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· This checklist is meant to ensure compliance of the OPERATIVE portions of the accounting standards. The DISCLOSURE requirements are covered under a separate Disclosure checklist ( where other disclosure requirements, viz under Companies Act, SEBI etc have been covered)

· Although this checklist needs to be completed at the time of engagement completion but it is important that this checklist  is kept in mind while framing the Audit procedures and also constantly referred to during audit execution so that any material departure is timely detected. 

· This checklist needs to be filled by a sufficiently senior person ( i.e. a qualified assistant or above) and should invariably be reviewed by the higher level staff during finalisation process.

· In case there is any material item which requires taking a view / judgement, appropriate documentation should be taken and filed to justify such view. 

· In case there is any “NO” answer, the requirements of S 211 (3C) needs to be qualified unless there are sufficient grounds to justify non-qualification. 
	INSTRUCTIONS

	This checklist has been prepared to assist in determining whether compliance has been made is in accordance with Accounting Standard issued by Institute of Chartered Accountants of India (ICAI). If further guidance is required in respect of the disclosure of any item, refer directly to the applicable Accounting Standard.

	The ‘Contents’ section of this checklist (next page) should be completed for all engagements for which the checklist is used. You should indicate, by checking the appropriate column, whether each relevant item listed exists or does not exist for the engagement. If a disclosure item exists for the engagement but is not significant, the ‘Item Exist’ should be marked ‘NS’. The detailed underlying checklist should be completed ONLY for those disclosure items which exist and are significant for every engagement 

	For all items, which exist and are significant, complete the applicable section of the detailed underlying checklist by checking the appropriate column for each question in the section. All NO answers should be explained either on the checklist or in an attached memorandum.
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	AS-1
	Disclosure of Accounting Policies

(1)  Whether all accounting policies have been disclosed at one place?

(2)  Whether the fact of change in accounting policy having material effect and the affected amount has been disclosed?

(3)  Where the change has any material effect in later periods only, whether disclosed?

(4)  Whether fundamental accounting assumptions followed? (Going concern, accrual, consistency )
(5)  Whether major considerations governing the selection of accounting policies followed?
      (Prudence, substance our form, materiality)

	
	
	
	

	AS-2
	      Valuation of Inventories

(1)  Whether the standard is applicable to the enterprise or not ( e.g. where it may not be applicable : agricultural produce, WIP in construction contracts, machinery spares etc. ). ?

(2)  Whether measurement of cost of inventory done properly?
(a)  Whether all costs of purchase PLUS cost of conversion PLUS other costs incurred to bring the inventory to present location and condition have been considered?

(b)  Whether allocation of fixed production overheads is based on the normal capacity of the production facilities?

(c)  Abnormal wastage , finance costs, storage costs, selling and administrative costs have been excluded?

(d)  Whether excise duty included for stock valuation?

(e)  In case of joint products or main products, whether cost allocations done on rational and consistent basis?

(4)  Whether appropriate cost formula has been used, i.e. either FIFO or Weighted Average?

(5)  Whether comparison of costs with NRV has been done on individual basis? If no, whether the global comparison is acceptable in the circumstances of the cases?

(6)  Whether the NRV estimates indicate to the conditions existing on the balance sheet date? 

(7)  Whether proper documentation has been obtained for supporting the NRV estimate?

(8)  Have raw materials been written down below cost only if there has been a decline in the price of materials and it is estimated that the cost of the finished products will exceed net realisable value?


	
	
	
	


	AS- 3
	Cash Flow Statements

(1)  Have operating, investing and financing activities been properly classified along with cash & cash equivalents.

(2)  Whether indirect method has been followed? (i.e. starting with net profit and adjusting non-cash items)

(3)  In the case of non-financial enterprises, whether cash flows arising from interest paid have been classified as cash flows from financing activities while interest and dividends received have been classified as cash flows from investing activities. Dividends paid should be classified as cash flows from financing activities.

(4)  Whether cash flows arising from taxes on income have been separately disclosed and classified as cash flows from operating activities?

(3)  Whether transactions in Foreign currency recognised at exchange rate on date of cash flow.

(4)  Whether Investing and financing transactions that do not require the use of cash or cash equivalents have been excluded from cash flow and disclosed elsewhere in the financial statements in a way that provides all relevant information about these activities?
(5)  Whether cash flow associated with extraordinary items been classified as per arising from its respective activities i.e. from financing, operating and investing.

	
	
	
	

	AS-4
	Contingencies and events occurring after the balance sheet date  

(1)  In respect of any contingent liability, if future events are likely to confirm situation on balance sheet date PLUS reasonable estimate of effect can be made, whether the liability has been recognized in the accounts or not?

(2)  In case either of the above two condition has not been made, whether appropriate disclosure of contingent liability has been given?

(3)  Whether the following contingent liabilities, if any,  have been disclosed?

