Central Excise Audit
1. Audit Agencies – The Central Excise Audit is normally conducted by two agencies viz. (i) Central Excise Audit Department of Comptroller and Audit General of India; viz., (CAG) and (ii) The Internal Audit Department of the Central Excise and Customs.
2. CAG Audit – This audit conducted by the audit party from the office of the Accountant General is, in fact, conducted by the Central Excise Department (CED). It is a system of audit which confines itself to classification and valuation of excisable goods or leakage of revenue on account of misuse of CENvat Credit. It also undertakes the checks relating to the availment of exemption from Excise Duty by virtue of any exemption notification issued by CED.
3. Department Audit – The CED has its internal audit wing which conducts selective audit of the manufacturing concerns. Large scale assessees are generally subjected to audit once in a year whereas small scale and medium scale units are audited once in two years. The selection as well as frequency of the audit usually depends upon revenue potential and suspect status of the unit. An audit party consisting of one Supt. Central Excise and two or three Inspectors spends two to seven days in a factory for audit depending upon volume of work involved. The party inter alia: (i) Check clearance invoices selectively with private and statutory records of the factory to see generally that valuation and assessment are correct. And (ii) Check statutory records with factory’s private records, balance sheet etc.
4. New System of Department Audit – The Revenue department has introduced a new system of Central Excise Audit called EA – 2000 using professional, financial, accounting and audit principles to replace current system which is more a mechanical checking of records. A new excise audit manual and audit programme using course material prepared by ICWAI and National Academy of Customs, Excise and Narcotics (NACEN) and Revenue Canada has been completed. The officers have been trained using the course materials prepared by the above institutes. Professional technique of "Risk Management"; i.e., assessment of risk to revenue in the selection of companies for excise audit has been introduced. New system of audit is based on company private records required to be maintained under the Companies Act as compared to greater reliance on excise records.
One of the significant aspects of new systems is to make selection of companies more scientific rather than based on the normal rules of turn over. Various parameters such as excise payment, evasion of duty, goods manufactured, profit profile industry output-input norms, trend analysis and internal control systems would be used to decide whether a company shall be subject to in-depth audit or not details instructions in regard to New Excise Audit have been issued vide CBEC Circular No. 491/57/99-CX, dt. 28-10-1999.
5. Statutory Audit under CEA – Sections 14A and 14AA have been inserted in the CEA, by the Finance Act, 1995 and Finance Act, 1997, enacting provisions relating to Statutory Audit under specified circumstances. 

a. Valuation Audit – Section 14A provides that if at any stage of enquiry investigation or any other proceeding, the Officers not below the rank of ACCE having regard to the nature of the case and interest of revenue is of the opinion that the value of the goods have not been correctly declared or determined by the manufacturer or any other person, he may, with the prior approval of the Chief CCE direct such manufacturer or such person to get the accounts of his factory, office, depot, distribution or any other place audited by the cost accountant nominated by the Chief CCE. The said cost account and shall submit the report within the period specified by the CCE duly signed and certified by him mentioning therein particulars as may be specified.
b. Special CENVAT Audit – Section 14AA provides that if the CCE has reasons to believe that a manufacturer has availed or utilized credit of duty under the Rules which is not within the normal limit having regard to nature of excisable goods produced or manufactured the type of inputs used and other relevant factors as he may deem appropriate or has availed duty by reason of fraud, collusion or wilful misstatement or suppression of facts, he may direct such manufacturer to get the accounts of his establishment audited by a Cost Accountant nominated by him. The Cost Accountant so nominated shall submit a report for such audit duly signed and certified by him to the said CCE.
6. Internal Audit by Assessees – In view of introduction of reforms in Central Excise procedures and consequent shifting of responsibility from CED to the assessee for determination of correct excise duty liability, conduct of regular audits by an assessee himself has gained increased significance.
Internal Central Excise Audit maybe conducted 

. Departmentally by an assessee’s organisation itself or
i. By an independent firm of professionals viz., Chartered Accountants/Cost Accountants/Company Secretaries.
Such audits could be carried out : On a continuous basis, On a periodic basis, for a specific area/activity. To illustrate: CENVAT Scheme, New Projects, Exports, Job Work, Inventory, Refunds etc.
The type of functional areas which can be subject matter of Audit in relation to Central Excise are Concepts, Exemptions, Valuation, Procedures, Documentation and Records.
