.
Cost of sales/revenues represents all transactions for products shipped or services provided during the year and is properly recorded.

2.
Cost of sales/revenues is properly described and classified in the financial statements and adequate disclosures with respect to these amounts have been made.

AUDIT PROCEDURES:

	Procedures
	WP Ref.
	Done Y/N?
	By
	Date
	Comments

	1) ANALYTICAL PROCEDURES—GENERAL

a. Compare the balances of cost of sales accounts with the comparable balances for the preceding period and with the budgeted balances for the current period. Investigate significant or unusual fluctuations.  

b.
Perform a predictive test of cost of sales by product line, division or other business segment by reference to details of units shipped and average unit costs. Investigate significant variances between the predicted and recorded amounts.

c.
Compare the components of "other cost of sales" (e.g., variance accounts) to prior periods and determine whether accounting policies have been consistent between periods.

d. Have the client prepare a monthly analysis of gross profit margin by product line, division or other business segment. Separate the analysis into "pre" and "post" physical inventory periods, giving consideration to the book-to-physical inventory adjustment in the "pre" period. Investigate significant or unusual variations.

2) VOUCHING COST OF SALES TRANSACTIONS

a.
Expand the vouching test of revenue transactions to also test the related cost of sales transactions as follows:

1.
Trace the unit costs used to relieve inventory to cost records tested in the audit of inventory.

3) OTHER PROCEDURES

a.
Cross-reference the overhead and variance accounts to the analytical reviews performed in conjunction with the audit of standard inventory costs.

b. Cross-reference provisions for depreciation, depletion and amortization included in cost of sales to the tests performed in the audit of accumulated depreciation.

4) ANSWER INTERNAL CONTROL QUESTIONNAIRES (ICQ B-1 and B-2)

5) SUPERVISION, REVIEW AND CONCLUSIONS

a) Conclude responsive to the audit objectives.
b) Prepare points regarding internal controls and other business matters.
c) Perform senior review and supervision.
d) Clear senior review points.
e) Clear manager review points.
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