(a)  Bills discounted

(b)  Guarantees given

(c)  Income tax, excise or customs demands, in appeal.

(d)  Income tax, excise or customs Show Cause notices received.

(4)  In case any events occurring after Balance Sheet date require adjustments in the financial statements, whether the same have been done?

(5)  Where dividend, if any, has been proposed, whether the same has been accounted for in the accounts for that period?

	
	
	
	

	AS-5
	Net Profit or Loss for the period, Prior Period items and changes in accounting policies

(1) Whether extraordinary and prior period items                   separately disclosed on the face of the profit & loss account?

(2) Other matters covered in Disclosure checklist.


	
	
	
	

	AS-6
	Depreciation Accounting

(1) Have you reviewed the useful lives of the fixed assets to ensure that they are not shorter than the Schedule XIV estimates?

(2) Where the estimated useful life is revised, whether the depreciation has been charged over remaining useful life?

(3) Whether depreciation method has been applied consistently?

(4) Whether in case of change in method of depreciation, retrospective effect has been calculated and charged / credited in the period of change.

(5) Where there is a change in historical cost of asset value due to fluctuation etc. whether depreciation has been charged prospectively over remaining useful life?

(6) In case of revaluation, whether depreciation has been charged on revalued amount prospectively over remaining useful life?


	
	
	
	

	AS-7
	Accounting for Construction Contracts

(1) Whether all contracts have been accounted for on Percentage Completion method or not?

(2) Where there have been variations in the contract work, whether revenue has been recognized only if it is probable that it will result in revenue and is capable of reasonable estimation?

(3) In case of revenue already recognized, if there is any uncertainty of collection, it should be treated as an expense and should not be recognized as adjustment to revenue.

(4) Whether foreseeable loss is provided for irrespective of the amount of work done and method of accounting followed?

(5) Since Percentage Completion Method involves use of estimates, whether such change in estimate has been disclosed as required under AS 5?


	
	
	
	

	AS-8
	Accounting for Research and Development(R&D)

(1) Have you ensured that costs incurred to maintain production or to promote sales of existing products have been excluded from the costs of research and development. 

(2) Whether R & D costs have been charged to revenue as and when incurred?

(3) In case R&D expense is not charged to revenue but is deferred whether all required conditions for deferral of R & D cost have been fulfilled ?

	
	
	
	

	AS-9
	Revenue Recognition

(1)  In case of sales, whether revenue has been recognized only if one of the following condition has been satisfied: either at the time of transfer of property or when all significant risk and rewards have been transferred to the buyer? 

(2)  In case of rendering of services, whether revenues have been recognized when the service is performed?

(3)  In case of dividends, whether they have been accrued only if the right to receive the same has been established?

(4)  Have you verified policy of revenue recognition particularly export benefits, insurance claims, escalation claims, warranty claims etc. 

(5)  Whether revenue recognised is measurable and is it reasonable to expect ultimate collection.

(6)  Unrecognized revenue in earlier periods as per this standard recognised in current year should not be considered as prior period item.

(7)  Whether disclosure made for circumstances in which revenue recognition has been postponed.


	
	
	
	

	AS-10
	Accounting For Fixed Assets

(1)  Have fixed assets been valued at historical cost?

(2)  Whether the cost of fixed assets comprises purchase price and any attributable cost of bringing the asset to its working condition for its intended use?

(3)  In case of assets acquired in exchange of other assets or in exchange of shares etc. whether they have been recorded at  fair market value of the asset given up?

(4)  Whether subsequent expenditure related to a fixed asset ( e.g. heavy repairs etc. ) has been added to book value only if it increases the future benefits from the existing asset beyond its previously assessed standard of performance?

(5)  Whether material items retired from active use and held for disposal have been stated at the lower of their net book value and net realisable value and shown separately in the financial statements?
(6)  Whether all stand-by equipment and servicing equipment have been capitalized?
(7)  In case of machinery spares, whether total cost have been allocated on a systematic basis over a period not exceeding the useful life of the principal item?

(8)  In case of revaluation of assets, 

· Whether revaluation done for entire class or on systematic basis?

· Whether depreciation on revalued amount charged prospectively?

· Whether any increase / decrease in net book value on revaluation treated as per this standard?

(9)  Whether goodwill has been recorded in the books only when some consideration in money or money's worth has been paid for it?
(10)  Whether valuation of fixed assets in special cases i.e. hire purchase basis, owned jointly with others, purchase of several assets for a consolidated price etc.  have been done properly?

	
	
	
	

	AS-11
	Accounting for Change in Rates of Foreign exchange

(1)  Whether all foreign exchange transactions are initially recognised at spot / average rates prevailing at the date of transaction? (e.g. sales should be recorded at the rates prevailing on the date of bill of lading, imports should be recorded at the B/E date).

