AUDIT PLAN – REVENUE

Client Name:
____________________________________________________
Audit Date 
____________________________________________________
Prepared By
____________________________________________________
Date
__________________________________________________________
Approved By 
__________________________________________________________
Date
__________________________________________________________
Describe Accounting policy Re Revenue (this should be the basis for the Accounting Policies footnote):  _______________________________________________________
______________________________________________________________________

Does accounting policy comply with GAAP 
NO _____ 
YES _____
Overall Tolerable Misstatement (Materiality) $ ______________ 
See W/P ___________
Qualitative factors affecting Materiality _______________________________________
RISK ASSESSMENT PROCEDURES:

Performed by _______________________
Date _____________
· Inquiries – Name _________________
Date _____________
___________________________________________________________________

___________________________________________________________________
· Analytical Procedures:

· Expectation ______________________________________________________
· Procedure _______________________________________________________
· Results __________________________________________________________
· Observation and Inspection (Describe procedures) __________________________
___________________________________________________________________

___________________________________________________________________

Note: all three of the above procedures are not necessary for each aspect of risk assessment.

· Internal Control Activities identified for OCCURRENCE:

1. _______________________________________________________________
2. _______________________________________________________________
3. _______________________________________________________________
4. _______________________________________________________________
Are Internal Controls Designed Appropriately?
NO ______
YES _____
Are Internal Controls Implemented?
NO ______
YES _____
· Internal Control Activities identified for COMPLETENESS:

1. _______________________________________________________________
2. _______________________________________________________________
3. _______________________________________________________________
4. _______________________________________________________________
Are Internal Controls Designed Appropriately?
NO ______
YES _____
Are Internal Controls Implemented?
NO ______
YES _____
· Internal Control Activities identified for ACCURACY:

1. _______________________________________________________________
2. _______________________________________________________________
3. _______________________________________________________________
4. _______________________________________________________________
Are Internal Controls Designed Appropriately?
NO ______
YES _____
Are Internal Controls Implemented?
NO ______
YES _____
· Internal Control Activities identified for CUTOFF:

1. _______________________________________________________________
2. _______________________________________________________________
3. _______________________________________________________________
4. _______________________________________________________________
Are Internal Controls Designed Appropriately?
NO ______
YES _____
Are Internal Controls Implemented?
NO ______
YES _____
· Internal Control Activities identified for CLASSIFICATION:

1. _______________________________________________________________
2. _______________________________________________________________
3. _______________________________________________________________
4. _______________________________________________________________
Are Internal Controls Designed Appropriately?
NO ______
YES _____
Are Internal Controls Implemented?
NO ______
YES _____
Note: Inquiry alone is NOT SUFFICIENT to evaluate controls and determine if they have been implemented

Note: The above control activities should be completed after completion and review of the Internal Control item 14 in the Audit Strategy 

Describe procedures used to determine that internal controls were implemented:

1. Inquiries ____________________________________________________________
2. Observations ________________________________________________________
3. Walk Throughs  ______________________________________________________
4. Review of documents  _________________________________________________
Describe any internal control deficiencies. Indicate if deficiency is a Significant Deficiency (S) or a Material Weakness (M):

1. ___________________________________________________________________
2. ___________________________________________________________________
3. ___________________________________________________________________
Note: If a Significant Deficiency or Material Weakness is noted, it must be communicated in writing to the client.

Based on the above, identify any specific risks (including Fraud Risk):

1. ___________________________________________________________________
2. ___________________________________________________________________
3. ___________________________________________________________________
Based on the above, assess general class of transaction risk by assertion:

ASSERTION
INHERENT RISK
CONTROL RISK
COMBINED

OCCURRENCE
______________
______________
__________
COMPLETENESS
______________
______________
__________
ACCURACY
______________
______________
__________
CUTOFF
______________
______________
__________
CLASSIFICATION
______________
______________
__________
Based on the above, has a significant risk been identified
NO _____
YES ______
Note: A significant risk is one that the auditor deems necessary of special attention. See Paragraph 111 of SAS 109 for examples. If a significant risk is identified after the initial planning process, an understanding of controls affecting that risk will have to be addressed.

Note: If a significant risk has been identified, select an audit approach:

1. Detailed Tests alone. 
See W/P ________
2. Substantive Analytical Procedures AND Tests of Details. 
See W/P ________
3. Test of Controls AND Substantive Analytical Procedures.
See W/P ________
4. Tests of Controls AND Tests of Details.
See W/P ________
Note: Analytical Procedures by themselves are NOT SUFFICIENT

Based on the above, does Tolerable Misstatement need to be adjusted?

NO _____ 
YES _____ 
AMOUNT $ ___________
Based on the above and your judgment, a significant item amount is $ ______________
AUDIT APPROACH:

1. Will testing of Internal Controls be performed?
NO ____
YES _____
See W/P ____
If Controls are to be tested, the following Attribute sample size should be considered:

	Sample Size
	# of Errors
	Control Risk

	22 to 28
	0
	Moderate

	
	1 or more
	High

	32 to 45
	0
	Low

	
	1
	Moderate

	
	2 or more
	High

	57 to 76
	0 or 1
	Low

	
	2 or 3
	Moderate

	
	4 or more
	High


Note: In practice, many firms use 25, 40 and 60 to correspond to above ranges of sample sizes.

Note: Internal Controls MUST be tested if:

· The risk assessment includes expectation that controls are operating effectively.

· Test of details alone is not sufficient (i.e. the company’s business is highly dependent on IT or the company provides services or sales through the internet etc.)

