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Test checkmglselectlve venﬂcatlon e
Concept \ . L . e Jf,';’

54 -1 Test checking has been defmed by Megis ‘as, ot

‘A means to select and examme a representatwe sample from a large nurnber
of similar items.” RS ¥

Thus test checkmg unphes selectmg a few transactxons on the baSIS Of auditor’s
Judgment and examining them, The .opinion formed by. the, auditor after such
checking is extended to. the whole set. of! transactlons, ' which is-referred to as
population/univérse and. portlon of umverse selected and; exammed is called
sample The umverse 1s composed of all 1tems of snmlar nature

Importance » ¥

LS e ’,i.v/ t’ 't !”Jd gr ':"
5.4-2 Test checkmg is extenswely apphed by ‘auditory For example anthmetlcal
accuracy checks are undertaken and debtor’s conflrmatlons gre obtained usually
on test check basis. But the'use and extént of test ‘checking is dependent upon the

system of internal check in operation for. the. business. More efﬁc1ent the internal
check system, lesser the extent of test checkmg I LRI

- Safeguards for the appllcatlon of test checklng

5.4-3 Test checklng should be carned out mtelhgently and carefully‘ othermse it

maylead todangerous consequences Certa:n safe guards should be taken to ensure
rehablhty of résults of test checkmg These are mentloned below § o

(t) Representativeness of the sample The sample selected should berepre: §
_:‘,"sentatlve in character ie, work, of almost. all clerks of the client and E
. -transactions “from all of the- books should be included in it. Moreover §

. universe from where sample is bemg selected should be hOmogeneous " 3
L nature S

: ' - - N e v ke
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.1t (i) Random selection - The selection of sample muét be dqhé, on @ random

basis. T i : :
he auditor may use random tables and various, computer

programmes for this purpose.

checked.

(iv) E(‘)‘:;;it‘.::lwplete. coverage of transactions: - Test checking 'is normally
o, C In such a way that the audit programmes for three to five years

cover all types of ‘transactions for the whole year. For example, in year

2000-2001, transactions relating 'to'Jan‘l;ia‘ry,» June and December are

checked in year 2001-2002, transactions covering the months of Febru-

ary, May and July are checked in year 2002-2003 transactions were

selected from the months of March, August and November and so on._

(v) Study the 1_:ro¢g$si:ig of a transaction in'detail - Procedures for processing
a transaction right from the beginning to the end must be studied in a
“sequential order for transactions selected for test checking. Not only the

procedures should be studied, but also the objective of each check atany -

point in the transaction cycle should be clearly understood by the audit

s]taff. For example, every purchase of goods should be properly requisi-- .
tioned and ordered, goods received should be in a'good condition and the .

amount paid for them should match the amount on vendor invoice.
5.4_4 Advantages B by, -« N ' R i L 'n“:.', : i i :' {‘ ' |
() Test checking saves time and energy. R
(i) It helps in reducing the cost of audit. .

5.4-5 Disadvéntages ST R

N

(zu). gl;)trlr;g;egeeexaqxiqatiqn - Some transactions like opéning énd _ciOSing" ¥
entries, depreciation entries and non-rectirring or exceptional transac-
o test chens party transactions or overseas sales should not be subject .

: ck. Cash'bci)o_k and pass book should also be thoroughly

() All errors or frauds may not be detecte -Testc}feckmg is based on the -
selection’ of representative sample of transaction.” The possibility of -

‘detection of all errors or frauds is, therefore, reduced.”” .

(i) Difficulty in determining the sample size - If ‘does not provide for any -

scientific technique for determining the size of the'sample to be selected.

