Audit Program – Stock Audit

The stock audit covers examination of aspects such as reasonableness of the valuation of the security, routing of sale proceeds of hypothecated stocks largely through the borrowers account, maintenance of the prescribed margins, accuracy of the stock statements, reasonableness of the composition and age of hypothecated stock and their insurance, quality and age of the receivables etc.
The main object of such audit is    

· (a)      To verify existence & ownership of stocks
· (b)      To ascertain the quality & value of stocks
· (c)      To exclude items not qualifying for credit
· (d)      To check insurance coverage & other aspects
NEED FOR STOCK AUDIT:

The simple reason for audit and physical verification of the stock and securities is that it acts as a safeguard against occurrence of both, the Internal and External Frauds. The other reasons are listed below: -

1. To find out whether there is a sufficient and suitable environment for preservation of the stock & securities.

2. To find out whether the stocks & securities are safeguarded against theft or misuse by any person at any time.

3. To find out whether the stocks and securities can get degraded.

4. To find out whether the stocks and securities are safeguarded against fire, floods, natural calamities etc.

5. To find out whether the stocks and securities reconcile with the stock statements submitted to the Bank/ Financial institution.

6. To find out whether the stocks are in realizable conditions.

7. To find out whether stock is owned by the party.

8. To find out whether borrower has adhered to other terms and conditions as per the sanction letter

SCOPE OF STOCK AUDIT:

The scope of stock audit almost covers all the aspects, which has any bearing on the working capital profile of the borrowers as well as security & liquidity in view of banker. It encompasses the following aspects:

1. Physical verification of stocks.

2. Valuation of stocks.

3. Valuation of obsolete / non-moving stock.

4. Age-wise categorization of stocks.

5. Review of the stock valuation system.

6. Determination of the drawing power.

7. Adequacy of the insurance cover.

8. Any other matters of interest to the bank.
“Success is the result of clear goal, unshakable confidence, proper planning, enthusiastic action and consistent persistence”