(2)  Whether all exchange differences arising on foreign currency transactions have been recognised as income or as expense in the period in which they arose?

(3)  Whether exchange differences arising on repayment of liabilities incurred for the purpose of acquiring fixed assets, which are carried in terms of historical cost, have been adjusted in the carrying amount of the respective fixed assets?

(4)  In case of forward contracts, whether the difference between the forward rate and the exchange rate at date of the transaction has been recognised as income or expense over the life of the contract?

(5)  Whether any profit or loss arising on cancellation or renewal of a forward exchange contract has been recognised as income or as expense for the period?

(6)  Foreign Exchange Translations for overseas branches etc.- Whether the following has been done?

· Revenue items – Average rates

· Opening / closing stocks - rates prevalent at the commencement and close respectively of the accounting period

· Depreciation - rates used for the translation of the values of the assets on which depreciation is calculated

· Fixed assets should be translated using the exchange rate at the date of the transaction.

· Monetary items should be translated using the closing rate

· Balance in 'H.O.account', - at the amount of the balance in the 'branch account' in the books of the H.O.. 

(7)  At each balance sheet date, whether all monetary items converted at closing rate?

        
	
	
	
	

	AS 12
	Accounting For Government Grants

(1)  Have you ensured that Government grants have not been recognised until there is reasonable assurance that 

· the enterprise will comply with the conditions attached to them, and 

· the grants will be received.

(2)  Have grants related to specific fixed assets been presented in the B/S by showing the grant as a deduction from the gross value of the assets concerned?.

(3)  Have grants related to revenue been recognised on a systematic basis in the profit and loss statement over the periods necessary to match them with the related costs, which they are intended to compensate?

(4)  In case of grants of the nature of promoters' contribution whether they have been credited to capital reserve?

(5)  In case of grants in the form of non-monetary assets, given at a confessional rate, whether they have been accounted for on the basis of their acquisition cost.

(6)  In case grants have become refundable whether they have been accounted for as an extraordinary item?

	
	
	
	

	AS 13
	Accounting for Investments 

(1)  Whether the cost of investments includes acquisition charges such as brokerage, fees and duties?
(2)  If an investment is acquired in exchange for another asset, whether the acquisition cost has been determined by reference to the fair value of the asset given up.
(3)  Whether all interest, dividends and rentals receivables in connection with investment are regarded as income?
(4)   In case of right shares whether the cost of the right shares is added to the carrying amount of the original holding. 
(5)  If rights are not subscribed for but are sold in the market, whether the sale proceeds are taken to the profit and loss statement?
(6)  Whether investment properties have been accounted for as long-term investments?
(7)  Whether the cost of any shares in a co-operative society or a company, the holding of which is directly related to the right to hold the investment property, is added to the carrying amount of the investment property?
(8)  Whether current investments are carried in the financial statements at the lower of cost and fair value determined either on an individual investment basis or by category of investment, but not on an overall (or global) basis?

(9)  Whether long term investments are carried in the financial statements at cost?

(10)  Whether provision for diminution has been made to recognise a decline, other than temporary, in the value of the long term investments? Whether such reduction has been charged to the profit and loss statement?

(11)  On disposal of an investment, whether the difference between the carrying amount and net disposal proceeds has been charged or credited to the profit and loss statement? 

On disposal of  part investment  whether profit or loss been calculated on the basis of average carrying amount of the total holding of the investment?

(12)   Where long-term investments are reclassified as current investments, whether transfers are made at the lower of cost and carrying amount at the date of transfer?
(13)  Where current investments are reclassified as long-term, whether transfers are made at  lower of cost and fair value at the date of transfer?
 
	
	
	
	

	AS 14
	Accounting For Amalgamation

(1)  Have you obtained the copy of the scheme of amalgamation effected during the period?

(2)  Have you examined the shareholders' approval and board resolutions passed in relation to the amalgamation?

(3)  Have you clearly ascertained whether the amalgamation is in the nature of MERGER or PURCHASE?

( If the amalgamation satisfies 5 specified conditions, it is in the nature of merger, otherwise it is a purchase)

(4)  In case the five conditions have been met, have you documented the reasoning behind the same?

(5)  Have you ensured that the correct method of accounting has been applied depending upon whether it is a merger ( pooling of interest method) or whether it is a purchase ( Purchase method)?

(6)  In case the pooling of interest method has been followed, have you ensured that all assets. Liabilities, reserves have been recorded at the same values and in the same manner as they appeared in the books of the transferor?

(7)  In case of Purchase method, have you checked that excess of consideration over the net assets acquired has been recognised as goodwill / Capital Reserve?

(8)  In case goodwill has arisen as above, whether it has been amortised every year ( Max-5years)?