· You intend to rely on them to reduce Test of Details

NOTE: Remember, if dual purpose testing is being performed, the auditor must use the larger of the Attribute Sample size or the Variable Sample size (illustrated above).

2. Will Substantive Analytical Procedures be performed? 
NO _____
YES _______
Performed by __________________________________
Date _______________
OCCURRENCE:
NO _____
YES _______
· Expectation  ______________________________________________________
· Procedure  _______________________________________________________
· Results __________________________________________________________
· Additional audit work performed  ______________________________________
COMPLETENESS:
NO _____
YES _______
· Expectation  ______________________________________________________
· Procedure  _______________________________________________________
· Results __________________________________________________________
· Additional audit work performed  ______________________________________
ACCURACY:
NO _____
YES _______
· Expectation  ______________________________________________________
· Procedure  _______________________________________________________
· Results __________________________________________________________
· Additional audit work performed  ______________________________________
CUTOFF:
NO _____
YES _______
· Expectation  ______________________________________________________
· Procedure  _______________________________________________________
· Results __________________________________________________________
· Additional audit work performed  ______________________________________
CLASSIFICATION:
NO _____
YES _______
· Expectation  ______________________________________________________
· Procedure  _______________________________________________________
· Results __________________________________________________________
· Additional audit work performed  ______________________________________
3. Will Tests of Details be performed? 
NO _____
YES ____
See W/P ______
Note: Substantive procedures must be performed on Revenues.

Performed by __________________________________
Date ________________
OCCURRENCE:

1. Trace sales to invoices
NO ____
YES ____
See W/P ____
2. Verify existence of customer
NO ____
YES ____
See W/P ____
3. Confirm sales terms
NO ____
YES ____
See W/P ____
4. Examine credit memos 

subsequent to year end
NO ____
YES ____
See W/P ____
5. Examine returns and allowances

subsequent to year end 
NO ____
YES ____
See W/P ____
6. Trace invoices to shipping

documents (or other support).
NO ____
YES ____
See W/P ____
7. Other 
NO ____
YES ____
See W/P ____
COMPLETENESS:

1. Agree Sales Journal to General Ledger
NO ____
YES ____
See W/P ____
2. Account for numeric sequence of invoices
NO ____
YES ____
See W/P ____
3. Other 
NO ____
YES ____
See W/P ____
4. See also cut-off procedures
NO ____
YES ____
See W/P ____
ACCURACY:

1. Examine sales contracts for right of return
NO ____
YES ____
See W/P ____
2. Examine sales contracts to determine that

conditions of sale are met
NO ____
YES ____
See W/P ____
3. Recalculate extensions within invoices
NO ____
YES ____
See W/P ____
4. Discuss with non-financial personnel
NO ____
YES ____
See W/P ____
5. Foot sales ledger 
NO ____
YES ____
See W/P ____
6. Other 
NO ____
YES ____
See W/P ____
CUTOFF:

1. Trace last invoice # to G/L 
NO ____
YES ____
See W/P ____
2. Examine invoices for proper period
NO ____
YES ____
See W/P ____
3. Review sales for large year – end activity
NO ____
YES ____
See W/P ____
4. Obtain control of sales ledger at year end 
NO ____
YES ____
See W/P ____
5. Other 
NO ____
YES ____
See W/P ____
CLASSIFICATION:

1. Review contracts for terms
NO ____
YES ____
See W/P ____
2. Other 
NO ____
YES ____
See W/P ____
If sampling is used, the following Variables sample size calculation should be considered: 



                 Population

Sample size  =  (excluding items confirmed 100%)   X  Assurance Factor



         Tolerable Misstatement

Assurance factor can be calculated using the following table:

	Risk of Material Misstatement

(RMM)
	Reliance on These

 Audit Procedures
	Risk Factor

 to Use

	High

Moderate

Low

High

Moderate

Low

High

Moderate

Low
	High

High

High

Moderate

Moderate

Moderate

Low

Low

Low
	3.0

2.3

2.0

2.3

1.6

1.2

2.0

1.2

1.0


DISCLOSURE ASSERTIONS:

Performed by ______________________________________
Date _____________
OCCURRENCE AND RIGHTS AND OBLIGATIONS:

1. Review for right of return. 
See W/P _______
2. Review for future commitments. 
See W/P _______
3. Review for repurchase agreements. 
See W/P _______
4. Other 
See W/P _______
COMPLETENESS:

1. Complete Disclosure Checklist. 
See W/P _______
2. Other 
See W/P _______
CLASSIFICATION AND UNDERSTANDABILITY:

1. Discuss with client if any accounts have special terms. 
See W/P _______
2. Review any large sales contracts for special terms. 
See W/P _______
3. Read footnote for understandability by average user. 
(This should be performed regardless of compliance with 
GAAP disclosure.) 
See W/P _______
4. Other 
See W/P _______
ACCURACY AND VALUATION:

1. Trace amounts in footnote to general ledger. 
See W/P _______
2. Other 
See W/P _______
CONCLUSION:

In my opinion:

· Sales are bona fide sales in the current period

· The audit evidence is appropriate and sufficient.

· The balance is properly classified

· All of the appropriate disclosures have been made and are understandable in the financial statements as of ___________
Name: ____________________________________
Date ______________________
Note:
The client must be capable of preparing the financial statements, including the footnotes. If the client lacks the skills to do so, a SAS 112 letter is required. When the auditor prepares the financial statements for the client, it is a matter of professional judgment as to whether the client has these skills and is merely outsourcing the preparation function to the auditor. If this is the case, the auditor must document how the client has these skills and what controls are in place at the client. It has been suggested by some that if a client is capable and willing to review the financial statements with a disclosure checklist, this condition has been met.
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