
SAMPLE: NOT FOR USE 

 

AI Risk Procedures 

Revenue 
Risk of overstatement of revenue, contract asset/receivables 
and profit because: 

• contracts may include variable consideration (variations, 
bonuses/penalties) and should only be included in 
transaction price if highly probable there will be no 
significant reversal. The policy wording refers to FV whereas 
IFRS 15 is based on transaction price 

• the output method relies on a stage of completion certified 
by a surveyor who may not be independent 

• if outcome cannot be reasonably measured, revenue should 
be limited to recoverable costs incurred 

• long-term contracts involve significant judgements and high 
estimation uncertainty (e.g. contract outcome, stage of 
completion) which increases scope for manipulation 

• stage payments are invoiced monthly and may exceed the 
value of work performed   

• the absence of any contract liability balance may indicate 
that deferred revenue has been omitted for contracts 
where cumulative invoices exceed stage of completion 

• the contract asset is unchanged; if the related projects were 
completed in 2025 and final invoices were posted to 
revenue, failure to clear/reverse the contract asset against 
revenue would result in revenue being double counted  

• balances are released to revenue on completion which may 
be recorded in wrong period or at wrong amount 

• contract prices reach £6m, so a small percentage error on a 
large contract is highly material 

• GPM has unusual monthly variations 
 
 
 

 

Inspect signed customer contracts and correspondence for 
variations, claims and penalty/bonus clauses and assess 
whether variable consideration is appropriately constrained. 
 
Inspect signed customer contracts to confirm the total fixed 
price, the single PO and the stage-payment terms. 
 
Critically assess the surveyor’s competence, objectivity and 
independence (external vs CC staff). 
 
Reperform revenue calcs (% completion x total price) using 
the surveyor’s certificate of % completion at 31.12.25.  
 
Inspect basis for concluding the outcome can be reasonably 
measured (forecasts/budgets, surveyor certs, past contracts). 
 
Inspect signed contracts to identify contracts which are billed 
in advance of work performed. 
 
Inspect AC 1050 and 2050 contract asset/liability   
 
Reconcile amounts invoiced to revenue and journals posted 
to the contract asset / liability. 
 
For projects completed in 2025, trace bf contract asset to 
final invoice and confirm the bf balance was cleared (to 
receivables or against revenue recognised on final invoice). 
 
Inspect post-year-end completions and confirm contract 
asset/liability balances were released in correct period. 
 
Test cut-off by agreeing revenue recognised either side of 
year end to certificates / evidence of work performed. 
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Analytical Procedures 

 

 11m  2024 Change % 

Revenue  13,209,728   15,544,578   (2,334,850) (15.0%) 

COS  (10,284,054)  (11,623,482)  1,339,428  (11.5%) 

GP  2,925,674   3,921,096   (995,422) (25.4%) 

GPM 22.1% 25.2%   

 

2025 

 Jan Feb Mar Apr May Jun 

Revenue  2,180,883   1,292,690   2,648,092   1,382,748   1,159,196   911,724  

COS  (1,082,467)  (1,549,804)  (1,195,243)  (1,523,211)  (980,810)  (629,460) 

GP  1,098,416   (257,114)  1,452,849   (140,463)  178,386   282,264  

GPM 50.4% (19.9%) 54.9% (10.2%) 15.4% 31.0% 
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REVENUE (IFRS 15) 

IFRS15 Revenue 

• Revenue recognised when control transferred (services provided), not when cash received 

5 Step Model 
Identify customer contract Terms approved by buyer and seller 

Identify the distinct Performance 
Obligations (PO) 

Goods to be delivered and services to be provided  
- Distinct PO: separately identified in the contract; can be sold separately and has 

a distinct function so that customer can use it without the other services 
provided in the contract i.e. the goods/services in the contract are not 
integrated, not highly interrelated and do not modify one another.  

Determine Transaction Price Amount of consideration entity expects to be entitled to receive 
Variable consideration: most likely outcome/expected value 
- e.g. bonuses, penalties, refunds, incentives, discounts 
- EV appropriate when large number of contracts with similar characteristics 
- Most likely outcome when only two possible outcomes 
- Variable consideration only recognised if highly probable that significant 

amount will not be reversed 
Future payments: discounted to PV 
Non-cash consideration: FV 

Allocate Price to PO Goods and services provided together:  
- Allocate based on standalone prices 
- Overall discount applied evenly to each PO 

Recognise revenue when PO 
satisfied/control transferred 

PO satisfied over time: 
- Customer simultaneously receives and consumes benefit 
- Creates an asset that customer controls 
- Asset has no alternative use and right to receive payment for work complete  
- Portion of PO satisfied measured as:  

  Output method: value transferred to customer as % of total 
  Input method: cost of providing services transferred to customer as % of total 

- If unable to measure outcome of contract: revenue = recoverable costs incurred 
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Inflo / Data Analytics Software (DAS) Exam Technique Guidance 

Explore 

• FS view: high level view  

• Account view: breakdown of FS number by account code   

▪ Significant change from prior year/inconsistent with information in scenario  

▪ Accounts with significant monthly increase/decrease (can visualise on bar chart) e.g. 

• Revenue 

• Cost of sales 

• Contract asset and Contract liability  

• Accruals and Capitalised contract costs 

• Losses on contracts and Provisions 

• Loans and Interest 

• Investment 

▪ Accounts not moving as expected e.g. COS not moving in line with revenue/GPM change 

 

• Transaction detail: 

▪ Other side of entry e.g. suspense account, technically incorrect 

▪ Amount e.g. material, round number 

▪ Date and time e.g. close to year end: manipulating profits/cut-off risk, outside work hours 

▪ Document type e.g. not appropriate for transaction/user, manual journals 

▪ Description e.g. unclear, inconsistent with other information  

▪ User e.g. not expected for type of transaction, starter/leaver 

 

• Combine numbers/detail with information in scenario to identify risks (like non-Inflo questions)  

 

• Stacked Bar Chart 

▪ Identify high risk transactions based on any two variables 

▪ Useful to see trend for the full year  

▪ Useful if there is a particular issue in scenario  

▪ Net = Value of transactions; Line count = Number of transactions 

Variables Risks 

Period/Accounts Posting in high-risk account close to year end e.g. accruals, revenue  

Period/Users High/low month; close to year end; starter/leaver; unexpected/dominant user 

Period/Hour or Weekday Posting outside normal work hours close to year end 

Period/Document Type Journal close to year end  

Accounts/User Unexpected user for account; starter/leaver; dominating user; lack of segregation  

Accounts/Hour or Weekday Posting outside normal work hours to high-risk accounts 

Accounts/Document type Unexpected document type (e.g. SI in purchases) 

Users/Hour or Weekday Specific user posting outside normal work hours 

User/Document Type Unexpected document type for user 

Hour or Weekday/Document Type Specific document type outside normal work hours 

 