(9)  Have you verified that statutory reserve appearing in the financial statements of the transferor company is recorded separately and an equivalent amount is recorded as 'Amalgamation Adjustment Account' under 'Miscellaneous Expenditure' in the balance sheet of the transferee company?

(10)  Whether the reserves of the transferor company have been adjusted in the accounts as per the treatments prescribed by the scheme?

(11)  Have you ascertained that the considerations other than cash have been determined at fair value?

(12)  Check whether the value of consideration requires any adjustment, which is contingent on one or more future events as specified in the scheme of amalgamation?


	
	
	
	

	AS 15
	Accounting for Retirement Benefits

(1)  Have you ascertained the various types of retirement benefits applicable to the company?

· Retirement benefits normally consist of Provident fund / superannuation / pension / gratuity / leave encashment / post retirement medical benefits etc.

(2)  Have you checked whether the retirement benefits provided by the company are in the nature of:

· defined contribution scheme (arrangements to provide PF, superannuation or pension, gratuity, etc. payable to employees on leaving service on retirement or after death)

· defined contribution scheme (schemes in which retirement benefit amounts are determined by contributions to a fund together with earnings thereon) ;or

· defined benefit scheme (schemes in which retirement benefit amounts are determined based on employee’s earnings and / or year of service.

(3)  Have you ensured, in case of provident fund and other defined contribution schemes, that:

· the charge to the profit and loss accounts has been determined on the basis of the amounts to be contributed for the period to the respective funds;

· shortfall in the amounts to be contributed has been provided for; and

· prepayments, if any, has been considered as assets.

(4)  Have you ensured, in case of gratuity and other defined benefit schemes, that:

· where payments are made out of own funds of the employer, the charge to the profit and loss account and corresponding accrued liability have been recognised on the basis of actuarial valuation;

· where payments are made through a fund created under a trust, the cost accrued for the year has been determined on actuarial basis (usually at the each year end or at least once in every three years)

· where payments are made through a fund under a scheme administered by an insurer (say, LIC), the charge to the profit and loss account has been made on the basis of the amounts of contribution confirmed / certified as appropriate by the insurer

(5)  Have you obtained and examined the copies of the arrangements / trust deed / actuarial valuation certificate to ensure the correctness of the charge for the year to the profit and loss account; and the year-end liability / asset?

(6)  Is there any change in the retirement benefit costs (for existing employees or retired employees) during the year due to:

· introduction of a new scheme or improvements in the existing scheme

· changes in actuarial methods / assumptions 

If yes in (6) above, check whether the impact of such change has been ascertained and adjusted (debited or credited) in the profit and loss accounts in the same period as prior period or extraordinary item as per AS 5?


	
	
	
	

	AS 16
	Borrowing Costs

(1)  Whether all qualifying assets and related borrowings properly identified?

(2)  Have you examined whether the assets in relation to which the borrowing costs are capitalised are qualifying assets?

(3)  Have you examined that the items of borrowing costs considered for the purpose of capitalisation are of the following nature:

· interest and commitment charges on borrowings from banks / FIs and other short term and long term borrowings;

· discounts and premiums relating to borrowings;

· finance charges for assets acquired under finance lease or similar other arrangements; and

· exchange differences arising from foreign currency borrowings to the extent they relate to adjustment to interest costs.

(4)  Have you checked that the only those borrowing costs, which are directly attributable to the acquisition, construction or production of a qualifying asset are capitalised?

(5)  Have you identified the amounts of funds that are:

· borrowed specifically for the purpose of obtaining the qualified asset?

· borrowed specifically as above and invested temporarily pending their expenditure on the qualifying asset?

· borrowed generally and used for the purpose of obtaining the qualified asset?

(6)  Have you identified the amount of income, if any, earned during the period from temporary investment of specifically borrowed funds?

(7)  Have you checked the details of calculations of the borrowing costs to be capitalised in accordance with the following?

· in case of specific borrowings, the actual amount of borrowing costs incurred; and  the amount of borrowing costs is reduced by the amount of income earned as mentioned in 6 above;

· in case of funds generally borrowed and used for qualified asset, the amount of borrowing costs is determined by applying a weighted average rate (capitalisation rate) of the borrowing costs incurred by the enterprise on its borrowings (other than specific borrowings) outstanding during the period;

(8)  Whether all the necessary conditions for commencing capitalisation satisfied. 
(9)  Have you checked whether Capitalisation has been suspended in circumstances specified in the standard?

Note: According to an interpretation issued by ICAI borrowing costs should be capitalized only when an asset takes at least one year to be ready for its intended use.

 
	
	
	
	

	AS 17
	Segment Reporting
(1)  Have the Reportable Segments, business segments or geographical segments, been identified based on the inherent risks and returns associated to the identified segments?

(2)  Have you gained proper knowledge of internal organisation, management structure and system of internal financial reporting to Board of Directors and other senior officials for identifying predominant source and nature of risks and differing rates of returns of the enterprise or otherwise disclose the basis adopted by you for such.