'Hence, the sample selected may not be representative.

tiliz). Does not measure the risk element in checking - There should always be

“ameasure of risk (called confidence level) associated with reétylts drawn
on the basis of a samplé and extended to universe. But in test checking the

_ risk element in checking cannot bemeasured. 7.
(V) ‘Unsuitable for small businesses - Test checking is unsuitable for small
"businesses because the sample selected may not be representative. -

Test checking and Auditin-depth ~ * T - S
5.4-6 Audit-in-depth implies adet
through its processes of the activit
it involves a comprehensive ch

ailed and St'e"p by‘s'.t"e'p' 'e:‘(":«;mi'r'l'atiqn of transactions
ivity fromorigin to the conclusion. In other words,
ecking. Audit in depth is closely associated with test.

T L T
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g EVIDENCE IN AUDITIN

Checking. The tra

; n
audlt_in depth.
Test checking ang

cking ' it examination, T

5.4-7 Both test checkj ¢ forms of audit exan 0
n a N - X e are orm rout;
understand the I‘G:Iationgs 2 iI;)d bl ec:utme checkm%t is important to understand routing
checking {irst, ween the two _ - N ot
. k& : . * on

0 Concept “The checking of certain records and books vaz.n b(tlg 851'13 typ egén(e::
entry, ledgerg and trial balances, which are k‘?°mi?ﬁomally involveg.
usinesses, by the auditoris called routine checking. X

d other ¢q.

@ Chec?‘i“g of castings, sub-castings, carry-forwards an | I cal
culations in the books of original entry.

(b) Chec ing of

of posting into the ledger. L e
©) Clglecking of casting and balancing of various accounts in the
edger, ' > ©

(@ Checking of transfer of balance from ledger to mal balance.
(i) Objectives . The ob

jects of routine checking are : _
(@) Verification ¢
~ and ledgers.

(&) Ensuring postin

: ‘e subjected ¢
>3Ctions selecqed at random in test checking are s - °

Routine Che

. . ‘ [ -
f arithmetical accuracy of the e_?ntnes In original book
g from booké.-'of oﬁgirial entry tq the Correct
N -accounts in ledgers, SO T b ¢ aped
(i) Advantages - e

(@) Helpsin a'scertainihg the arithmetical ac "u'racy of the accounts,
(b) Early detection of frauds and errors of simple nature. - -

(¢) Being a simple job, it can be done by a pefsop with ordinary know|.

-

edge of accounts,
(V) Disadvantages

(@ Causes monotony in the staff performing it because of it
mechanical nature, . y ' ‘
errors an

(&) Does not reveal compensatory ‘ 1d errors of ?rihfciple. Only
clerical errors can be easily detected through routine checking,

* . . . e 7
’ - : LR
-

£

King. ore, it should be
"done very intelligently and carefully.” "= * *% 42 crro. oo

(V) "“Test checkmg and routme- Checklng ca_n be dis
~ following points ; ST ETan De gk

.(@) Concept - Test checking involves selecting a few transactions on
~* ' the basis of auditor’s judgment and examining them. But routine
- checking involves checking of books and records.. -
(b) Object - The main objec

t of test checking is 70 form an opinion on
the financial statements on the basis

‘ , s of examination of selected

o T sample.’ While the main object of routine checking is ensuring

A arithmetical accuracy of the entries in the original books and ledg
~ers and posting to correct ledgers accounts, < - -

tinguislged on the basis of
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) Relationshlp
test checking,

5.4-8 Auditor"s duty regarding test checking

() Auditor uses tegt checking to reduce cost and save time,
(i) Useand extent of test
check in operation for business.

. . ST Its of test
(i) Certain safeguards should be taken to ensure reliability of resu
checking such a5 {he

ve the
sample selected should be {epfﬁse;‘;f‘;ézgntgf
selection of sample must be done on a random basis, lt te overage of
sample must be done on a random basis, ensure comple e
transactions, etc, '

(v) Test checking shoulq be carried out intelligéntly and qareflllllyt, ]?t};irc‘ﬁ’:f;
it may lead to dangeroys consequences, If done negligently, the '
may be held responsible

* Routine checks may be performféd on“the basis QF, |

checking is dependent upon the system of intern

for subsequent discovery of frauds and errors. -

- g S darataat
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