The following are the procedure should be followed/ work has to be done in relate to Stock Audit in banks:

1. Prepare a table for the Cash credit, Packing credit, Foreign bills purchased for the period specified: The table format is
· Year/ Months
· Closing balance for the month/year end
· Maximum Outstanding balance for the month/year end
· Interest debited to the C.C/P.C/F.B for the month/year end.
2. Prepare a Stock Statement for Cash Credit in the given period and arrive a Drawing power: The table format is
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)
	(8)
	(9)
	(10)

	Month/year
	Name of the party
	Account number
	Stock
	Debtors
	Creditors
	Paid-up stock
(usually 75% of Stock-Creditors)
	Paid up debtors (usually 50% of Debtors-Creditors)
	Drawing power 


Column (7+8)
	Limit

	
	
	
	Rs.
	Rs.
	Rs.
	Rs.
	Rs.
	Rs.
	Rs.



Note:
· Usually margin may be defined in sanction order 25%, some cases it may differ for stock, debtors; in such cases we have to alter the statement accordingly.
3. Cross check the Drawing powers in system (books of accounts) with the Stock statement as prepared above, and fill the limit column in stock statement from system. In case of variation in Drawing powers as per system and stock statement highlight it accordingly.
4. Prepare a Stock Statement for Packing Credit in the given period and arrive a Drawing power:
· The table adopted for C.C is same for P.C also
· After preparation of stock statement, cross verify the Drawing power with system and note any variation’s if found.
5. Verify the Receivables statement differentiate it from local sales and export sales.
6. Analyze Age wise details of Debtors, such <30 days, 30-60 days, 60-90 days, >90 days.
7. Prepare a Account Turnover Report for the  party to whom the stock audit is to be made: The table format is
· Year/Month
· Total all the credit side of the C.C Account during the month/year (excluding cash deposit, transfer from any financial institution, cheque returns and other similar items)
8. Take a list of  major customer for the borrower (party)
9. Verify insurance premium paid for the stocks, and check the policy is in effective.
10. Check the Bank Hypothecation clause in policy document for the stock’s which the banks has sanctioned Cash credit.
11. Verify the ECGC premium paid for all the period during which stock audit has to be conducted, and check on what value the premium was calculated.
12. Verify the Debtors/ Stock sheet submitted by the party to a bank is certified by the Chartered Accountant (as required by the bank, such as monthly, quarterly, half yearly).
13. Check in system, whether there are no huge cash withdrawals on C.C or P.C during the period.