· (Obtain duly approved management information / documents used for assessment of the business / segments' risks and returns of the enterprise which are predominant to achieve the objectives of the enterprise)

(3)  Has a matrix approach been followed to ensure whether the risks and returns of the enterprise are strongly affected by both business segments and geographical segments? 

· If yes, whether the business segments have been considered as the Primary Segments?

(4)  Do the reportable segments (for each product / service line or geographical line) meet any of the following quantitative thresholds:

· Aggregate sales revenue from external customers and other segments (internal sales) is 10% or more of the total revenue (external and internal) of all segments; or 

· Segment result (profit or loss) is 10% or more of the combined result of all segments or the combined result of all segments in profit or in loss, whichever, is greater in absolute amount; or 

· Segment assets are 10% or more of the total assets of all segments.

(5)  Has any segment (business or geographical) other than those identified as above, been considered as reportable segment despite its size?

· If no, has the same been reported as unallocated reconciling item? 
(6)  Whether total external revenue from all the reportable segments constitutes at 75% of the total external revenue of the enterprise?

· If no, whether additional segments have been identified as reportable segments (even if such segments do not meet any of 10% thresholds as mentioned above) so as to meet the 75% revenue criteria?

(7)  Whether a segment identified as a reported segment in the immediately preceding period based on 10% threshold, has been continued to be considered as a reportable segment in the current period even if it does not fall under any such threshold criteria?

(8)  Whether the segment data of the preceding period has been restated where the new segment is reported in the current period based on 10% threshold criteria?

(9)  Has any asset or liability that relate jointly to two or more segments been allocated to segments?


	
	
	
	

	AS-18
	Related Party Disclosures

(1)  Whether the followings identified properly:

· Related parties

· Related party relationship

      [Read the definitions given for the above in AS18]

(2)  Have you obtained the list of related parties from the management with adequate documentary evidences?

(3)  Are you satisfied with the internal control mechanism or other procedure of the management for identifying the related party transactions?

(4)  Have you tested the basis of identifying the related parties by the management?

(5)  Have you documented the nature and value of the transactions with the related parties?

(6)  Have you documented that the transactions with the related parties were on arm's length basis?

(7)  Provide details of transactions, which according to you were not entered on arm's length basis.


	
	
	
	

	AS-19
	Leases

(1)  Have you examined whether the lease agreement (or hire purchase agreement) is for a finance lease or a operating lease by applying the following criteria?

· transfer of ownership of the asset to the lessee by the end of the lease term;

· the lessee has the option to purchase the asset at a price which is expected to be substantially lower than its fair value at the time of exercise of such option and such option, at the inception of the lease, is reasonably certain that it will be exercised ;

· the lease term is almost equal to  the economic life of the asset, even if the title is not transferred;

· the present value of the aggregate minimum lease payments, at least equals the fair value of the asset;

· the lease asset is a specialised asset to the lessee;

· the lease can be renewed for a secondary period at a rent which is substantially lower than the market rent

(2)  Is there any change in the terms of lease agreement during the period of the lease, which results in a different classification of the lease?

(3)  In case of a finance lease, have you checked whether the lease accounting in the books of the lessee is made in the following manner?

· At the inception of lease, the asset taken on lease is recognised as an asset and corresponding liability is created under current liability or a long term liability;

(The above lease liability should not be shown as a deduction from the lease assets)

· The asset and liability as mentioned above are recognised at the fair value;

· The present value is calculated  by applying the implicit rate of interest in the lease or in absence of the same, the incremental borrowing rate of the lessee;

· Lease payments are apportioned between the finance charge and reduction of lease liability (i.e., repayment towards the cost of asset)

· Finance charge is allocated over the period of lease in such a manner it reflects a constant rate of interest on the outstanding liability for each period.

· The depreciation on the leased asset is charged as per the depreciation policy followed by the lessee in respect of assets owned by it in compliance with AS 6 and statutory requirements (schedule XIV).

· If there is not reasonable certainty that the lease asset, after the least term, will be acquired by the lessee, the asset is fully depreciated over the lease term or the useful life of the asset, whichever is shorter;

(4)  In case of a finance lease, have you checked whether the lease accounting in the books of the lessor is made in the following manner?

· The asset given under the finance lease is shown as a receivable at the value of net investment. If the lessor is a manufacturer or dealer on such asset, sales is to be recognised at fair value in accordance with its usual policy of revenue recognition;

·  Finance income is recognised in a manner that reflects a constant periodic interest income over the lease period on the outstanding net investment;

· In case manufacturer or dealer lessor, where the present value of minimum lease payments calculated at a commercial rate of interest is lower than the fair value, then sales should be recognised at such P.V.;

· If artificially low rate of interest is quoted by the manufacturer or dealer, sales should be recognised at a value which would have been if the leasing had been done at a commercial rate of interest.

