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FUNCTIONS OF INTERNAL AUDITORS PROCEDURES, GUIDELINES AND MINIMUM EXTENT OF AUDIT PRESCRIBED FOR INTERNAL AUDITORS.

The scope of work of internal auditors would be as under;

1.0 ARITHMETICAL ACCURACY

1.1 To check the arithmetical accuracy of books of accounts;

The auditor will check the totalling of ledger cash book stock ledgers and other books maintained by the corporation at its units to check and verify the arithmetical accuracy of books of account. The trial balance duly tallied will be authenticated and submitted along with the report.

1.2 To check the opening balances appearing in the books of accounts;

The auditors would check and ensure that correct opening balances are taken in the books from the previous audited accounts. Any discrepancy in this matter would be reported in the quarterly report.

1.3 To agree the closing balance with the quarterly trial balance

The auditors would check and ensure that correct closing balances are appearing in the books and the same agree with the trial balances submitted with the report. Any discrepancy in this matter would be reported in the quarterly report.

2.0 VOUCHING

2.1) To Check that all the vouchers are entered in the books of account and all entries made in the basic books of accounts are supported by proper vouchers.

2.2) It would be ensured that distinction of expenditure between capital and revenue is done in accordance with generally accepted accounted/commercial principles.

2.3) It would be checked to ensure expenditure on personal account of individuals like employees, debtors etc. are recorded in the prescribed account properly so that recovery takes place correctly. The internal auditors will scrutinize each staff advance/staff recovery or debtors and will include their comments in the report.

3.0) AUDIT OF CASH BOOK AND ALLIED RECORDS RELATING TO CASH TRANSACTIONS.

The auditors shall during course of audit would check and ensure that:-

3.1) Cash transactions of Corporation viz. cash paid and received (cash includes cheque, D.D. Money Order, Postal Order, remittance transfer  receipts etc.) are promptly correctly and chronologically recorded in the respective cash book summarized under prescribed detailed heads of accounts.

3.2) The closing balances are correctly carried forwarded as opening balance of the following day.

3.3) That receipts are granted for amounts received and are properly made out approved by the competent authority. 
3.4) That payments made/remittance received to the debit/credits of the Corporation s account by the bankers directly are verified in the same manner as other payments/receipts incorporated in the Cash Book

have been verified.
3.5) The physical balance of cash in hand agrees with those of book balance as per Cash Book.

3.6) The Bank reconciliation statements are drawn up monthly to ensure that differences between bank and balances as per cash book are located and set right. The audit will brought to the notice of Management for incorporating the transactions of non-adjustment of amount for more than six months.

3.7) The debit vouchers are raised for dishonoured and unrealized cheque returned, relating to various parties. 

3.8) That all valuable documents are kept in safe custody i.e. security deposit, pass book, cheque books, CTD pass books etc. 

Any discrepancy noticed during course of audit would be reported in the quarterly report to be submitted.

However, where the any discrepancy which is in the nature of fraud, misfeasance or defalcation or has the result of loss of revenue in excess of Rs.5000 would be reported immediately after completion of the audit directly to the Managing Director stating the name of the person who is directly responsible for the same, by way of a separate confidential report.

4.0) PURCHASE AUDIT

The auditors would check and ensure that:

All the purchases are undertaken as per prescribed rules and regulation with regard to calling for quotations, tender, acceptances of lowest tender etc. 
Comparative statements prepared should be checked and properly accounted for in relevant head of accounts.

5.0) SALES AUDIT

The auditors would check and ensure that:

5.1) The sales are made at sale price as approved by the Head Office.

5.2) The sales proceeds are deposited regularly into the bank.

5.3) The sale of each cash memo issued are accounted for in the sale register.

5.4) The sale register are daily checked by the incharge of the complex.

5.5) The cash sales are deposited into the bank on the next day of the sale.

5.6) The sale register are correctly maintained.

6.0) AUDIT OF MATERIAL (STORE ACCOUNTS)

The auditor would check and ensure that:

6.1) The purchases made have been accounted for as per purchase bills regarding Quality and Quantity.

6.2) The rates entered in the stock register should be in-agreement with the purchase price.

6.3) The issues are entered as regards stock issue, rates, indents etc. which are to be signed by the authorized person in this behalf.

6.4) The issues made are duly supported by receipt given on indent by person recovering/taking delivery.

6.5) The balances have been correctly struck.

6.6) The stock issued from the Central Store to different complexes are actually accounted for in the store/stock register of the complex and purchase shown is correct.

