Summary of examples of Management Assertions matched with Control Procedures

ASSERTIONS
CONTROL PROCEDURES

PRESENTATION/

DISCLOSURE
-Accounting policy and procedures manual specifies appropriate accounting and disclosure for transactions

-Complex transactions are reviewed by the controller

-Use of a chart of accounts and review of proper account distribution by supervisor (also provides assurance regarding the valuation assertion)

EXISTENCE/

OCCURRENCE
-Accounts receivable are recorded only when a sales invoice is supported by a shipping document and authorized sales order

-Acc’t dep’t supervisor  mails monthly statements to customers and investigates differences reported by customers

-An authorized purchase order and receiving report are required (and matched)  before the vouchers payable dep’t can record a voucher

-Supporting documents are reviewed before a check is issued for payment of a voucher

-Paychecks are issued only when a valid time card for a valid employee has been submitted to payroll

-Having personnel responsible for the hiring of employees and completion of authorization forms

-Comparison of perpetual inventory records with goods on hand

-Recorded balances in the investment subsidiary ledger are periodically compared with (vouched to) the contents of the safety deposit box

-Acquisition of securities compared to brokers’ advices and canceled checks

RIGHTS/

OBLIGATIONS
-Sales invoices and sales contracts clearly specify ownership terms and when transfer of ownership occurs 

-Verification that securities in the bank safe deposit box are registered in the entity’s name

COMPLETENESS
-Billing dep’t supervisor matches prenumbered shipping documents with entries in sales journal

-Receiving reports are prenumbered and independently matched with vendor invoices

-Direct material requisition forms are prenumbered and accounted for

-Prenumbered receiving reports reconciled to inventory records

-Securities in the safe deposit box are compared to (traced to) recorded investments

-Account for stock certificates by comparing the total shares outstanding to the total in the shareholder’s ledger

-Reconciliation of subsidiary ledgers to control accounts is primarily related to valuation, but also gives secondary assurance of completeness 

VALUATION
-Billing  sends copies of approved sales orders to credit for comparison to authorized credit limits & current customer account balance

-Acc’t dep’t supervisor independently reconciles the A/R S/L to A/R control (G/L) account

-Verify that extensions and footings on the entity’s sales invoices and monthly customer statements have been recomputed

-Compare invoiced prices on prenumbered sales invoices to the entity’s price list 

-Authorization of write-offs of uncollectible accounts by a supervisor independent of credit approval

-Scan sales journal for sequential and unusual entries 

-Footing the purchases journal, sales journal

-Review of the asset and expense accounts debited in connection with a voucher payable

-Inventory subsidiary ledgers are periodically reconciled with inventory control accounts

-Periodically comparing inventory records with current cost of individual inventory items

-Comparison of the current market prices of recorded investments with the brokers’ advice on file

-Investigation of variances from budgeted amounts for maintenance and repairs expense