Operating Lease

(5)  In the books of the lessee, whether lease payments are charged to the P/L on a straight-line basis over the lease period.

(6)  In the books of the lessor, asset given on lease is recognised as a fixed asset (depreciation is charged as per AS 6) and lease income is recognised in the P/L on a straight-line basis over the lease period.

Sale and Leaseback transaction

(7)  If such transaction results in finance lease, the resultant profit or loss is deferred and amortised over the lease period in proportion to the depreciation of the leased asset.

(8)  If such transaction results in an operating lease and the transaction is established at:

· a fair value, profit or loss is recognised immediately;

· a price lower than fair value,

· loss is recognised immediately, unless

· such loss is compensated by future lease payments, when loss is deferred and amortised in proportion to the lease payments;

· a price higher than the fair value, the excess over the fair value is deferred and amortised over the period for which the asset is expected to be used.

(9)  In case of operating lease, if the fair value is less than the carrying amount (net block) of the asset, the different is considered as loss and is recognised in the profit and loss account immediately.

	
	
	
	

	AS-20
	EPS

(1)  Whether basic EPS has been calculated by dividing the net profit or loss for the period attributable to equity shareholders by the weighted average number of equity shares outstanding during the period?

· For calculating basic EPS, whether the net profit or loss for the period has been arrived at after deducting preference dividends and any attributable tax thereto for the period.

· If an enterprise has more than one class of equity shares, whether net profit or loss for the period is apportioned over the different classes of shares in accordance with their dividend rights. 

· For the purpose of calculating basic EPS, whether the number of equity shares is arrived at on the basis of the weighted average number of equity shares outstanding during the period.

· Whether the weighted average number of equity shares outstanding during the period and for all periods presented has been adjusted for events, other than the conversion of potential equity shares that have changed the number of equity shares outstanding, without a corresponding change in resources?

(2)  Whether for the purpose of calculating diluted EPS, the net profit or loss for the period attributable to equity shareholders and the weighted average number of shares outstanding during the period has been adjusted for the effects of all dilutive potential equity shares?

· For the purpose of calculating diluted EPS, whether the amount of net profit or loss has been adjusted by the following, after taking into account any attributable change in tax expense for the period: 

(a) any dividends on dilutive potential equity shares which have been deducted in arriving at the net profit attributable to equity shareholders;

(b) interest recognised in the period for the dilutive potential equity shares; and

(c) any other changes in expenses or income that would result from the conversion of the dilutive potential equity shares.

(3)  Whether potential equity shares have been treated as dilutive when, and only when, their conversion to equity shares would decrease net profit per share from continuing ordinary operations.

(4)  If the number of equity or potential equity shares outstanding increases as a result of a bonus issue or share split or decreases as a result of a reverse share split (consolidation of shares), whether the calculation of basic and diluted EPS should be adjusted for all the periods presented?
 
	
	
	
	

	AS-21
	Consolidated Financial Statements

(1)  Have you obtained a duly certified (by the Secretary of the Company) list of subsidiaries of the parent company indicating the basis of control i.e., direct or indirect (through subsidiaries) or composition of board of directors?

(2)  Have you checked the list so as to test the direct or indirect control by the parent of more than 50% of voting power in the investee companies or the composition of the board of directors? 

(3)  Has a subsidiary been excluded from consolidation by the parent for any of the following reasons:

· that the control is intended to be temporary as the subsidiary is acquired and held only for subsequent disposal in the near future; or

· that the subsidiary operates under severe long term restrictions resulting in considerable inability to transfer funds to the parent.

(4)  Whether the financial statements of the parent and its subsidiaries have been consolidated on a line to line basis for similar items of assets, liabilities, income and expenses?

· Line by line basis would require aggregation of individual financial statement areas and details in the notes to accounts including additional information disclosed in terms of the provisions of Schedule VI to the Companies Act, 1956.

(5)  Check whether following steps have been taken in the preparation of the consolidated accounts:

· The cost of investment by the parent in each subsidiary and the parent's portion of equity in such subsidiary at the date on which investment in the subsidiary was made has been eliminated and if:

· Cost of investment is more than the equity, the difference has been disclosed as goodwill; or

· Cost of investment is less than the equity, the difference has been disclosed as capital reserve

· Minority interests in the net income for the period of the consolidated subsidiaries have been ascertained and presented separately from the group income.

· Parent's portion in the net income of the group has been determined after deducting the minority interests 

(6)  In case of loss, have you ensured that the minority interest in the loss does not exceed proportionate share of the minority shareholders in the net worth of the subsidiary?

(7)  Whether Minority interests in the net assets of the consolidated subsidiaries have been ascertained and presented separately from the liabilities and the equity of the parent's shareholders?

