Audit Program: Inventory at Third-Party Locations
	Client: [Client Name]
	Period end: [MM/DD/YYYY]

	Prepared by: [Initials] Date: [MM/DD/YYYY]
	Reviewed by: [Initials] Date: [MM/DD/YYYY]

	W/P reference: [Ref]
	Engagement: [Audit / Review / Compilation]



[Drafting note, delete before use: Draft for professional judgment. Tailor it to the engagement or the firm, and have legal counsel review it where needed. It is not legal advice and does not by itself show compliance with professional standards or with any law or regulation. Procedures are a starting point. Tailor the nature, timing and extent to your risk assessment, and cut procedures that do not respond to an assessed risk.]
1. Objective
To obtain sufficient appropriate audit evidence about inventory held by others (consigned out, in public warehouses, at third party processors, at customer sites and in transit), including existence, ownership and valuation.
2. Framework and standards
AS 2510 for issuers, which states that when inventories are held by public warehouses or other outside custodians the auditor ordinarily obtains direct written confirmation from the custodian and, where the inventories are a significant proportion of current or total assets, applies one or more of the procedures in paragraph .14 (testing the owner’s procedures for investigating the warehouseman, obtaining an independent accountant’s report on the warehouseman’s control procedures, or alternative procedures such as observing counts). For nonissuers AU-C 501 addresses inventory and the other selected items.
3. Entity information
	Item
	Entry

	Client and balance or class of transactions
	[Client Name]: [account area]

	Period and balance sheet date
	[MM/DD/YYYY]

	Materiality and performance materiality
	[Overall $] / [Performance $] / [Clearly trivial $]

	Significant accounts or disclosures covered
	[List]

	Controls to be tested (reliance planned: Yes / No)
	[Control IDs from the walkthrough]



4. Risks and planned responses
	Risk or matter
	Assertion
	Planned response (procedure refs)
	Assessed level (Low / Moderate / High)

	Inventory recorded that is not held or not owned by the entity
	Existence, rights
	A.1 to B.5
	

	Goods at third-party locations omitted from the count
	Completeness
	A.2
	

	Consigned goods in the books of the wrong party
	Rights
	C.1, C.2
	

	Goods in transit recorded in the wrong period
	Cutoff
	C.3
	

	[Entity-specific risk]
	
	
	



5. Population
	Ref
	Procedure
	Assertions
	W/P ref
	Done by / date
	Result

	A.1
	Obtain a schedule of inventory by location, including each third-party location, with quantity, cost and holder; reconcile to the general ledger.
	Completeness
	
	
	

	A.2
	Identify all third-party arrangements from contracts, bills of lading, warehouse receipts and inquiry of operations; compare with locations on the schedule.
	Completeness
	
	
	

	A.3
	Determine the significance of each location to current assets and to the audit and set the extent of testing.
	All
	
	
	



6. Existence and custodian controls
	Ref
	Procedure
	Assertions
	W/P ref
	Done by / date
	Result

	B.1
	Obtain direct written confirmation from each custodian of quantities, descriptions, condition and any liens or claims.
	Existence, rights
	
	
	

	B.2
	For significant locations, test management’s procedures for investigating and evaluating the custodian, and obtain an independent accountant’s report on the custodian’s control procedures where available.
	Existence
	
	
	

	B.3
	Where required by risk, observe counts at the third-party location or perform other procedures such as tracing to warehouse receipts and shipping documents.
	Existence
	
	
	

	B.4
	Test pledged warehouse receipts and any inventory financing against lender reports.
	Rights, presentation
	
	
	

	B.5
	Test roll-forward from a count at a date before or after year end to the balance sheet date using receiving and shipping records.
	Accuracy, cutoff
	
	
	



7. Ownership, valuation and cutoff
	Ref
	Procedure
	Assertions
	W/P ref
	Done by / date
	Result

	C.1
	Read consignment and processing agreements to determine who holds title and risk of loss, and confirm consigned-in goods are excluded from inventory.
	Rights
	
	
	

	C.2
	Evaluate the cost of goods at third-party locations, including freight and storage charges, and the net realizable value of slow-moving items.
	Valuation
	
	
	

	C.3
	Test goods in transit at year end against purchase terms and bills of lading, and sales cutoff for goods shipped from third-party locations.
	Cutoff
	
	
	

	C.4
	Agree the inventory note to the schedule, including inventory pledged as collateral and held on consignment.
	Presentation
	
	
	



8. Conclusion
Conclude on whether inventory held by others exists, belongs to the entity and is fairly stated.
[Conclusion: whether sufficient appropriate audit evidence was obtained for the account area, the misstatements identified (carried to the summary of uncorrected misstatements), and any matters for the engagement partner or those charged with governance.]
Preparer and reviewer sign-off
	Role
	Name
	Signature or initials
	Date
	Extent of review

	Prepared by
	[Name]
	[Initials]
	[MM/DD/YYYY]
	Not applicable

	Reviewed by (senior / manager)
	[Name]
	[Initials]
	[MM/DD/YYYY]
	[Full / selected items]

	Reviewed by (partner or controller)
	[Name], CPA
	[Initials]
	[MM/DD/YYYY]
	[Full / significant matters and judgments]



Free template from CORAA (coraa.ai/us/templates). Draft for professional judgment: adapt it to the engagement and your firm’s methodology, have legal counsel review where needed, and check it against current AICPA, FASB and other applicable requirements before use.