6.7) The auditor would check and ensure that:

The stock reconciliation statement of cold drinks, wines and minerals is prepared to see that the sale (quantity sold) as per sale register tallies with the stock register.

The sale as per stock register is to be calculated as under:

Opening stock+ Purchase- Closing Stock = Consumption (material consumed).

7.0 CONSUMPTION

The auditors would check and ensure that:

7.1) Material shown as consumed is as per actual sale and food served to staff etc.

7.2) The consumption register is also to be checked to ensure that issues made from store have been accounted for properly or not.

7.3) The material shown as consumed is calculated after applying formula approved and is duly authorized.

7.4) The register is checked by Incharge regularly.

7.5) The balancing of register is correct.

7.6) Period for which consumption is calculated is uniform during the year.

8.0 STOCK VERIFICATION:

The auditors would check and ensure that:

8.1) At least a monthly stock verifications is carried out.

8.2) The result of stock verification are reported to proper authorities and their orders on shortages/excess are obtained.

8.3) Necessary follow up action is taken on these orders.

10.0) JOURNAL BOOK

The auditors would check and ensure that:

10.1) The various adjustments carried through journal are duly supported and are duly authorized.

10.2) The inter unit entries are supported by debit/credit advice or credit bill etc.

10.3) The entries in the journal are posted in the ledger.

10.4) Journal vouchers are duly signed and authorized by the competent authorities.

11.0 GENERAL LEDGER

The auditors would check and ensure that:

11.1) All entries of cash book and journal books are duly posted/entered in General ledger.

11.2) Expenses payable and prepaid expenses are duly adjusted.

11.3) The trial balance is being prepared on monthly basis to keep the accounts allied and any difference in trial balance is located and reported in the report.

11.4) To go through the details of every head of accounts appearing in the ledger.

11.5) Various expenditure for example as per expenditure on fuel, food is incurred within limits fixed and past practices. Reasons for abnormal increase should be investigated. The percentage of food, fuel, liquor,

cold drinks costing is reflected in the audit report.

11.6) To check that expenses for the whole year have been debited and if not, provision for the same should be made at the end of that year.

11.7) Amount outstanding against staff members is recovered regularly if not, the list of such accounts be prepared for the purpose of review.

12.0 Fixed Assets Register

The fixed assets register maintained in respect of furniture & fixture, Electrical Equipments, Crockery Cutlery and utensils, Air conditioners, vehicles etc. would be checked to ensure that proper register showing complete details of purchase made, depreciation written off and also showing balance in terms of

value at the close of the year is maintained.

A year end physical verification of the fixed assets would be carried out to check the location of the assets and the physical condition of the  asset. Discrepancies, appearing therein along with observations thereon would be reported separately

13.0 PROVISIONS RELATING TO INCOME TAX/ FBT

A specific exercise to check the following aspects relating to and compliance with laws of income tax will be carried out. Discrepancies/non compliances, if  any would be reported immediately to the Head Office addressed to Chief Accounts Officer by way of a separate report titled INCOME TAX COMPLIANCE UNIT .

13.1) That income tax at source is deducted and deposited as per provisions of law.

13.2) That quarterly return of TDS is filed in the manner stipulated under law.

13.3) That TDS certificates in the prescribed profomra and in the prescribed manner are issued.

13.4) That where any TDS is deducted by any other party from payments received, (Banks, parties, sponsors or any others) form 16A is duly obtained  and kept on record. It would be ensured that details of TDS deducted during a quarter and TDS certificates received against these is reported.

13.5) That an annual statement, duly certified, showing additions of fixed assets, item wise is prepared and sent to the HO along with annual report. 
13.6) That an audited statement showing the details of outstanding liabilities to which provisions of section 43B is applicable would be prepared and sent to the HO along with annual report.

13.7) A quarterly statement showing calculation of FBT becoming due for the quarter should be prepared for enabling the unit to deposit the FBT before the due date. The quarterly report submitted would be accompanied with the calculation of the FBT and the Chillan for the tax deposited.

14.0 CHECKING OF ROOM RENT RECEIPTS

The author would check and ensure that:

14.1) All the receipts from room rentals are entered in the room rent register and in the cashbook/journal.

14.2) The rental charged for rooms are as per rates fixed by the corporation.

14.3) The discount from room rentals are given under proper authority.

14.4) The occupancy rate and comparisons on month to month basis would be submitted in Quarterly report.