(8)  Have you examined whether all intra-group balances and intra-group transactions within the parent and consolidated subsidiaries are eliminated?

(9)  Have you verified that the unrealised gains / losses arising out of intra-group transactions and included in the assets (inventory, fixed assets, etc.) are eliminated in the consolidation?

(10)  Where any subsidiary has been consolidated based on the balance sheet prepared as on a date which is different from the balance sheet date of the parent, have you checked that the significant events / transactions occurring between the subsidiary's balance sheet date and the parent's balance sheet, have been adjusted in the consolidation?

[The gap between the parent's balance sheet date and the subsidiary's balance sheet date should not be more than six months; therefore, in order to consolidate, the accounts will be required to be drawn on a date which is either same (preferable) or close to the reporting date]

(11)  Are there any accounting policies adopted by any of the subsidiaries, which are not uniform with the accounting policies adopted in the consolidation?

· If yes, whether appropriate adjustments have been made in the accounts for the purpose of consolidation?

· If no such adjustment is possible, whether the fact of adopting different accounting policies (specific to the proportions of the items in the consolidated financial statements) has been disclosed?

(12)  Has the profit or loss on disposal of a subsidiary during the period been appropriately calculated and recognised in the consolidated profit and loss account?

Note: If segment information is disclosed in the CFS then the segment wise reporting for each and every group company being consolidated is not required.

 
	
	
	
	

	AS-22
	Accounting for Taxes on Income

(1)  Have you ascertained the nature of income / expenses and assets / liabilities which would give rise to deferred taxation? (Prepare a list of such items)

E.g. Expenditure of the nature mentioned in section 43B; differences between the book depreciation and the tax depreciation; different basis of accounting - cash/mercantile in the books and tax; provision for doubtful debts and advances; Deferred Tax Expenses amortized in the books over a period of years but allowed for tax purposes wholly in the first year tax.

(2)  Have you examined whether such items of deferred taxation are only on account of timing differences between accounting income and taxable income?

(3)  Have you examined in detail, the amount of carried forward losses and unabsorbed depreciation as determined in IT computations / returns and assessment documents?

(4)  In case of deferred tax assets, have you examined the justifications and documentary evidences given by the management in support of the reasonable certainty of realising the same in future (in case of timing differences other than carry forward losses and unabsorbed depreciation)?

(5)  In this regard have you considered the following:

· Client's justification in considering reasonable certainty/virtual certainty

· Past trend of profitability

· Any subsequent event justifying the availability of profits

· Deferred tax liability reversals in the future

· Restructuring exercise, in advanced stage, which would result in realisation of Deferred Tax Asset

· Other tax planning measures adopted by the client which would give rise to taxable income in future years

(6)  Where the deferred tax asset has been obtained on the basis of future profitability projections

· Have you obtained a duly certified copy of the projections along with the basis and assumptions used in such projections?

· Have these projections been vetted by an external financial consultant/merchant banker?

If not how has the reasonability and prudence of such projections been ensured?

(7)  In case of deferred tax assets arising out of carry forward losses and unabsorbed depreciation, have you examined the justifications and documentary evidences given by the management in support of the virtual certainty of realising the same in future?

(8)  Have you reviewed / reassessed the carrying amount of deferred tax assets for reasonable / virtual certainty or for possible write down due non-existence of certainty to realise such assets in future?

(9)  Have you examined the calculation of deferred tax and the applicable tax rates (tax rates at the balance sheet date and for opening deferred tax in the first year of recognition, tax rates applicable for immediately next financial year)

(10)  Have you checked the calculations / computations of current tax (as per IT Act) over and above the deferred tax and whether both have been charged / adjusted in the profit & loss account?

 
	
	
	
	

	AS-23
	Accounting for Investments in Associates in Consolidated Financial Statements

(1)  Whether associates have been properly identified?

An associate is an enterprise in which the investor has significant influence and which is neither a subsidiary nor a joint venture of the investor. 

(2)  Have you obtained a list of all companies in which the auditee holds, directly or indirectly through subsidiary (ies), 20% or more of the voting power of the investee?

In these cases it is presumed that the investor has significant influence, unless it can be clearly demonstrated that this is not the case. 

(3)  Whether investments in associate has been accounted for in CFS under the equity method except when:

· the investment is acquired and held exclusively with a view to its subsequent disposal in the near future; or

· the associate operates under severe long-term restrictions that significantly impair its ability to transfer funds to the investor.

(4)  In case of exceptions as mentioned above, whether they have been accounted for in accordance with (AS) 13?
(5)  Whether the use of the equity method has been discontinued from the date that:

· it ceases to have significant influence in an associate but retains, either in whole or in part, its investment; or

· the use of the equity method is no longer appropriate because the associate operates under severe long-term restrictions that significantly impair its ability to transfer funds to the investor?

(6)  Whether on acquisition of the investment any difference between the cost of acquisition and the investor’s share of the equity of the associate is described as goodwill or capital reserve, as the case may be?

(7)  Whether adjustments to the carrying amount are necessary for alterations in the investor’s proportionate interest in the investee arising from changes in the investee’s equity that have not been included in the statement of profit and loss? Such changes include those arising from the revaluation of fixed assets and investments, from foreign exchange translation differences etc.

(8)  In using equity method for accounting for investment in an associate, whether unrealised profits and losses resulting from transactions between the investor (or its consolidated subsidiaries) and the associate have been eliminated to the extent of the investor’s interest in the associate?

(9)  Whether the most recent available financial statements of the associate are used by the investor in applying the equity method? Whether they are drawn up to the same date as the financial statements of the investor?

(10)  If financial statements with a different reporting date are used, whether adjustments have been made for the effects of any significant events or transactions between the investor (or its consolidated subsidiaries) and the associate that occur between the date of the associate’s financial statements and the date of the investor’s CFS?

(11)  If, under the equity method, an investor’s share of losses of an associate equals or exceeds the carrying amount of the investment, whether the investor has discontinued recognising its share of further losses and the investment is reported at nil value?

(12)  If the associate subsequently reports profits, whether the investor has resumed including its share of those profits only after its share of the profits equals the share of net losses that have not been recognized?

(13)  Whether the carrying amount of investment in an associate has been reduced to recognise a decline, other than temporary, in the value of the investment, such reduction being determined for each investment individually?


	
	
	
	

	AS 27
	Financial Reporting of Interests in Joint Ventures

(1)  Whether in respect of its interests in jointly controlled operations, the venturer has recognised in its separate financial statements and consequently in its consolidated financial statements:

· The assets that it controls and the liabilities that it incurs? and

· The expenses that it incurs and its share of the income that it earns from the JV?

(2)  Whether in respect of its interest in jointly controlled assets, a venturer has recognised, in its separate financial statements, and consequently in its consolidated financial statements:

· Its share of the jointly controlled assets, classified according to the nature of the assets?,

· Any liabilities which it has incurred?,

· Its share of any liabilities incurred jointly with the other ventures in relation to the JV?

· Any income from the sale or use of its share of the output of the JV, together with its share of any expenses incurred by the JV? And

· Any expenses which it has incurred in respect of its interest in the JV?

Separate Financial Statements of a Venturer

(3)  Whether in a venture’s separate financial statements, interest in a jointly controlled entity has been accounted for as an investment in accordance with Accounting Standard (AS) 13, Accounting for Investments?

Consolidated Financial Statements of a Venturer

(4)  Whether in its consolidated financial statements, a venturer has reported its interest in a jointly controlled entity?

(5)  If no whether it is;

· An interest in a jointly controlled entity, which is acquired and held exclusively with a view to its subsequent disposal in the near future? and

· An interest in a jointly controlled entity which operates under severe long-term restrictions that significantly impair its ability to transfer funds to the venturer?

· Accounted for as an investment in accordance with Accounting Standard (AS) 13, Accounting for Investments?

(6)  Whether the venturer has discontinued the use of proportionate consolidation from the date that:

· It ceases to have joint control over a jointly controlled entity but retains, either in whole or in part, its interest in the entity? Or

· The use of the proportionate consolidation is no longer appropriate because the jointly controlled entity operates under severe long-term restrictions that significantly impair its ability to transfer funds to the venturer?

(7)  Whether from the date of discontinuing the use of the proportionate consolidation, interest in a jointly controlled entity has been accounted for:

· In accordance with Accounting Standard (AS) 21, Consolidated Financial Statements, if the venturer acquires unilateral control over the entity and becomes parent within the meaning of that Standard? and

· In all other cases, as an investment in accordance with Accounting Standard (AS) 13, Accounting for Investments, or in accordance with Accounting Standard (AS) 23, Accounting for Investments in Associates in Consolidated Financial Statements, as appropriate. 

(8)  Whether for this purpose the venturer's share in the net assets of the jointly controlled entity as at the date of discontinuance of proportionate consolidation has been ascertained and adjusted with the carrying amount of the relevant goodwill/capital reserve) as at that date?
(9)  In case the venturer contributes or sells assets to a joint venture and the assets are retained by the joint venture, and provided the venturer has transferred the significant risks and rewards of ownership, whether the venturer has recognised only that portion of the gain or loss which is attributable to the interests of the other ventures.

(10)  In case a venturer purchases assets from a joint venture, have you ensured that the venturer has not recognised its share of the profits of the joint venture from the transaction until it resells the assets to an independent party.

(11)  In case of Operators or managers of a joint venture whether the recognition of any fees has been made in accordance with Accounting Standard (AS) 9, Revenue Recognition?
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