15.0 GENERAL

15.1) The auditors would check that a complete record of linen items at each complex showing therein opening balance, receipts, consumed/written off and balance in hand at the close of the year is maintained.

15.2) The auditors would also prepare/ check the valuation of the closing stock with reference to the balance in stock registers and other books of accounts. 100%.

15.3) The auditor would also prepare/ check the inter-unit reconciliation of transfer/debit/credit and also reconciliation of such transactions with Head Office.

15.4) To check and point out the amount of old outstanding debtors and staff advances which are more than 6 months old . 100%.

15.5) To check the accounts relating to room occupancy and other receipts such as Entry fee, linen charges, parking, swimming pool & other receipts etc.. 100%.

15.6) To check Bank Reconciliation statements. The Bank reconciliation statement is to be checked with reference to cash book and bank statements.

15.7) The auditor would prepare and check the percentage of food and fuel cost and the consumption account of the items i.e. food stuffs, cold drinks and other items of use and ensure that these are consumed in accordance with the prescribed proforma.

15.8) The auditors would also check and report discrepancies on;

i. Consumption based on food formulas.

ii. Sale of empties/verification of empties w.r.t. purchases of liquor.

iii. Sale rate of major items compared with rates of major input.

iv. Room rent-comparison w.r.t. earlier period.

v. Comparative profit & loss account w.r.t. earlier period.

vi. Fund flow statement for immediately three preceding quarters.

vii. Cash deposits/withdrawal from bank.

viii. Aging of sundry debtors/creditors and staff advances.

ix. Compliance with provisions of income tax laws viz TDS, rule, service

tax.

x. Physical verification of stock fortnightly stock, its valuation and the

trends reflected by the valuation of stock.

xi. Position of Overstocking/under stocking.

xii. Remittance of share of operational profit to Headquarter.

xiii. Credit Policy.

xiv. Unauthorised discounts.

16.0 Pattern of Reporting and Time Schedule of Furnishing the Audit Report

The auditors would ensured that reports on all the Areas after complete the audit.

ANNEXURE-A-, CERTIFICATE

1. Certified that the Internal Audit of the set of books of accounts of ***************** Complex______________________ for the period from _____________________ to __________________ was conducted by Shri _____________________ w.e.f. ______________ to _______________.

2. Certified that in the duration of audit Shri _______________ availed boarding/lodging facility at concessional rates.

3. Certified that lodging facility for the period from __________ to___________________ was also provided at the concessional rates.

4. Certified that nothing is due against the auditors.

5. Duration of Audit.

-----------------------------------------------------

Signature with Designation of the person

responsible for Internal Audit.

The internal auditors will ensure that:

i) The assets of the Corporation are properly protected and accounted for in the books of accounts.

ii) All transactions are recorded as and when they occur.

iii) Faulty inefficient or fraudulent operations are revealed.

iv) Waste, fraud, loss misutilization of funds are avoided.

v) To review the transaction from proprietary audit angel and will suggest ways and means for effecting economy and safe guarding against misappropriation of funds. The Internal Auditors will also properly investigate and report to the management any such case for necessary action as when they detected.

vi) To advise and assist in the finalisation of accounts of the Corporation in accordance with the requirement of Companies Act and other Act, regulation, rules in respect of the complex audited by him.

To assist and guide to settle and audit objections raised by various audit agencies like Statutory Auditors, C&A G as well as A.G.

vii) In token of proof, the auditors will put their signatures and specify the period, nature of audit conducted on the record as well as in the Audit Report. 
The internal auditors will ensure that the accounts are correctly maintained and the rules, regulation, order issued by the competent authority from time to time having a financial bearing are observed by all concerned.

For this purpose, they will scrutinize all the transactions accounted for in the books with reference to the following basic documents and check all the relevant records like the journals, cash book, ledger and the quarterly accounts including schedules. purchase bills, cash vouchers, indents, sale bills, journal entries etc.

General

i) Capital expenditure incurred in respect of acquisition of land, building, Plant and machinery etc. are transferred to concern accounts through journal. The posting in various ledgers are linked and verified.

ii) Depreciation as per approved rates should be charged to expense account.

iii) Written off adjustments are covered by proper sanctions.

iv) The postings of all journal entries effecting the general ledger are first checked in the main journal from which posting to general ledger accounts are to be done/checked.

v) All adjustments and closing entries are to be checked in detail at the end of the year. The financial statements including supporting schedules in respect of each account should be audited.

*****THE END*****
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